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To the Shareholders:
INTERNATIONAL SAMUEL EXPLORATION CORP.

NOTICE TO READER

The Consolidated Balance Sheet of International Samuel Exploration Corp. as at March 31, 2008, the
Consolidated Statements of Operations and Deficit, and the Consolidated Statements of Cash Flow for
the three and nine months ended March 31, 2008 have been compiled by management.

Under National Instrument 51-102, Part 4, subsection 4.3(3)(a), if an auditor has not performed a review
of the financial statements, they must be accompanied by a notice indicating that the financial statements
have not been reviewed by an author.

No audit or review to verify the accuracy or completeness of such information has been performed.
Readers are cautioned that these statements may not be appropriate for their purposes.

Vancouver, Canada

May 16, 2008

On behalf of the Board:

“Conrad Swanson”

Conrad Swanson

“John Watt?”

John Watt



INTERNATIONAL SAMUEL EXPLORATION CORP.

(An Exploration Stage Company)

BALANCE SHEETS

(unaudited i prepared by management)

ASSETS

Current
Cash
Accounts receivable
Marketable securities — Note 9
Prepaid expenses and deposits

Loans receivable — Notes 3 and 9
Mineral properties — Note 4
Equipment — Note 5

LIABILITIES

Current Liabilities
Accounts payable and accrued liabilities — Note 9

SHAREHOLDERSS®

Share capital — Note 6
Contributed surplus — Notes 7 and 8
Deficit

Nature and Continuance of Operations — Note 11
Commitments — Notes 4 and 6
Subsequent Events — Note 11

APPROVED BY THE DIRECTORS:

“Conrad K. Swanson” Director

March 31, June 30,
2008 2007
$ 825,034 $ 640,268
30,682 12,875
30,000 85,000
1,500 2,525
887,216 740,668
150,000 103,591
6,211,960 5,029,366
4,396 5,864
$ 7253572 $ 5,879,489
$ 18,830 $ 88,299
EQUI TY
10,473,524 8,627,257
1,031,931 727,614
(4,270,713) (3,563,681)
7,234,742 5,791,190
$ 7253572 $ 5,879.489
“John S. Watt” 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 i prepared by management)

GENERAL AND ADMINISTRATIVE
EXPENSES

Amortization

Consulting fees — Note 9

Interest and bank charges

Investor relations

Management director fees — Note 9

Office

Professional fees — Note 9

Rent

Stock-based compensation — Notes 7

and 9

Transfer agent and filing fees

Travel and conferences

Gain on sale of mineral investments

OTHER ITEMS
Interest income
Gain (loss) on sale of marketable
securities
Unrealized comprehensive loss on
marketable securities

NET LOSS FOR THE PERIOD
DEFICIT, BEGINNING OF THE PERIOD
DEFICIT, END OF THE PERIOD

BASIC AND DILUTED INCOME (LOSS)
PER SHARE

WEIGHTED AVERAGE NUMBER OF
SHARES OUTSTANDING

For the three months ended

For the nine months ended

March 31, March 31,
2008 2007 2008 2007

$ 488 $ 449 $ 1,468 $ 1,346
4,500 17,350 4,500 37,450

365 240 1,440 661

31,763 23,782 70,098 29,136
49,200 34,000 134,800 64,000
11,324 5,308 34,731 13,160
16,678 20,199 46,667 42,704
4,500 (1,100) 9,600 4,000

- - 318,317 102,337

15,896 6,864 31,996 15,765
23,483 12,594 47,300 18,488
- (3,640) - (3,640)
(158,197) (116,046) (700,917) (325,407)
6,417 12,360 15,756 37,345

- 52,147 (871) 60,061

(21,000) - (21,000) -
(14,583) 64,507 (6,115) 97,406
$ (172,780) $ (51,539) $ (707,032) $ (228,001)

$(4.097,933)

$(3.922,845)

$(3.563,681) $(3.746,383)

$(4,270,713) $(3,974,384) $(4,270,713) $(3,974,384)
$ (0.00) $ 0.00 $ (0.01) $ 0.00
75,334,514 51,400,486 66,379,610 51,194,407

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 i prepared by management)

For the three months For the nine months
ended ended
March 31, March 31,
2008 2007 2008 2007
OPERATING ACTIVITIES

Net income (loss) for the year $ (172,780) $ (51,539) $ (707,032) $ (228,001)
Adjustments for items not involving cash:

Amortization 488 449 1,468 1,346

Unrealized comprehensive loss 21,000 - 21,000

- 318,317 102,337

Stock-based compensation -
(151,292) (51,090) (366,247) (124,318)

Changes in non-cash working capital items:

Increase (decrease) in receivables 6,143 4,600 (17,807) (18,513)
Proceeds from sale of marketable securities - 72,200 34,000 197,272
Prepaid expenses and deposits - 8,775 1,025 8,775
Accounts payable and accrued liabilities (66,664) (59,601) (69,469) (47,230)

(211,813) (25,116) (418,498) 15,986

FINANCING ACTIVITY
Shares issued for cash, net of share issue costs - 9,400 1,932,934 283,966
Other comprehensive income (loss) (6,469) - (6,469)

- 2,931 1,932,934 277,497

INVESTING ACTIVITY

Loans (receivable) repaid 103,591 115,972 (46,409) 115,972
Deferred exploration expenditures (354,081) (462,422) (1,283,261) (925,588)
Acquisition of mineral properties - (16,400) - (179,798)

(250,490) (362,850) _(1,329,670) (989.414)

INCREASE (DECREASE) IN CASH DURING

THE YEAR (462,303)  (385,035) 184,766  (695,931)
CASH, BEGINNING OF THE PERIOD 1,287,337 1,303,157 640,268 _ 1,614,053
CASH, END OF THE PERIOD $ 825034 $ 918122 $ 825034 $ 918,122

Non-cash Transactions i Note 10

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




INTERNATIONAL SAMUEL EXPLORATION CORP.

