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International Frontier Resources Corporation
Consolidated Interim Financial Statements
For the six month interim period ended

June 30, 2006

(unaudited — prepared by Management)

National Instrument 51-102 Notice
The consolidated interim financial statements of International Frontier Resources Corporation
(“the Company”) as at June 30, 2006 have been compiled by management.

These financial statements have not been reviewed or audited on behalf of the shareholders
by the Company’s independent external auditors, Grant Thornton LLP.



International Frontier Resources Corporation

Consolidated Interim Balance Sheets

(unaudited — prepared by Management)

June 30, December 31,
2006 2005
Assets
Current
Cash and cash equivalents $ 13,368,101 $ 12,905,913
Receivables 429,690 1,930,590
Inventory 82,125 82,125
Prepaids 119,063 132,412
13,998,979 15,051,040
Refundable deposits (Note 4) 1,596,700 1,441,325
Property and equipment (Note 5) 10,763,920 6,998,635
Intangibles (Note 6) 42,500 45,000
$ 26,402,099 $ 23,536,000
Liabilities
Current
Payables and accruals $ 559,155 $ 288,565
Asset retirement obligations (Note 7) 234,336 201,390
Future income taxes (Note 8) 2,096,019 393,368
Convertible debentures (Notes 9) 62,648 62,648
2,952,158 945,971
Shareholders' Equity
Share capital (Note 10) 26,193,578 25,111,254
Contributed surplus (Note 10) 4,058,446 3,928,117
Equity component of convertible debentures 2,352 2,352
Deficit (6,804,435) (6,451,694)
23,449,941 22,590,029
$ 26,402,099 $ 23,536,000
Contingent liabilities (Note 13)
Subsequent events (Note 17)
On behalf of the Board
(Signed) “Wm. Patrick Boswell” Director (Signed) “W.J. McNaughton” Director

See accompanying notes to the interim consolidated financial statements.




International Frontier Resources Corporation
Interim Statements of Loss and Deficit

(unaudited — prepared by Management)
Three Months ended June 30,

Six Months Ended June 30,

2006 2005 2006 2005
Revenue
Oil and Gas $ 305255 $ 221918 $ 505,959 $ 395,098
Less: royalties (59,176) (35,900) (103,079) (80,338)
246,079 186,018 402,880 314,760
Interest 102,738 56,184 186,244 113,836
348,817 242,202 589,124 428,596
Expenses
Operating Costs 85,495 109,230 184,781 193,110
Depletion and depreciation 379,362 68,780 415,385 101,673
Accretion of asset retirement
Obligations 5,335 5,180 10,889 11,351
General and administration 163,386 104,932 296,915 209,805
Stock based compensation - - 194,680 1,423,260
Interest and bank charges 2,285 48 7,246 4,080
635,863 288,170 1,109,896 1,943,279
Loss before income taxes (287,046) (45,968) (520,772) (1,514,683)
Income taxes (recovery) (151,755) (43,654) (168,031) (64,352)
Net loss $ (135291) $ (2,314) $ (352,741) $ (1,450,331)
Loss per share
Basic (Note 11) $ (0.00) $ (0.00) $ (0.01) $ (0.04)
Diluted (Note 11) $ (0.00) $ (0.00) $ (0.01) $ (0.04)

Deficit, beginning of period
Net loss

Deficit, end of period

$ (6,451,694)
(352,741)

$ (6,804,435)

$ (4,614,459)
(1,450,331)

$ (6,064,790)

See accompanying notes to the interim consolidated financial statements.




International Frontier Resources Corporation

Interim Statements of Cash Flows

(unaudited — prepared by Management)
Three Months ended June 30,

Six Months Ended June 30,

2006 2005 2006 2005
Increase (decrease) in cash and cash equivalents
Operating
Net loss $ (135291) $ (2,314) $ (352,741) $ (1,450,331)
Depletion and depreciation 379,362 68,780 415,385 101,673
Accretion of asset retirement 5,335 5,180
Obligations - - 10,889 11,351
Stock based compensation - - 194,680 1,423,260
Gain on sale of investment - - - (4,746)
Income tax (recovery) (151,755) (43,654) (168,031) (64,352)
Cash flow from operating
activities 97,651 27,992 100,182 16,855
Change in non-cash
operating working
capital (Note 15) 33,111 28,627 578,840 (133,253)
130,762 56,619 679,022 (116,398)
Investing
Additions to petroleum and
natural gas properties (2,447,142)  (1,076,445) (4,156,769) (1,771,789)
Investment in Sidox Chemicals
Canada Inc. - (235,000) - (235,000)
Change in non-cash
investing working
capital (Note 15) 1,527,289 872,599 1,205,997 (229,890)
(919,853) (438,846) (2,950,772) (2,236,679)
Financing
Private placements 2,814,313 127,823 2,889,313 3,044,847
Convertible debentures - - - -
Deferred financing charge - - - -
Change in non-cash financing
working capital (Note 15) - - - (53,130)
2,814,313 127,823 2,889,313 2,991,717
Net decrease in cash and
cash equivalents 2,025,222 (254,404) 617,563 638,640
Cash and cash equivalents,
Beginning of period 12,939,579 11,206,277 14,347,238 10,313,233
End of period $ 14,964,801 $10,951,873 $ 14,964,801 $ 10,951,873
Cash and cash equivalents is represented by:
Cash and temporary investments $ 13,368,101 $ 9,569,122
Refundable deposits 1,596,700 1,382,750
$ 14,964,801 $ 10,951,872

See accompanying notes to the interim consolidated financial statements.




International Frontier Resources Corporation

Notes to the Consolidated Interim Financial Statements

(unaudited — prepared by Management)
June 30, 2006

1. Nature of operations

The Company, since inception, is engaged primarily in the exploration for and development of
petroleum and natural gas reserves. These activities are conducted in two cost centres,
being Canada and the United Kingdom.