(An Exploration Stage Company)

NOTES TO THE FINANCIAL STATEMENTS

(unaudited — prepared by management)

FOR THE THREE MONTHS ENDED MARCH 31, 2008 1

NOTE 1 NATURE AND CONTINUANCE OF OPERATIONS

The Company was incorporated in the Province of British Columbia on June 14, 1985 and its shares are

listed on the TSX Venture Exchange. These financial statements include the accounts of the Company

and its wholly-owned subsidiary, International Samuel Holdings Corp. (incorporated on October 25, 2007
pursuant to the Manitoba Corporations Act). The Company’s principal business a
exploration and development of mineral properties in Canada.

The Company is in the process of exploring and evaluating its mineral properties and has not yet
determined whether these properties contain economically recoverable ore reserves. The underlying
value of the mineral properties is entirely dependent on the existence of economically recoverable
reserves, the ability of the Company to obtain the necessary financing to complete development and upon
future profitable production or sufficient proceeds from the disposition thereof.

These financial statements have been prepared in accordance with generally accepted accounting

principles applicable to a going concern, which assume 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 March 31, 2008, the Company had working

capital of $868,386, which may not be sufficient to sustain operations over the next twelve months. The

Company has not yet achieved profitable operations and expects to incur further losses in the
development of its business, all of which casts substantial dou bt about the Company’ s abi
asagoingconcern.The Company’'s ability to continue as a going
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.

NOTE2  SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared by management in accordance with Canadian generally
accepted accounting principles and within the framework of the significant accounting policies
summarized below.

Changes in Accounting Policies

Effective April 1, 2007, the Company adopted a new accounting standard related to financial instruments

that was issued by the Canadian Institute of Chart ered Accountants (“ClICA").
change was adopted on a prospective basis with no restatement of prior period financial statements. This

new standard is as follows:

Financial instruments - Recognition and Measurement, Section 3855

The Company now classifies all financial instruments as either held-for-trading, available for sale, held-to-
maturity, loans and receivables or other financial liabilities. Financial instruments classified as held-for-
trading are measured at fair value with unrealized gains and losses recognized in operating results.
Financial instruments classified as available for sale are measured at fair value with unrealized gains and
losses recognized in other comprehensive income. Financial instruments classified as held-to-maturity,
loans and receivables or other financial liabilities are measured at amortized cost.

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




INTERNATIONAL SAMUEL EXPLORATION CORP.

(An Exploration Stage Company)

NOTES TO THE FINANCIAL STATEMENTS

(unaudited — prepared by management)

FOR THE THREE MONTHS ENDED MARCH 31, 2008 2

NOTE2  SIGNIFICANT ACCOUNTING POLICIES (Continued)

The Accounting Standards Board of the CICA approved a set of disclosures and presentation

requirements which include Handbook Section 1535, Capital Disclosures, which establishes standards for

di sclosing information about an entity’s capital and h
of an entity’s objectives, ngadpitalcquanstative dada apoutawbaéthes es f or
entity regards as capital; and whether the entity has complied with any capital requirements and, if it has

not complied, the consequences of such non-compliance. This standard is effective for the Company for

interim and annual financial statements relating to fiscal years beginning on or after January 1, 2008. The

Company has not yet determined the impact that the adoption of this change will have on the disclosure

in its financial statements.

CICA Handbook Section 3862, Financial Instruments — Disclosures, increases the disclosures currently
required that will enable users to evaluate the signif
position and performance, including disclosures about fair value. In addition, disclosure is required of

qualitative and quantitative about exposure to risks arising from financial instruments, including specified

minimum disclosures about liquidity risk and market risk. The quantitative disclosures must also include a

sensitivity analysis for each type of market risk to which an entity is exposed, showing how net income

and other comprehensive income would have been affected by reasonably possible changes in the

relevant risk variable. This standard is effective for the Company for interim and annual financial

statements beginning on January 1, 2008. The Company has not yet determined the impact that the

adoption of this change will have on the disclosure in its financial statements.

CICA Handbook Section 3863, Financial Instruments — Presentation, replaces the existing requirements
on presentation of financial instruments which have been carried forward unchanged to this new section.
This standard is effective for the Company for interim and annual financial statements beginning on
January 1, 2008. The Company has not yet determined the impact that the adoption of this change will
have on the disclosure in its financial statements.

Use of Estimates

The preparation of financial statements requires management to make estimates and assumptions that
affect the reported amount of assets and liabilities, the disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. The most significant accounts affected by the estimates include loans receivable, mineral
properties and accounts payable and account liabilities. Actual results could differ from those estimates.

Financial Instruments

The <carrying val ue manaaf instruments, Cansisting ofycash, marketable securities,

loans receivable and accounts payable and accrued liabilities, approximate their fair value due to the
short-term mat ur ity of such instruments. Unl e s sionahathteer wi s e n
Company is not exposed to significant interest, currency or credit risks arising from these financial

instruments.

Marketable Securities

Marketable securities are classified as available for sale and are carried at their fair market values. All
gains and losses recognized for adjustments to market value are included in other comprehensive income
or loss until the marketable securities are sold.

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




INTERNATIONAL SAMUEL EXPLORATION CORP.

(An Exploration Stage Company)

NOTES TO THE FINANCIAL STATEMENTS

(unaudited — prepared by management)

FOR THE THREE MONTHS ENDED MARCH 31, 2008 3

NOTE2  SIGNIFICANT ACCOUNTING POLICIES (Continued)

Income Taxes

Income taxes are accounted for using the liability method. Future income taxes are recognized for the tax
consequences of “temporary differences by applying en
applicable to future years to differences between the financial statement carrying amounts and the tax
bases of existing assets and liabilities. The effect on previously deferred taxes for a change in tax rates is
recognized in income in the period that includes the date of enactment or substantive enactment. In
addition, future tax benefits are recognized to the extent that realization of such benefits is more likely
than not.

Mineral Properties

The Company is in the exploration stage and defers all expenditures related to mineral properties until
such time as the properties are put into commercial production, sold or abandoned. Under this method all
costs related to the exploration of the properties are capitalized and do not necessarily reflect current or
future values. If the properties are put into commercial production, the expenditures will be depleted
based upon the proven reserves available. If the properties are sold or abandoned, the expenditures will
be charged to operations. The Company does not accrue the estimated future costs of maintaining in
good standing its mineral properties. Management has determined each property to be a cost center.

From time to time, the Company may acquire or dispose of a property pursuant to the terms of an option
agreement. Due to the fact that options are exercisable entirely at the discretion of the optionee, the
amounts payable or receivable are not recorded. Option payments are recorded as property costs or
recoveries when the payments are made or received.

Equipment and Amortization

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

Computer equipment 30% declining balance
Office furniture and equipment 20% declining balance

One-half the amortization is taken in the year of acquisition.

Basic and Diluted Loss Per Share

Basic loss per share is computed using the weighted average number of shares outstanding during the
year. Diluted loss per share amounts are calculated giving effect to the potential dilution that would occur
if securities or other contracts to issue shares were exercised or converted to shares using the treasury
stock method. The treasury stock method assumes that proceeds received from the exercise of stock
options and warrants are used to repurchase common shares at the prevailing market rate. Fully diluted
amounts are not presented when the effect of the computations is anti-dilutive. Accordingly, there is no
difference in the amounts presented for basic and diluted loss per share.

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




INTERNATIONAL SAMUEL EXPLORATION CORP.

(An Exploration Stage Company)

NOTES TO THE FINANCIAL STATEMENTS

(unaudited — prepared by management)

FOR THE THREE MONTHS ENDED MARCH 31, 2008 4

NOTE2  SIGNIFICANT ACCOUNTING POLICIES (Continued)

Stock-based Compensation

The Company accounts for stock options granted to directors, employees and consultants using the fair
value method. The fair value of stock options granted is determined using the Black-Scholes option
pricing model with assumptions for risk-free interest rate, dividend yield, volatility of the price of the

Company’s shares and the |life of the options. The f ai

period with a corresponding increase in contributed surplus. Upon exercise of the stock options,
consideration received together with the amount previously recognized in contributed surplus is recorded
as an increase to share capital.

Asset Retirement Obligations

The Company recognizes the fair value of liabilities for asset retirement obligations in the period in which
they incur and/or in which a reasonable estimate of such costs can be made. The asset retirement
obligation is recorded as a liability with a corresponding increase to the carrying amount of the related
long-lived asset. Subsequently, the asset retirement cost is allocated to expenses using a systematic and
rational method and is also adjusted to reflect period-to-period changes in the liability.

Impairment of Long-Lived Assets

Long-term assets are reviewed when changes in circumstances suggest their carrying value has become
impaired. Management considers assets to be impaired if the carrying value exceeds the estimated
undiscounted future projected cash flows to result from the use of the asset and its eventual disposition. If
impairment is deemed to exist, the assets will be written down to fair value. Fair value is generally
determined using a discounted cash flow analysis.

Flow-through Shares

The Company records the tax effect related to the renounced deductions as a reduction of income tax
expense in the statement of loss and deficit on the date that the Company renounces the deductions for
investors.

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 costs can be reasonably estimated. Generally,
the timing of these accruals coincides with the
commitment to a plan of action based on the then known facts.

These accompanying notes are an integral part of these consolidated financial statements.
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INTERNATIONAL SAMUEL EXPLORATION CORP.

(An Exploration Stage Company)

NOTES TO THE FINANCIAL STATEMENTS

(unaudited — prepared by management)

FOR THE THREE MONTHS ENDED MARCH 31, 2008 5

NOTE2  SIGNIFICANT ACCOUNTING POLICIES (Continued)

Internationa | Financi al Reporting Standards (Al FRSO)

I n 2006, the Canadian Accounting Standards Board ("“Ac
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-listed companies to

use | FRS, replacing Canada’ s o wannfalXiraRcial statenentdraldatirg i s f or
to fiscal years beginning on or after January 1, 2011. The transition date of January 1, 2011 will require

the restatement for comparative purposes of amounts reported by the Company for the year ended March

31, 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 - Recognition and Measurement, Section 3855

The Company classifies all financial instruments as either held-for-trading, available for sale, held-to-
maturity, loans and receivables or other financial liabilities. Financial instruments classified as held-for-
trading are measured at fair value with unrealized gains and losses recognized in operating results.
Financial instruments classified as available for sale are measured at fair value with unrealized gains and
losses recognized in other comprehensive income. Financial instruments classified as held-to-maturity,
loans and receivables or other financial liabilities are measured at amortized cost.