The costs associated with the acquisition and development thereon to date is recognized in
these consolidated financial statements in accordance with the accounting policies outlined in
Note 2. Accordingly, their carrying value represents costs incurred to date and do not
necessarily reflect present or future values. The recoverability of these amounts is dependent
upon the existence of economically recoverable petroleum and natural gas reserves.

2. Summary of significant accounting policies

The consolidated financial statements include the accounts of the Company, it's wholly
owned United Kingdom subsidiary, Britcana Energy Ltd. and its 50% interest in Sidox
Chemicals Canada Ltd. All inter-company transactions and balances are eliminated upon
consolidation.

The interim consolidated financial statements have been prepared following the same
accounting policies and methods of computation as the consolidated financial statements for the
year ended December 31, 2005. The interim consolidated financial statements should be read
in conjunction with the audited consolidated financial statements and the notes thereto for the
year ended December 31, 2005.

3. Investment in Sidox Chemicals Canada Ltd.

In June 2005, the patent owner of Sidox exercised its right to acquire 50% of the issued and
outstanding shares of the Company’s wholly owned subsidiary Sidox Chemicals Canada Ltd.
(“Sidox Canada”). In conjunction with this reorganization, Sidox Canada cancelled its
outstanding shares and issued new shares. The Company purchased 50% of the
outstanding shares of Sidox Canada for a cash consideration of $135,000 and payment in
kind of $90,000 through provision of 2 tonnes of Sidox material at $45,000 per tonne. In
addition, the Company was obligated to pay $100,000 on behalf of Sidox Canada to acquire
an exclusive licensing agreement to the patented technology Sidox in Canada. The
investment in Sidox Canada is subject to joint control and accordingly has been
proportionately consolidated in these financial statements at June 30, 2006.




International Frontier Resources Corporation

Notes to the Consolidated Financial Statements
June 30, 2006

3. Investment in Sidox Chemicals Canada Ltd. (continued)

The Company’s proportionate share of balances included in these consolidated financial
statements related to Sidox Canada is:

Six months ended Year ended
June 30,2006 December 31, 2005
Assets
Cash $ 49,990 $ 49,985
Inventory 82,125 82,125
Intangibles 42,500 45,000
174,615 177,110
Liabilities
Payables 65,000 50,000
Net assets $ 109,615 $ 127,110
Revenues $ - $ -
Expenditures 17,492 97,890
Net Loss $ 17,492 $ 97,890
Cash from (used) in operating activities $ 15 $ (53,181)
Cash from investing activities $ - $ 101,793
Cash used in financing activities $ - $ -

4. Refundable Deposits

As at June 30, 2006, the Company has provided an assignment of cash totalling $58,575 (2005
- $58,575) as security on an irrevocable standby letter of credit against lease rentals on
Northwest Territories Exploration License No. 391. As at June 30, 2006, EL-391 has expired
and the Company has applied for a return of its letter of credit in the amount of $58,575.

As at June 30, 2006, the Company has provided an assignment of cash totalling $310,000
(2005 - $310,000) as security on the irrevocable standby letter of credit against refundable
deposits on Northwest Territories Exploration License No. 423 (see Note 13).

As at June 30, 2006, the Company has provided an assignment of cash totalling $781,250
(2005 - $781,250) as security on the irrevocable standby letter of credit against refundable
deposits on Northwest Territories Exploration License No. 429 (see Note 13).

As at June 30, 2006, the Company has provided an assignment of cash totalling $250,000
(2005 - $250,000) as security on the irrevocable standby letter of credit against refundable
deposits on Northwest Territories Exploration License No. 432 (see Note 13).

As at June 30, 2006, the Company has provided an assignment of cash totalling $196,875
(2005 - $nil) as security on the irrevocable standby letter of credit against refundable deposits
on Northwest Territories Exploration License No. 441 (see Note 13).




International Frontier Resources Corporation

Notes to the Consolidated Financial Statements
June 30, 2006

5. Property and equipment

June 30, 2006 Accumulated
Depletion and Net Book
Cost  Depreciation Value
Petroleum and natural gas properties $ 12924258 $ 2,184,910 $ 10,739,348
Office furniture and equipment 78,209 53,637 24,572

$ 13,002,467 $ 2,238,547 $ 10,763,920

December 31, 2005 Accumulated
Depletion and Net Book

Cost Depreciation Value

Petroleum and natural gas properties $ 8,746,086 $ 1,775238 $ 6,970,848
Office furniture and equipment 78,209 50,422 27,787

$ 8824295 $ 1825660 $ 6,998,635

The Company has financed a portion of its exploration and development activities from the
proceeds of flow-through share issues. As a result, petroleum and natural gas properties with a
cost of $8,845,385 (2005 - $4,901,394) have no cost basis for income tax purposes. During the
period, $61,630 (2005 - $184,879) of overhead expenses directly related to exploration and
development activities were capitalized and $3,088 (2005 - $10,529) of interest expense was
capitalized. Also during the period, $Nil (2005 - $72,438) of expenses incurred in conducting a
pilot project to test the Sidox product were capitalized to petroleum and natural gas properties.

As at June 30, 2006, undeveloped properties, mainly in the Northwest Territories, with a cost of
$10,124,680 (2005 - $6,222,050) included in petroleum and natural gas properties have not
been included in the cost pool for purposes of calculating depletion.

As at June 30, 2006, $Nil (2005 - $44,833) impairment of petroleum and natural gas assets has
been recorded to reflect the excess carrying amount of assets over fair value of future reserves.
In addition at June 30, 2006 $345,415 (2005 - $nil) impairment of petroleum and natural gas
assets included in undeveloped properties has been recorded. These amounts are included in
depletion and depreciation on the consolidated statements of loss and deficit.