NOTE3 LOANS RECEIVABLE

March 31, June 30,
2008 2007
Due from Gold Reach Resources Ltd. $ 150,000 $ 103,591

The loans are unsecured, non-interest bearing and without stated terms of repayment.

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




INTERNATIONAL SAMUEL EXPLORATION CORP.

(An Exploration Stage Company)

NOTES TO THE FINANCIAL STATEMENTS

(unaudited — prepared by management)

FOR THE THREE MONTHS ENDED MARCH 31, 2008 6

NOTE4  MINERAL PROPERTIES

As at March 31, 2008 and June 30, 2007, t he
acquisition costs and deferred exploration expenditures:

Company’s miner al properties

March 31, 2008

Deferred
Acquisition Exploration
% Interest Costs Expenditures Total
Sceptre and Tiara 35% $ 129,267 % 401,724 $ 530,991
Jubilee Diamond 25% 91,250 348,100 439,350
Churchill West 52.09% 354,527 1,298,537 1,653,064
Afridi Lake 25.4% 136,600 662,370 798,970
Ualliq 30% option 175,000 1,751,453 1,926,453
Rainy River 100% option 32,400 2,550 34,950
Reed Lake 50% 597,276 138,991 736,257
Uallig JV 50% 13,398 78,527 91,925
$ 1,529,718 $ 4,682,242 $ 6,211,960
June 30, 2007
Deferred
Acquisition Exploration
% Interest Costs Expenditures Total
Sceptre and Tiara 35% $ 129,267 $ 401,724 $ 530,991
Jubilee Diamond 25% 91,250 348,100 439,350
Churchill West 48.5% 354,527 1,183,851 1,538,378
Afridi Lake 25.4% 136,600 425,336 561,936
Pelly Bay 30% option 188,398 1,751,963 1,940,361
Rainy River 100% option 16,400 1,950 18,350
Reed Lake 50% - - -
Ualliqg JV 50% - - -
$ 916,442 $ 4,112,924 $ 5,029,366

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




INTERNATIONAL SAMUEL EXPLORATION CORP.

(An Exploration Stage Company)
NOTES TO THE FINANCIAL STATEMENTS

(unaudited — prepared by management)
FOR THE THREE MONTHS ENDED MARCH 31, 2008

NOTE 4

Balance, December 31, 2007 $ 401,724

Drilling

Field costs

Geological

Geophysical

Sampling

Security bonds

Travel and miscellaneous
Cost recoveries

Additions during the period

Balance, March 31, 2008

Balance, June 30, 2007

Drilling

Field costs

Geological

Geophysical

Sampling

Security bonds

Travel and miscellaneous
Cost recoveries

Additions during the period

7
MINERAL PROPERTIES (Continued)
Deferred exploration expenditures by property, for the three months ended March 31, 2008, were:
Ualliq -
Sceptre Jubilee Churchill Afridi 30% Ualliq Rainy Reed

and Tiara Diamond West Lake option 50% JV River Lake Total
$ 348,100 $1,286,370 $ 446,243 $1,742,858 - 8 2,550 $ 100,317 $4,328,162
- - 12,167 216,127 8,700 78,527 - - 315,521
- - - - - - - 28,903 28,903
- - - - 4,500 - - 9,000 13,500
- - - - (4,605) - - 761 (3.844)
- - 12,167 216,127 8,595 78,527 - 38,664 354,080
$ 401,724 $ 348,100 $1,298537 $ 662,370 $1,751,453 $ 78,527 $ 2,550 $ 138,981 $4,682,242

Deferred exploration expenditures by property, for the nine months ended March 31, 2008, were:
Ualliq -
Sceptre Jubilee Churchill Afridi 30% Ualliq Rainy Reed

and Tiara Diamond West Lake option 50% JV River Lake Total
$ 401,724 $ 348,100 $1,183.851 $ 425336 $1.751,963 - 3 1950 $ - $4.112,924
- - 91,374 235,834 8,700 78,527 - - 414,435
- - 1,750 - - - - 28,903 30,653
- - 14,932 1,200 4,800 - 600 24,630 46,162
- - - - - - - 205,025 205,025
- - 6,630 - - - - - 6,630
- - - - (14,010) - - __(119,577) _ (133,587)
- - 114,686 237,034 (510) 78,527 600 138,981 569,318
$ 401,724 $ 348,100 $1,298537 $ 662,370 $1,751,453 $ 78,527 $ 2550 $ 138,981 $4,682,242

Balance, March 31, 2008

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




INTERNATIONAL SAMUEL EXPLORATION CORP.

(An Exploration Stage Company)

NOTES TO THE FINANCIAL STATEMENTS

(unaudited — prepared by management)

FOR THE THREE MONTHS ENDED MARCH 31, 2008 8

NOTE4 MINERAL PROPERTIES (Continued)

Deferred exploration expenditures by property, for the year ended June 30, 2007, were:

Sceptre and Jubilee Churchill Ualliq
Tiara Diamond West Afridi Lake 30% Option Rainy River Total
Balance, June 30, 2006 $ 401,236 $ 348,100 $1,109,575 $ 183,020 $ - $ - $2,041,931
Consulting - - - - - - -
Drilling - - - - - - -
Exploration - - 64,171 219,710 1,446,035 - 1,729,916
Geological 488 - 5,401 4,475 2,750 1,950 15,064
Lease and permits - - - - - - -
Bonds - - - - 239,007 - 239,007
Management fees - - - - - - -
Misc. - - 4,704 109 - - 4,813
Sampling - - - 18,022 64,171 - 82,193
Additions during the year 488 - 74,276 242,316 1,751,963 1,950 2,070,993
Less: written-off during the year - - - - - - -
Balance, June 30, 2007 $ 401,724 $ 348,100 $1,183,851 $ 425,336 $1,751.963 $ ,950 $4.112,924

Sceptre and Tiara, Nunavut i 35% interest

Pursuant to a purchase and royalty agreement dated April 18, 2001, the Company acquired a 100%
interest in mineral claims TR26 to TR49 | ocated in Nu
cash payment of $50,000 and the issuance of 500,000 common shares of the Company.

As part of a pooling agreement dated May 1, 2001 and a joint venture agreement dated November 23,

2001, the Company pooled its interest in the above noted claims with Dasher Energy Corp. and Cantech
Ventures Ltd. (collectively the “Partners”) and their
to TR93 ( “r@egretreacyl’ )P respectively for a 30% interest i
approximately 222,000 acres (“Pooled Properties”).

Pursuant to an agreement dated September 13, 2001 and amended November 22, 2001, the Company
purchased an additional 10% interest (aggregate 40%) for a cash payment of $70,000.

Pursuant to an agreement dated June 6, 2002 and effective December 4, 2001, Stornoway Diamond
Corporation (“Diamond”) earned a 40% interest in the |
aggregate 24%. Additionally, for each of the first 16 geographically and geologically distinct kimberlite

occurrences discovered on the Pooled Properties, the Partners agreed to issue 80,000 of their common

shares to Diamond, the Company was responsible for 20,000 common shares. To date, no kimberlite
occurrences have been discovered. Consideration paid
common shares to the Company and a proportionate amount to the other Partners.

The claims are subject to a 4% gross overriding royalty. The Partners have the option to buy back 3%,
reducing the gross overriding royalty to 1%, for $750,000 per percentage point on the Samuel Property
and Dasher Property and for $1,000,000 per percentage point on the Cantech Property.

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




INTERNATIONAL SAMUEL EXPLORATION CORP.

(An Exploration Stage Company)

NOTES TO THE FINANCIAL STATEMENTS

(unaudited — prepared by management)

FOR THE THREE MONTHS ENDED MARCH 31, 2008 9

NOTE4 MINERAL PROPERTIES (Continued)

Sceptre and Tiara, Nunavut (Continued)

As part of an assignment agreement dated June 16, 2004, the Company acquired 100% of the remaining

12% interest in the joint ventur e oderatibrafer theissuaikce ofl or at i o

400,000 common shares, at a deemed price of $0.20 per share and the required issuance of an
additional 30,000 common shares per occurrence

kimberlite occurrences. Currentythe Company’' s i nterest in the Proper

At March 31, 2008, the Partners still had title to claims TR 15, TR 27, TR 33, TR 34, TR 40, TR 41, TR
50, TR 52, TR 69 and TR 71 to TR 75. During the nine months ended March 31, 2008, the Company
allowed eight (8) clauses to lapse.

Jubilee Diamond, Nunavut i 25% interest
Pursuant to an agreement dated December 13, 2001 between 524520 B.C. Ltd. and the Company, the

f
t

0
y

Company acquired an option to earn a 20% interest

consisting of approximately 130,000 acres in the Coronation Gulf region of Nunavut. Consideration
included a cash payment of $31,250, the issuance of 150,000 common shares of the Company and
exploration expenditures of $200,000 before March 1, 2004. A joint venture with the holders of the
remaining 80% was formed.

The property is subject to a net smelter return of 1% and a gross overriding royalty of 1%. The joint
venture is to pay $25,000 each December 1 as an advance against these royalties.

Initially the Company and four other companies each signed separate letters of agreement with 524520
B.C. Ltd. under which each company was granted an option to acquire a 20% interest in the Jubilee
Property. Subsequently, one of the party to the joint venture declined further participation. As at March
31, 2008, there are three participants to the joint venture (including the Company) with the Company
having 25% interest with Jubilee Property.

Churchill West, Nunavut i 52.09% interest

On April 2, 2003, the Company was granted an option to earn up to a 65% undivided interest in the
Churchill West Diamond Property located in the Rankin Inlet, Nunavut.

Consideration included the issuance of 200,000 common shares of the Company and a commitment to
incur the costs associated with the staking of the property on or before July 1, 2003. The Company has
incurred exploration expenditures totaling $1,183,851 as of December 31, 2007.

The vendor was granted the option to re-acquire a 10% direct property interest by paying to the Company
$100,000 in cash or cash equivalent within 90 days of it satisfying the terms associated with the
acquisition of the 65% interest. The 10% property interest was re-acquired by the partners (Shear
Minerals Inc., Stornoway Diamond Corporation and BHP Billiton) with the Company retaining a 55%
interest in the Property.

The property is subject to a net smelter return royalty of 2% and a gross overriding royalty of 2%.

At March 31,2008,t he Company’s interest in the pr opsetofthe has

Company not participating in a proposed budget program.