International Frontier Resources Corporation

Notes to the Consolidated Financial Statements
June 30, 2006

6. Intangible Assets
June 30, 2006 Accumulated
Depletion and Net Book
Cost Depreciation Value
Sidox license $ 45,000 $ 2,500 $ 42,500
December 31, 2005 Accumulated
Depletion and Net Book
Cost Depreciation Value
Sidox license $ 50,000 $ 5,000 $ 45,000

7. Asset retirement obligations

The Company’s asset retirement obligations result from net ownership interest in petroleum and
natural gas assets including well sites, gathering systems and processing facilities. The
Company estimates the total undiscounted amount of cash flows required to settle its asset
retirement obligations is approximately $410,000. A credit-adjusted risk-free rate of 9% was
used to calculate the fair value of the asset retirement obligations. A reconciliation of the asset
retirement obligations is provided below:
Six months ended Year ended
June 30, 2006 December 31, 2005

Balance, beginning of year $ 201,390 $ 232,752
Liabilities incurred 22,057 16,537
Liabilities settled - (69,610)
Accretion expense 10,889 21,711
Balance, end of period $ 234,336 $ 201,390




International Frontier Resources Corporation

Notes to the Consolidated Financial Statements
June 30, 2006

8. Income taxes

a) The total provision for income taxes differs from the expected amount calculated by
applying the combined federal and provincial tax rates of approximately 33.60% (2005 -
33.60%) to loss before income taxes. This difference results from the following items:

Six months ended Year ended
June 30,2006 December 31, 2005

Loss before income taxes $__(352,741) $ (2,013,113)
Expected tax recovery at combined federal
and provincial statutory rates $  (174,979) $ (676,406)

Increase (decrease) resulting from:

Statutory rate change - (85,000)
Resource allowance 4,526 8,723
Stock-based compensation 65,412 524,983
Valuation allowance 91,706 88,331
Other (154,696) (36,510)
Future income tax recovery $  (168,031) $  (175,879)
b) Future income taxes consist of the following temporary differences:
June 30, December 31,

2006 2005

Excess of carry value of property and equipment
over tax values $ 2,929,998 $ 1,168,160
Asset retirement obligations (78,737) (67,667)
Share issue costs (252,726) (252,726)
Non-capital losses carry-forwards (473,130) (427,793)
Other (29,386) (26,606)

$ 2,096,019 $ 393,368

9. Convertible debentures

On June 4, 2004, the Company issued convertible redeemable debentures for total proceeds of
$975,000. The debentures have a term of four years, pay interest at a rate of 9.5% per year
and are convertible into common shares at $0.60 per share in year one, $0.65 per share in year
two, $0.70 per share in year three and $0.75 per share in year four.

The Company’s convertible debentures are presented in their component parts. The debt
component represents the present value of the payment obligations, interest and principal, to
be satisfied in cash, discounted at the rate of interest that would be applicable to a debt-only
instrument of comparable term and risk. The residual amount of the debenture represents the
equity component and is presented in shareholders’ equity. These component parts have been
measured at their respective estimated fair values at the time the convertible debentures were
originally issued.




International Frontier Resources Corporation

Notes to the Consolidated Financial Statements
June 30, 2006

9. Convertible debentures (continued)

During the period ended December 31, 2005 $910,000 of debentures had been converted into
1,512,821 common shares of the Company. There were no debentures converted for the three
month period ended June 30, 2006. At June 30, 2006, the fair value of the remaining $65,000
of convertible debentures is approximately $62,648.

10.

a)

b)

Share capital

Authorized:

Unlimited common shares
Unlimited preferred shares

Issued:

June 30, 2006

December 31, 2005

Number Number
of Shares Amount of Shares Amount
Common shares
Beginning of year 40,247,468 $ 25,111,254 31,956,580 $ 15,458,255
Issued for cash - - 5,000 2,250
Issued upon exercise
of warrants 1,521,250 2,814,313 4,183,070 3,543,848
Issued upon exercise
of options 50,000 139,350 490,000 425,350
Issued upon conversion
of debentures - - 262,818 160,000
Issued upon acquisition
of properties - - 75,000 150,000
Flow-through
shares - 3,275,000 5,567,500
Tax effected flow-through
shares - (1,870,680) - -
Tax effected share
issue costs - (659) - (195,949)
Balance, end of period 41,818,718 $ 26,193,578 40,247,468 $ 25,111,254

10



International Frontier Resources Corporation

Notes to the Consolidated Financial Statements
June 30, 2006

10. Share capital (continued)
c) Stock options:

The Company has a stock option plan available to key consultants, officers, directors, and
employees of the Company. The exercise price of each option approximates the market price
for the common shares on the date the option was granted. As at June 30, 2006, 3,420,000
common shares were reserved for issuance under the plan. Options granted under the plan vest
upon granting and have a term of five years to expiry.

Qutstanding and exercisable June 30, December 31,
2006 2005
Weighted Weighted
Average Average
Number of Exercise Number of Exercise
Options Price Options Price
Beginning of year 3,320,000 $ 1.34 2,810,000 $ 1.02
Granted 150,000 $ 1.95 1,000,000 $ 1.80
Exercised (50,0000 $ 1.50 (490,000) $ 0.41
Balance, end of period 3,420,000 $ 1.37 3,320,000 $ 1.34
Expiry dates June 30, December 31,
2006 2005
Number of Number of

Options Price Options Price
December 23, 2008 690,000 $ 0.45 690,000 $ 0.45
January 26, 2008 90,000 $ 0.50 90,000 $ 0.50
April 1, 2009 90,000 $ 0.45 90,000 $ 0.45
November 16, 2009 600,000 $ 1.50 650,000 $ 1.50
December 23, 2009 800,000 $ 1.60 800,000 $ 1.60
February 11, 2010 900,000 $ 1.85 900,000 $ 1.85
September 15, 2010 100,000 $ 1.35 100,000 $ 1.35
January 3, 2011 150,000 % 1.95 - $ -
3,420,000 $ 1.37 3,320,000 $ 1.34

Options Qutstanding Options Exercisable
Weighted Weighted Weighted
Average Average Average
Options Contractual Exercise Options Exercisable
Exercise Price Outstanding Life (years) Price Exercisable Price
$0.45 - $0.50 870,000 3.02 $ 0.46 870,000 $ 0.46
$1.35-$1.95 2,550,000 4.09 $ 1.68 2,550,000 $ 1.68
3,420,000 3.82 $ 1.43 3,420,000 $ 1.43

11



International Frontier Resources Corporation
Notes to the Consolidated Financial Statements

June 30, 2006

10. Share capital (continued)

c) Stock options:

The weighted average fair market value of options granted in the period ended June 30, 2006 is
$1.29 per option (2005 - $1.56 per option). The fair value of each option granted was estimated
on the date of grant using the Black-Scholes option pricing model with the following

assumptions:

Risk-free interest rate

Expected life of options

Volatility in price of the Company’s shares
Dividend yield rate

d) Warrants:

Warrants outstanding are as follows:

June 30, December 31,
2006 2005
3.90% 3.55%

5 5
80.00% 130.00%
0% 0%

June 30, December 31,
2006 2005
Number of Number of

Warrants Amount Warrants Amount

Balance, beginning of year 1,637,500 $ - 12,430,225  $ 10
Issued in conjunction with

Flow-through shares (iv) - - 1,637,500 -

Exercised (1,521,250) - (6,139,670) (10)

Expired (116,250) - (6,290,555) -

Balance, end of period - 3 - 1,637,500 $ -

i) As of June 11, 2003, the Company acquired 100% of Sidox Canada. The consideration
paid for the purchase of all of the issued and outstanding shares of Sidox Canada was
the issuance of 2,000,000 non-transferable performance warrants with a carrying value of
$10, entitling holders to acquire one common share at $0.25 for two years and $0.35 in
the third year. The warrants can only be exercised if Sidox Canada acquires a ten year
exclusive license for Sidox and if wells in which the Company holds an interest that have
been treated with Sidox achieve a minimum 25% barrel of oil per day increase for a
period of 100 days. The purchase of Sidox Canada was from a company controlled by a

director of the Company.

At December 31, 2005, all of the conditions of exercise had been met and the 2,000,000
warrants were exercised at $0.35 for total proceeds of $700,000.

12



International Frontier Resources Corporation

Notes to the Consolidated Financial Statements
June 30, 2006

10.

d)

i)

i)

e)

Share capital (continued)
Warrants:

In conjunction with a brokered private placement occurring May 17, 2004 and closing July
19, 2004, the Company issued 6,080,000 units at $0.80 per unit for total proceeds of
$4,851,200. Each unit consists of one common share, one Series “A” warrant and one
Series “B” warrant. Two Series “A” warrants entitle the holder to acquire one common
share at $1.15 per share for a period of 180 days. Two Series “B” warrants entitle the
holder to acquire one common share at $1.50 for a period of 365 days. Series “B”
warrants can only be exercised if the holder has exercised the Series “A” warrant. At
June 30, 2006, all of the Series “A” warrants and 1,128,200 of the Series “B” warrants
have been exercised and the remaining Series “B” warrants expired on July 1, 2005.

In conjunction with a brokered private placement occurring September 29, 2004 and
closing October 26, 2004, the Company issued 2,530,000 flow-through share units at
$1.35 per unit for total proceeds of $3,415,500. Each unit consists of one common flow-
through share and one-half Series “C” warrant. One full warrant entitles the holder to
purchase one additional non-flow through common share at a price of $1.75 on or before
September 30, 2005. A commission of 7.5% was paid to the Underwriters by issuance of
189,750 non-flow through units consisting of one common share and one half warrant
having the same terms and conditions as the units comprised in the offering. At June 30,
2006, 264,470 of the Series “C” warrants have been exercised and the remaining Series
“C” warrants expired on October 1, 2005.

In conjunction with a non-brokered private placement occurring November 10, 2004 and
closing on December 23, 2004, the Company issued 410,700 flow-through share units at
$1.40 per unit for total proceeds of $574,980. Each unit consists of one common flow-
through share and one-half Series “C” warrant. One full warrant entitles the holder to
purchase one additional non-flow through common share at a price of $1.75 on or before
June 30, 2005. The remaining Series “C” warrants expired on July 1, 2005.

In conjunction with a non-brokered private placement occurring November 3, 2005 and
closing on November 24, 2005, the Company issued 3,275,000 flow-through share units
at $1.70 per unit for total proceeds of $5,567,500. Each unit consists of one common
flow-through share and one-half warrant. One full warrant entitles the holder to purchase
one additional non-flow through common share at a price of $1.85 on or before May 24,
2006. At June 30, 2006 1,521,250 warrants have been exercised and the remaining
116,250 warrants expired on May 24, 2006.

Contributed surplus:

June 30, December 31,
2006 2005

Balance, beginning of year $ 3,928,117 $ 2,588,519
Value attributed to stock options granted 194,679 1,562,448
Value of stock options exercised (64,350) (222,850)

Balance, end of year $ 4,058,446 $ 3,928,117

13



International Frontier Resources Corporation

Notes to the Consolidated Financial Statements
June 30, 2006

11. Per share amounts

Basic net loss per common share is computed by dividing the net loss by the weighted
average number of common shares outstanding for the year. Diluted net loss per common
share is computed by dividing net loss by the diluted weighted average number of common
shares outstanding for the year. In the calculation of diluted per share amounts, options
under the stock option plan are assumed to have been converted or exercised on the later of
the beginning of year and the date granted. Diluted per share amounts reflect the potential
dilution that could occur if securities or other contracts to issue common shares were
exercised or converted to common shares. Loss per share on a diluted weighted average
basis is the same as that presented for basic, as all factors are anti-dilutive.