These accompanying notes are an integral part of these consolidated financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

(unaudited — prepared by management)
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NOTE4 MINERAL PROPERTIES (Continued)

Afridi Lake, North West Territories 1 25.4% 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 $136,600.

Uallig Bay, Nunavut i 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
2,000,000 common shares and incur $3,000,000 in property expenditures as follows:

i) 1,000,000 common shares within ten days after receipt of TSX Venture Exchange approval
(issued at $0.115 per share)
i) 500,000 common shares on or before May 1, 2007 (issued at $0.12 per share)
iii) 500,000 common shares on or before May 1, 2008
iv)  expenditures of $750,000 on or before June 30, 2007 (incurred)
v)  further expenditures of $700,000 on or before December 31, 2007 (incurred)
vi)  further expenditures of $750,000 on or before December 31, 2008
vii)  further expenditures of $800,000 on or before December 31, 2009.

Furthermore, the Company was required to reimburse 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 250,000 common shares to the vendor.

Subsequent to March 31, 2008, the Company issued the 500,000 common shares to the Optionor as
required by the Option terms.

Ualliq, Nunavut i 50% Joint Venture

During the year ended June 30, 2007, the Company staked a 100% interest in 68 claims consisting of

133,982 acres in the Uallig region contiguous to the Uallig lands in which the Company owns an option to

earn a 30% interest. During the three months ended December 31, 2007, 13 of those 68 claims were

dropped leaving 55 claims owned by the Company. The cost to stake these claims was $13,398.
Subsequent to December 31, 2007, the Company entered into a joint venture agreement with Diamond

North Resources Ltd. (“DNR") whereby DNR contmsi but ed
totaling 250,000 acres that are also contiguous to the Ualliq 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 120 claims of 383,982 acres.

Rainy River, Ontario i option to earn 100%

Pursuant to an option agreement dated December 21, 2006, the Company was granted the option to earn
a 100% interest in nine claim blocks covering 1,280 hectares located in the Neeles and Blue North
townships of northwestern Ontario. Terms of the four year option agreement require the Company to pay
$109,000 as follows:

i
ii
ii
iv
v

$12,000 upon receipt of TSX Venture Exchange approval (paid)
$12,000 on or before December 21, 2007 (paid)

$20,000 on or before December 21, 2008

$25,000 on or before December 21, 2009

$40,000 on or before December 21, 2010

~— — — — —

These accompanying notes are an integral part of these consolidated financial statements.
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NOTE4 MINERAL PROPERTIES (Continued)

Rainy River, Ontario i option to earn 100% (Continued)

In addition, the Company is required to issue 120,000 common shares as follows:

i) 40,000 common shares upon receipt of TSX Venture Exchange approval (issued at $0.11 per
share) (issued)
i) 40,000 common shares on or before December 21, 2007 (issued)
iii) 40,000 common shares on or before December 21, 2008

The vendor retains a 2% Net Smelter Return royalty. After exercising its option, the Company has the
right to purchase one half of the Net Smelter Return royalty (1%) for $1,000,000.

Reed Lake, Manitoba i 50% interest in Joint Venture #1

During the three months ended December 31, 2007, the Company closed several agreements to acquire
a 50% Joint Venture interest in 79,405 hectares (191,366 acres) located in the Reed Lake area,
Manitoba.

On October 4, 2007, the Company entered into a Letter Agreement to acquire a 50% interest in a mining
exploration license comprised of 26,653 hectares which has been approved by the regulatory authorities.
The Company purchased the 50% interest for a cash consideration of $450,000 plus $27,702 in staking
costs. As additional consideration, a 1% Net Smelter Return has been granted to the vendor of the
mineral exploration license, of which one half of one percent (0.5%) can be purchased by the Company,
at any time, for $500,000 cash.

On October 23, 2007, the Company acquired five additional mineral claims comprised of 890 hectares
and contiguous to the Mineral License lands acquired on October 5, 2007. Acquisition terms for these five
claims are included in the October 4, 2007 purchase agreement.

On October 29, 2007, the Company entered into a letter agreement to acquire a 50% legal and beneficial

interest in mineral licenses MEL 332A, comprised of 30,270 hectares (74,797 acres), and MEL 333A,

comprised of 21,592 hectares (53,354 acres). The purchase price paid by the Company to the vendors

was 800,000 common shares of the Company (t he “ Shares”) at an ascribed
plus reimbursement of 50% of the staking costs which total approximately $13,325. As additional
consideration, the Company has agreed to grant to the vendors a 1% NSR (in the aggregate), of which a

0.5% NSR can be purchased by the Company at any time by making a cash payment to the vendors of

$500,000. The acquisition is subject to the acceptance of the TSX Venture Exchange. The Shares to be

issued to the vendors on closing will be subject to resale restrictions under applicable securities laws and

the rules and policies of the TSX Venture Exchange. Th
with the acquisition in the form of 166,666 common shares of the Company at an ascribed price of $0.10

per share.

Reed Lake, Manitoba i 50% interest in Joint Venture #2

Subsequent to March 31, 2008, in April 2008, the Company acquired a 50% interest in an additional
seven (7) claims totaling 1,550 hectares (3,736 acres) in the Reed Lake area. These claims are within
seven (7) kilometers of the lands comprising the above-described Joint Venture #1. The joint ventures
have the same partners.