Weighted average shares outstanding:

June 30, December 31,

2006 2005
Basic, beginning of period 40,335,246 35,141,388
Shares issued pursuant to options 1,151,765 611,216
Shares issued pursuant to conversion of debenture 61,764 56,081
Shares issued pursuant to warrants - -
Diluted, end of period 41,548,775 35,808,685

In calculating diluted common share amounts for the year ended June 30, 2006, the
Company excluded 1,050,000 options and warrants (2005 — 3,987,500) because the exercise
price was greater than the average market price of its common shares in those years.

12. Related party transactions

During the year, the Company paid consulting fees to certain officers and directors. Royalties
incurred during the year ended December 31, 2005 pursuant to the Company’s Royalty Incentive
Plan were included in payables and accruals at December 31, 2005 and were paid to participants
in the Royalty Incentive Plan in the period ended June 30, 2006 as set out below:

Six months ended Year ended
June 30, 2006 December 31, 2005

Consulting fees $ 105,000 $ 186,000
Royalty expense - 20,835

$ 105,000 $ 206,835

14



International Frontier Resources Corporation

Notes to the Consolidated Financial Statements
June 30, 2006

13.

a)

b)

c)

d)

e)

Contingent liabilities

The Company has lodged a letter of credit in the amount of $41,500 for its share of a
$381,608 refundable deposit on NWT Exploration License No. 416. The letter of credit
has been returned and the license has expired at June 30, 2006.

The Company has lodged a letter of credit in the amount of $310,000 for its share of a
$6,200,000 refundable deposit on NWT Exploration License No. 423. The letter of
credit is secured by an assignment of cash of $310,000. The Company is contingently
liable under the letter of credit for its proportional share of any portion of a $24,800,000
gross work commitment not fulfilled. The deposit will be refunded by $1 for every $4
spent on qualified expenditures on EL-423.

The Company has lodged a letter of credit in the amount of $781,250 for its share of a
$3,125,000 refundable deposit on NWT Exploration License No. 429 . The letter of
credit is secured by an assignment of cash of $781,250. The Company is contingently
liable under the letter of credit for its proportional share of any portion of a $12,500,000
gross work commitment not fulfilled. The deposit will be refunded by $1 for every $4
spent on qualified expenditures on EL-429.

The Company has lodged a letter of credit in the amount of $250,000 for its share of a
$1,000,000 refundable deposit on NWT Exploration License No. 432. The letter of
credit is secured by an assignment of cash of $250,000. The Company is contingently
liable under the letter of credit for its proportional share of any portion of a $4,000,000
gross work commitment not fulfilled. The deposit will be refunded by $1 for every $4
spent on qualified expenditures on EL-416.

The Company has lodged a letter of credit in the amount of $196,875 for its share of a
$10,500,000 refundable deposit on NWT Exploration License No. 441. The letter of
credit is secured by an assignment of cash of $196,875. The Company is contingently
liable under the letter of credit for its proportional share of any portion of a $787,500
gross work commitment not fulfilled. The deposit will be refunded by $1 for every $4
spent on qualified expenditures on EL-441.

14.

Financial Instruments

As disclosed in Note 2, the Company holds various forms of financial instruments. The nature
of these instruments and the Company’s operations expose the Company to fair value,
foreign currency and industry credit risks. The Company manages its exposure to these risks
by operating in a manner that minimizes its exposure to the extent practical.

a)

b)

Commodity price risk
The Company will be subject to commodity price risk for the delivery of natural gas and
crude oil.

Credit risk

Substantially all of the Company’s accounts receivable are with customers and joint
venture partners in the oil and gas industry and are subject to normal industry credit
risks.

15



International Frontier Resources Corporation

Notes to the Consolidated Financial Statements
June 30, 2006

15. Supplemental cash flow information

Changes in non-cash working capital items increase (decrease) cash as follows:

June 30, December 31,
2006 2005
Receivables $ 1,500,900 $ 1,179,196
Prepaids 13,349 18,065
Payables and accruals 270,588 (120,938)
$ 1,784,837 $ 1,318,199
Operating activities $ 578,840 $ (162,580
Investing activities 1,205,997 (1,102,489)
Financing activities - (53,130)
$ 1,784,837 $ 1,318,199
Interest paid $ 3,088 $ 4,473

16. Commitments

The Company is party to an agreement to lease its premises until December 31, 2011. The

annual rent of premises consists of a minimum rent plus occupancy costs.

payable for premises until the end of the lease are as follows:

2006 $ 27,790
2007 $ 81,360
2008 $ 81,360
2009 $ 81,360
2010 $ 81,360
2011 $ 81,360

Minimum rent

16



International Frontier Resources Corporation

Notes to the Consolidated Financial Statements
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17. Subsequent events

a) On July 11, 2006 the Company announced the issuance of 350,000 stock options to
Directors under the Company’s stock option plan. The options have an exercise price of
$1.40 per share and are subject to TSX Venture approval.

b)  On August 1, 2006 Exploration Licence 401 in the Central Mackenzie Valley expired. All
costs associated with the license have been written off subsequent to June 30, 2006.
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Overview

International Frontier Resources Corporation is engaged in the exploration for and development of petroleum
and natural gas reserves in the frontier regions of the Northwest Territories, Canada and the UK sector of the
North Sea. The following is management’s discussion and analysis (“MD&A”) of International Frontier
Resources Corporation’s (“International Frontier” or “IFR” or “Britcana” or the “Company”) operating and
financial results for the period ending June 30, 2006, as well as information concerning the Company’s future
outlook based on currently available information. This MD&A should be read in conjunction with the
Company’s June 30, 2006 consolidated interim financial statements and related notes, and December 31, 2005
audited financial statements and related notes and the Company’s 51-101 report filed on Sedar. This MD&A
includes subsequent events to August 29, 2006.