These accompanying notes are an integral part of these consolidated financial statements.
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FOR THE THREE MONTHS ENDED MARCH 31, 2008

NOTES EQUIPMENT

March 31, 2008

Accumulated

Cost Amortization Net
Computer equipment $ 12,038 $ 9931 § 2,107
Office furniture and equipment 6,878 4,589 2,289
$ 18,916 $ 14520 §$ 4,396

June 30, 2007

Accumulated

Cost Amortization Net
Computer equipment $ 12,038 $ 8,992 $ 3,046
Office furniture and equipment 6,878 4,060 2,818
$ 18,916 $ 13,052 $ 5,864

These accompanying notes are an integral part of these consolidated financial statements.
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NOTE6 SHARE CAPITAL

Authorized

100,000,000 common shares without par value

Issued
Number Amount

Balance, June 30, 2007 58,735,848 $ 8,627,257
Shares issued for cash - -
Shares issued for mineral properties - -
Balance, September 30, 2007 58,735,848 $ 8,627,257
Shares issued for mineral property acquisitions 840,000 84,000
Shares issued for cash — non-flow-through 6,975,000 697,500
Shares issued for cash — flow-through 5,675,000 851,250
Shares issued for cash — exercise of options 350,000 35,000
Shares issued for financing f 492,000 49,200
Shares issued for financing administration fees 150,000 15,000
Shares issued for cash — exercise of warrants 1,950,000 258,500
Sharesiss ued f or f-nmndral preperty cquésition 166,666 16,667
Less: share issue costs - (174,850)
Add: Transfer from Contributed Surplus on exercise of options - 14,000

Balance, December 31, 2007 75,334,514 $ 10,473,524

Shares issued for mineral property acquisitions - -
Shares issued for cash — non-flow-through - -
Shares issued for cash — flow-through - -
Shares issued for cash — exercise of options - -
Shares issued for financing f - -
Shares issued for financing administration fees - -
Shares issued for cash — exercise of warrants - -
Shares i ssued -noineralfproperty@aagusitionf e - -
Less: share issue costs - -
Add: Transfer from Contributed Surplus on exercise of options - -
Balance, March 31, 2008 75,334,514 10,473,524

i) In October 2007, as part of the mineral interest acquisition of the Reed Lake property, the
Company paid a finders’ fee of $16,667 by issuing
of $0.10 per share.

i) In October 2007, as part of the Reed Lake mineral interest acquisition, the Company issued
800,000 common shares to the vendors of the mineral interest at an ascribed price of $0.10 per
share. In addition, in December 2007, the Company issued 40,000 common shares at an
ascribed price of $0.10 per share as part of the ongoing option payments schedule pursuant to
the Rainy River option agreement.

iiil) In November 2007, the Company completed a non-brokered private placement of 7,000,000 units
comprising 6,975,000 common shares @ $0.10 per share and 6,975,000 share purchase
warrants entitling the holders thereof to purchase one common share @ $0.20 per share for each
two warrants held, at any time prior to November 13, 2008.

These accompanying notes are an integral part of these consolidated financial statements.
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NOTE6 SHARE CAPITAL (Continued)

Issued: (Continued)

iv) In November 2007, the Company issued 800,000 common shares pursuant to terms in an
October 29, 2007 letter agreement entered into by the Company to acquire additional mineral
interests in Mineral Licenses as more fully described in Note 4 (Reed Lake, Manitoba mineral
property). As part of the non-brokered private placement, the Company issued 492,000 shares
and 150,000 shares in consideration of finders’ f
addition, as part of the non-brokered private placement, the Company issued 246,000 share
purchase warrants and 75,000 share purchase warrants as additional consideration for the
finder s’ fees and administration fees respectivel
holder thereof to purchase one common share of the Company at any time prior to November 13,
2008 at an exercise price of $0.20 per common share.

V) In December 2007, the Company completed a non-brokered private placement of 5,675,000 units
comprising 5,675,000 common shares at $0.15 per share and 2,525,000 share purchase
warrants entitling the holders thereof to purchase one common share at $0.20 per share at any
time prior to December 21, 2007. As part of the non-brokered private placement, the Company
issued 503,500 sharepurchas e warrants as additional considerat.i
purchase warrant entitles the holder thereof to purchase one common share of the Company at
any time prior to December 21, 2008 at an exercise price of $0.20 per common share.

Share Purchase Warrants

A summary of share purchase warrant activity during the three months ended March 31, 2008 is as
follows:

Weighted
Average
Number Exercise Price

Balance, June 30, 2007 10,690,000 $0.14
Issued — non flow through Unit Offering 3,487,500 0.20
Issued — flow through Unit Offering 2,837,498 0.20
| ssued Fi ndonflosythrodge @ng Offering 321,000 0.20
| ssued Fi nflosvtheough Eni ©ffering 503,500 0.20
Exercised (1,950,000) 0.14
Expired or cancelled (500,000) $0.14
Balance, December 31, 2007 15,389,498 $0.18
No activity - -
Balance, March 31, 2008 15,389,498 0.18

These accompanying notes are an integral part of these consolidated financial statements.
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NOTE6 SHARE CAPITAL (Continued)

Share Purchase Warrants (Continued)

As at March 31, 2008, the Company had the following share purchase warrants outstanding:

Number Exercise Price
1,500,000 $0.15
5,350,000 $0.15
1,390,000 $0.12
3,487,500 $0.20

321,000 * $0.20
2,837,498 $0.20

503,500 * $0.20

15,389,498

* These broker warrants were issuedasf i nder s’
to share issue costs and to contributed surplus calculated using the Black-Scholes option pricing model.