Operations Review
A summary of operations in Q2, 2006 is as follows;

Central Mackenzie Valley, Northwest Territories

Flintstone Project

A 250 kilometer 2-D seismic program is currently being shot on EL-423, EL-397 and EL-441. In EL-423
seismic is being acquired over the Haywood structure where a large Devonian prospect has been identified.
In EL-397 and EL-441 seismic is being shot on the North Stewart Cretaceous prospect and on the South
Tate Cretaceous/Devonian prospects. The program should be completed by mid September, with
interpretation due in November. The new seismic, coupled with existing seismic, will assist in selecting
locations for drilling in Q1, 2008. The program is expected to cost $13 million gross, $750,000 net to the
Company.

In Q-2 the consortium was awarded EL-441 for a work commitment of $10.5 million, $787,500 net to the
Company. The license is located immediately east of EL-397 where the Summit Creek and Stewart
discovery wells have been drilled. The license covers an area of 216,000 acres; three Cretaceous leads and
one Devonian lead have been identified on the License.

At a meeting in July the operator proposed drilling two exploration wells in Q1, 2007. The wells proposed
were, North Stewart, a follow up to the Stewart D-57 Cretaceous discovery, and the Det’onecho prospect, a
Devonian exploratory test. The consortium discussed the merits and risk associated with both prospects,
coupled with other prospects in inventory, and it was decided to delay drilling until the new seismic has
been interpreted. From a technical point of view this was the correct decision as the new seismic will
reduce future drilling risk.

The consortium granted Husky approval to prepare Significant Discovery Applications on the Summit
Creek Devonian discovery and the Stewart Cretaceous discovery. It’s envisioned that the applications will
be submitted to the National Energy Board before year end.

Subsequent to June 30, 2006 the consortium relinquished EL-401, a license located 60 miles north of the
Flintstone project. IFR held a 3.10% interest in EL-401 and all costs associated with this license will be
written off.

Colville Hills, NWT
In Q-2 an 8,400 square kilometer aero-gravity survey was acquired on EL-429 and EL-432. The data has

been interpreted and it has identified a number of prospect leads for seismic acquisition in Q-3, 2007. IFR
holds a 25% interest in EL-429 and EL-432, BG Canada (75%) has been appointed operator.
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Hay River, NWT

Subsequent to the reporting period the First Nation in the Fort Liard area in the Deh Cho region agreed to
hold a rights issuance in Q-4, 2006. This is the first land sale in the Deh Cho region for some time and
hopefully it will pave the way for future rights issuance in the region. IFR has a memorandum of
understanding with the Katlodeeche First Nation of the Hay River area; the MOU covers an area of 1.9
million acres and allows IFR the right to acquire seismic in advance of future land sales.

North Sea, UKCS

The Company operates in the UK through its wholly owned UK subsidiary Britcana Energy Ltd.
Laurel Valley Prospect (Quad 14)

Subject to Department of Trade and Industry approval, the Laurel Valley #1 well will commence drilling
on or before December 31, 2006. Oilexco will be appointed operator and will drill the well using the Sedco
712 rig currently under contract to Oilexco. The well will test three prospective oil horizons identified on
3-D seismic. Britcana will be carried for a 10.45% interest in the first well drilled on the prospect.

Lytham Prospect (Quad 41/42)

A farmin agreement is currently being finalized whereby an international Company will be appointed
operator. The Company has access to a drilling rig and subject to execution of formal agreements, and
Department of Trade and Industry approval; a test well will be drilled in 2007. The well will test two
prospective gas horizons identified on 3-D seismic. Britcana will pay 5% to earn 6.25% in the licenses
covering the Lytham and St. Anne’s prospects.

Ridgewood Prospect (block 12/17)

Block 12/17a was awarded to IFR (50%) and Palace Exploration UK (50%) at the 23" Licensing Round
held last year. Letters of intent have been executed whereby third parties will fund 70% of the well costs to
earn a 50% interest. Subject to execution of formal farmin agreements, and Department of Trade and
Industry approval, operatorship of 12/17 will be transferred to one of the third parties.  Preliminary
indications are that the well will be drilled in the first half of 2007. The well will test a Jurassic oil prospect
identified with 2-D seismic. Britcana’s current obligation is to fund 15% of the well cost to retain a 25%
interest.

Belfry Prospect (Quad 21)

A seismic review and farmin option agreement covering blocks 21/8, 21/14 and 21/15b was not exercised
by Britcana.

24™ Licensing Round

Britcana participated in a joint bid covering five North Sea blocks at the 24™ UKCS Licensing Round.
Applications were submitted on June 16, 2006 and awards should be announced in September.

Corporate

At June 30, 2006 the Company had 41,818,718 common shares outstanding, 45,338,718 fully diluted.

At June 30, 2006 the Company had cash of $13.4 million and refundable deposits of $1,596,700.

The Company is pleased to announce the appointment of Dr. Gary Lyons and Mr. Laurie Smith to its Board

of Directors. The Company would like to thank Mr. Jihad Shibley for serving as a Director. Mr. Shibley
resigned from the Board in Q-2 to pursue personal business opportunities.
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Quarterly Results

The following table summarizes results for the three months ended June 30, 2006, 2005 and 2004.

Six months ended June 30, 2006 2005 2004
Sales volumes — BOE/day 51 56 22
Oil Revenues, net of royalties $ 402,880 $ 314,760 $ 116,725
Interest and other income $ 186,244  $ 113,836 $ 5,978
Net loss $  (352,741) $ (1450331) $  (596,133)
Net loss per share - basic $ (0.01) $ (0.04) $ (0.03)

- diluted $ (0.01) $ (004 % (0.03)
Total assets $ 26,402,099 $ 17,802,253 $ 7,435,380
Working capital $ 134439824 $ 9,977,820 $ 2,449,190

Sales Volumes

Sales volumes for the six months ended June 30, 2006 were 51 BOE per day, a decrease of 5 BOE per day
or 9% as compared with the 56 BOE per day in the second quarter of 2005. Sales volumes in the second
quarter of 2006 increased 1 BOE per day as compared to the first quarter of 2006 at 51 BOE per day. Sales
volumes for the quarter ended June 30, 2006 are consistent with prior periods.

Gross Revenues and Royalties

For the six month period ended June 30, 2006 the Company received gross oil and gas revenues of
$505,959 (2005 - $395,098) and paid royalties of $103,079 (2005 - $80,338). Increase in net oil revenues
in 2006 is a result of an increase in average price received of 22% from $42.27 per BOE in 2005 to $54.31
per BOE in 2006. Net oil revenues of $246,079 for the three months ended June 30, 2006 increased by
$89,278 as compared to the three months ended March 31, 2006 as a result of an increase in the average
price received in the second quarter of 2006.

Operating expenses

In the six months ended June 30, 2006, the Company incurred operating expenses of $184,781 (2005 -
$193,110) a decrease of 4.5%. Decrease in operating costs in 2006 is reasonable due to fewer producing
properties at for the six months ended June 30, 2006 as, compared to 2005. For the three months ended
June 30, 2006 the Company incurred operating costs of $84,495 as compared to $99,285 in the first quarter
of 2006. Operating costs per BOE decreased from $21.78 for the three months ended March 31, 2006 to
$17.95 per BOE for the three months ended June 30, 2006, an increase of 17% due to higher utility costs in
the first quarter of 2006.

Interest income

The Company generated interest income from short term investments of $186,244 (2005 - $113,836) for
the six months ended June 30, 2006. The increase in interest income in the second quarter of 2006 as
compared to 2005 is due to interest earned on investment of funds raised through financing activities during
the year resulting in a larger cash balance at the end of the first quarter of 2006 coupled with an increase in
interest rate received on investments at June 30, 2006.
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Quarterly Results (continued):

Depletion and Depreciation

Depletion and depreciation on oil and gas properties of $64,254 or $6.90 per BOE for the six months ended
June 30, 2006 as compared to $81,170 or $8.68 per BOE for the six months ended June 30, 2005. The
decrease in DD&A in the 2006 as compared to the 2005 is mainly due to decrease in depletion rate in 2006
as there are were very few additions to the depletion base in the period ended June 30, 2006.

At June 30, 2006 an impairment test was performed which calculates the amount by which the carrying
amount of capitalized costs related to producing properties in Alberta exceeded fair value of the reserves as
estimated by the Company’s reservoir engineers at December 31, 2005. There was no impairment loss
recognized for the six months ended June 30, 2006

The carrying value of properties in the exploration stage in the Northwest Territories which have been
excluded from the depletion calculation at June 30, 2006 is $10,124,680 (2005- $6,222,050). A separate
impairment test has been performed on these properties and an impairment write down of $345,415 (2005 -
$nil) has been included in depletion and depreciation on the consolidated statements of loss and deficit in
the period ended June 30, 2006.

Accretion of asset retirement obligation

The accretion of asset retirement obligations remained relatively constant in the six months ended June 30,
2006 at $10,889 as compared to $11,351 in the same period in 2005.

General and administrative expenses

Six months ended June 30, 2006 2005 2004
Investor relations $ 20,686 % 27,382 $ 11,324
Filing and transfer fees 29,761 17,878 -
Professional fees 41,663 49,952 37,737
Consulting fees - gross 146,400 138,260 62,275
Consulting fees - capitalized (41,100) (67,675) (46,820)
Rent and office costs 99,505 44,368 18,254

$ 206915 $ 209.805 $ 82,770

General and administrative expenses were $296,915 for the six months ended June 30, 2006 up $87,110 or
41% compared with $209,805 in 2005. This increase is primarily a result of increases in filing and transfer
fees, consulting fees and a general increase in office costs and consulting fees in 2006

Stock based compensation

Stock based compensation costs decreased from $1,423,260 in the six months ended June 30, 2005 to
$194,679 in the same period in 2006 due to a fewer number of options issued to officers, directors,
employees and consultants during the three months ended June 30, 2006. There were no stock options
granted in the second quarter of 2006.
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Quarterly Results (continued):

Net Income (Loss)

The Company had a net loss for the six month period ending June 30, 2006 of $352,741 or $0.01 per share
as compared with a net loss of $1,450,331 or $0.04 per share for the six months ended June 30, 2005. The
Company’s net loss is affected by items which are non-operational in nature. For the six months ending
June 30, 2006 these non-cash items included depletion and depreciation and accretion expense of $426,274
(2005-$113,024) stock based compensation expense of $194,679 (2005 — $1,423,260), gain on sale of
investment of $Nil (2005 — $4,746), and a future income tax recovery of $168,031 (2005 — $64,352)
resulting in an adjusted net income from operations at June 30, 2006 of $100,182 as compared to a net
income from operations of $16,855 for the six months ended June 30, 2005.

Liquidity capital resources and financing activities

At June 30, 2006, the Company had working capital of $13,439,824 (2005 - $9,977,820). The Increase in
working capital at June 30, 2006 as compared to 2005 is mainly due funds raised from a non-brokered
private placement entered into on November 3, 2005 for the issuance of 3,275,000 flow through units at a
price of $1.70 per unit for net proceeds of $5,307,000, together with the exercise of 1,521,250 warrants for
proceeds of $2,814,313. The Company has sufficient working capital to meet all commitments to which it
is currently committed. The Company has no debt at June 30, 2006.

Financial Instruments

International Frontier does not have any commaodity or financial instrument hedges. The Company carries
various forms of financial instruments, all of which are recognized in International Frontier’s consolidated
interim financial statements at June 30, 2006. Unless otherwise denoted in the June 30, 2006 consolidated
interim financial statements it is management’s opinion that the Company is not exposed to significant
interest, currency or credit risks arising from the these financial instruments. The fair values of financial
instruments approximate their carrying value. The Company has no unrecognized gains or losses in its
financial statements.