Stock Options

A summary of stock option activity during the three months ended March 31, 2008 is as follows:

Balance, June 30, 2007
Granted

Exercised

Expired or cancelled

Balance, September 30, 2007
Granted

Exercised

Expired or cancelled

Balance, December 31, 2007
Granted

Exercised

Expired or cancelled

Balance, March 31, 2008

Expiry Date

June 23, 2008
June 30, 2008
June 30, 2008
November 13, 2008
November 15, 2008
December 21, 2008
December 21, 2008

Weighted Average

Number Exercise Price
4,205,000 $0.10
4,205,000 $0.10
2,225,000 0.20
(350,000) 0.10
(365,000) 0.10
5,715,000 $0.14
(75,000) 0.20
5,640,000 0.14

f e e sA fairoatlup ef 668,320 ivas charged

Subsequent to March 31, 2008, an additional 1,790,000 stock options expired and an additional
3,150,000 were granted at an exercise price of $0.10 per common share at any time prior to May 19,

2010.

These accompanying notes are an integral part of these consolidated financial statements.
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NOTE6 SHARE CAPITAL (Continued)

Stock Options (Continued)

During the three months ended March 31, 2008, the Company incurred the following stock options
transactions:

Number of Cancelled Number of
options Granted /expired Exercised options
December 31, during the during the during the March 31,

2007 period period period 2008 Exercise price Expiry date
1,790,000 - - - 1,790,000 $0.10 April 11, 2008
1,400,000 - - - 1,400,000 $0.10 July 7, 2008

300,000 - - - 300,000 $0.10 January 11, 2009
2,125,000 - (75,000) - 2,050,000 $0.20 November 6, 2009

100,000 - - - 100,000 $0.20 December 24, 2009
5,715,000 - (75,000) - 5,640,000

NOTE7 STOCK-BASED COMPENSATION

For the three months ended March 31, 2008, the Company recorded stock-based compensation expense
totaling $Nil (2007 - $Nil).

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

2008 2007
Risk-free interest rate N/A 3.99%
Dividend yield N/A 0%
Volatility N/A 103%-108%
Expected life N/A 1-2 years

NOTE8 CONTRIBUTED SURPLUS

Changes in Contributed Surplus for the three months ended March 31, 2008 are:

March 31, June 30,
2008 2007
Balance, beginning of the period $ 1,031,931 $ 628,956
Stock-based compensation - 123,000
Fair value of stock options exercised - (24,342)
Balance, end of the period $ 1,031,931 $ 727614

These accompanying notes are an integral part of these consolidated financial statements.
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NOTE9 RELATED PARTY TRANSACTIONS

During the three months ended March 31, 2008 and year ended June 30, 2007, the Company incurred
the following charges by directors, former directors, officers and companies with directors or former
directors in common:

Three months

ended Year ended
March 31, June 30,
2008 2007
Consulting fees $ 13,500 $ 12,600
Management fees 40,200 15,000

Stock-based compensation - - -

$ 53700 $§ 27,600

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.

Included in loans receivable at March 31, 2008 is $150,000 (June 30, 2007: $103,591) owed from
companies with directors or former directors in common.

Included in marketable securities at March 31, 2008 are 300,000 common shares (June 30, 2007:
500,000 common shares) of companies with directors or former directors in common. These shares have
a market value of $30,000 (June 30, 2007: $85,000). During the three months ended March 31, 2008, the
Company recorded an unrealized comprehensive loss of $21,000 on the decline in market value of these
common shares.

Included in accounts payable and accrued liabilities at March 31, 2008 is $nil (June 30, 2007: $19,080)
owed to a company with a director in common.

NOTE 10 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.

NOTE 11 SUBSEQUENT EVENTS

Subsequent to March 31, 2008, the Company acquired an additional seven claims on April 2, 2008,
comprised of 1,512 hectares ( “ Spr u c e th&tlam inrthe Reed Lake Property area. These Spruce
Claims will be subject to the terms and a second Reed Lake 50% Joint Venture agreement (Note 4) and
also subject to regulatory approval. Acquisition costs were $10,000 in cash (paid), $10,000 at the end of
12 months following the Approval Date by the regulatory authorities, $15,000 at the end of 24 months
following the Approval Date and $20,000 at the end of 48 months following the Approval Date with all
such cash payments to be shared 50% by each Joint Venture partner.

These accompanying notes are an integral part of these consolidated financial statements.
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NOTE 11 SUBSEQUENT EVENTS (Continued)

In addition, each Joint Venture partner will each make share issuances to the vendor totaling 150,000
shares of each of their respective common shares, due as follows: 25,000 shares upon the Approval
Date; 25,000 shares at the end of 12 months following the Approval Date; 25,000 shares at the end of 24
months following the Approval Date; 25,000 shares at the end of 36 months following the Approval Date;
and 50 shares at the end of 48 months following the Approval Date. Share issuances by the Company will
be valued at the ascribed price at the time of each share issuance.

The Joint Venture partners are each obligated to incur exploration expenditures on the Spruce Claims
totaling $300,000 over a 48-month period (as to $150,000 each), as follows: $Nil at the end of 12 months
following the Approval Date; $25,000 prior to the end of 24 months following the Approval Date; $50,000
prior to the end of 36 months following the Approval Date; and $75,000 prior to the end of 48 months
following the Approval Date.

NOTE 12 COMPARATIVE FIGURES

Certain comparative figures as at June 30, 2007 have been reclassified in order to comply with the
current vy alstatensent présentation.

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