Investing Activities

Total capital expenditures for the six months ended June 30, 2006 were $4,178,170 (2005 — $1,771,789) of
which $3,941,000 or 94% (2004 — 79%) related to exploration activities in the Central Mackenzie River
Valley, Northwest Territories. Operations in this area are expensive and of a high risk nature that could
create conditions that could alter the plans of the Company and its partners. Further, should commercial
quantities of petroleum and natural gas be proven to exist in the area, the timing of revenue generation is
dependent on a variety of factors not within control of the Company.

Obligations

Under the terms of the November 3, 2005 flow-through agreement the Company has remaining flow-
through share spending obligations of $1,623,500 at June 30, 2006. The Company has sufficient working
capital and future cash flow to meet its flow through share obligations. The Company is party to an
agreement to lease its premises until December 31, 2011. The annual rent of premises consists of a
minimum rent plus occupancy costs. Minimum rent payable for premises until the end of the lease will be
$27,790 to the end of December 31, 2005 and $81,360 per year to the end of December 31, 2011.

Related Party Transactions

Certain officers and directors provide professional, consulting and management services to the Company.
The amounts paid to these officers and directors during the six months ended June 30, 2006 were $105,000
(2005 — $93,000). Of the amount paid to related parties during the period, $41,100 (2005 -$55,125) was
capitalized to property and equipment at June 30, 2006.
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Other Items
Outstanding shares, options and warrants

The Company’s share capital structure is as follows:

As of: June 30, 2006 August 29, 2006
Common shares outstanding 41,818,718 41,818,718
Warrants outstanding - -
Options outstanding 3,420,000 3,285,000
Convertible debentures 100,000 100,000
Fully diluted 45.338.718 45203.718

Additional details on the shares, options and warrants outstanding at June 30, 2006 are available in the
notes to the June 30, 2006 consolidated interim financial statements.

Critical Accounting Estimates

Management is required to make judgments, assumptions and estimates in the application of generally
accepted accounting principles that have a significant impact on the financial results of the Company.

Reserve estimates are a key component in the calculation of depletion, depreciation and accretion costs. A
change in reserve quantity estimates will result in a corresponding change in DD&A costs. In addition, if
capitalized costs are determined to be in excess of the calculated ceiling, which is based on reserve
quantities and values, the excess must be written off as an expense.

Asset retirement costs are estimated, discounted and carried on the balance sheet as a liability. A change in
estimated future asset restoration costs will change the liability on the balance sheet and the amortization of
the asset retirement costs included in property and equipment.

Summary of Quarterly Results

The quarterly results have been prepared without audit or review by the Company’s independent external
auditors. The following table summarized the Company’s financial and operating highlights for the past
eight quarters:

Quarter ended June 30, March 31, Dec 31, Sept 30,
2006 2006 2005 2005
Sales volumes — Bbl/day 52 51 45 51
Revenues, net 246,079 240,305 119,586 281,853
Net loss (135,291) (217,450) (228,373) (158,531)
Net loss per share — basic (0.00) (0.005) (0.01) (0.04)
—diluted (0.00) (0.005) (0.01) (0.04)
Total assets 26,402,099 23,440,488 23,536,000 17,796,340
Working capital 13,439,824 12,555,476 14,762,475 9,635,305
Refundable Deposits 1,596,700 2,016,225 1,441,325 1,382,750
Net cash generated (loss)
from operations 100,181 2,529 (238,125) 65,489
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Summary of Quarterly Results (continued):

June 30, March 31, Sept 30, Sept 30,

2005 2005 2004 2004

Sales volumes — BOE/day 50 50 60 68

Revenues, net 242,202 186,395 224,806 278,121

Net loss (2,314) (1,447,315) (2,540,027) (238,788)

Net loss per share — basic (0.00) (0.04) (0.15) (0.00)

—diluted (0.00) (0.04) (0.15) (0.00)

Total assets 17,802,253 17,715,050 14,773,508 10,489,813

Working capital 9,977,820 12,165,397 9,954,156 5,222,766

Refundable deposits 1,382,750 351,500 351,500 351,500
Net cash generated (loss)

from operations 27,992 (10,436) (87,875) 12,910

Forward Looking Statements

This Management Discussion and Analysis (MD&A) contains forward-looking or outlook information
which reflects management’s expectations regarding the Company’s growth, results of operations,
performance and business prospects and opportunities. The use of words such as “anticipate”, “continue”,
“estimate”, “expect”, “may”, “project”, “should”, “”believe”, ““outlook”, “forecast” and similar
expressions are intended to identify forward-looking statements. These statements reflect management’s
current beliefs and are based on information currently available to management. Forward-looking
statements involve known and unknown risks, uncertainties and other factors that may cause actual results
of events to differ materially from those anticipated in these forward-looking statements. Although
management believes the expectations reflected in these forward-looking statements are reasonable, there
can be no assurance that actual results will be consistent with these forward-looking statements. Readers
should not put undue reliance on forward-looking information. These statements are made as of the date
hereof and management assumes no obligation to update or revise these statements to reflect new events or
circumstances.

Our actual results could differ materially from those anticipated in these forward-looking statements as a
result of the risk factors set forth below and elsewhere in this management discussion and analysis.

Volatility in market prices for oil and natural gas;

Risks inherent in our operations;

Geological, technical, drilling and processing problems;

General economic conditions;

Industry conditions, including fluctuation in the price of oil and natural gas;

Governmental regulation;

Fluctuation in foreign exchange and interest rates;

Unanticipated events that can reduce production or cause production to be shut-in or delayed;
Failure to obtain industry partner and other third party consents and approvals, when required;
The need to obtain required approvals from regulatory authorities; and

The other factors discussed under “Operational and Other Business Risks” in this management
discussion and analysis.

Other information

Additional information regarding International Frontier Corporation’s reserves and other data is available
on SEDAR at sedar.com.
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