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Notice of No Auditor Review of Interim Financial Statements

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

The accompanying un-audited financial statements of the Company have been prepared
by and are the responsibility of the Company’s management. The Company’s
independent auditor has not performed a review of these financial statements in
accordance with the standards established by the Canadian Institute of Chartered

Accountants for a review of interim financial statements by an entity’s auditor. ‘
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Highlights

Nine months ended June 30, 2007 (Unaudited)

Financial

2006

Total Revenue

Cash Flow

per share

Net loss

per share
Capital expenditures
Total assets

Working capital

Total shares outstanding, at period end

(172,443)

(0.01)

196,099
0.01
47,905
417,615
361,196

24,168,329
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Financials
The Company’s net loss for the nine months ended June 30, 2007 was $294,228

($196,099 for the same period in fiscal 2006). There were no capital expenditures for the
three months ended June 30, 2007.

Exemption and Extension of Class B Warrants

Subsequent to nine months ended June 30, 2007, on July 3, 2007, the Company received
an exemption from the CNQ relating to the Class B Warrants that were scheduled to
expire on August, 20, 2007. Previously, each Class B Warrant entitled the warrant holder
to purchase one additional common share at a price of $0.25 per common share until
close of business August, 20, 2007.

The CNQ granted an extension to the expiry date whereby each warrant holder could then
exercise the warrants held up to close of business on September 28, 2007. This date
would coincide with the year end of the Company. There was no change in the exercise
price of the common shares.

Additionally, on August 27, 2007, the Company has received a further exemption from
the CNQ relating to the Class B Warrants that were scheduled to expire on September 28,
2007. Previously, each Class B Warrant entitled the warrant holder to purchase one
additional common share at a price of $0.25 per common share until close of business
September 28, 2007.

The CNQ has granted an extension to the expiry date whereby each warrant holder may
now exercise the warrants held up to close of business on November 28, 2007. There is
no change in the exercise price of the common shares.

San Joaquin Basin Project

Also, subsequent to nine months ended June 30, 2007, on July 12, 2007, CalStar and
Nomad Hydrocarbons LLC, (CalStar owns 80% of the LLC through its wholly-owned
subsidiary) signed a Seismic Option Farm-Out Agreement (the “Agreement”) with
Chevron USA Inc. (“Chevron™). Under the terms of the agreement, Chevron will fund
100% of the cost of a 3-D Seismic Survey in the San Joaquin Basin in Southern
California.
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CalStar and its Partners (the “Partners”) and Chevron will contribute approximately
16,000 and 3,000 gross acres of mineral leases respectively for a 33 square mile High
Definition 3-D Exploration Seismic Survey. After processing and interpretation of the
seismic data, the Partners will drill 3 wells on mutually agreed prospects. The Partners as
a group and Chevron will then each hold a 50% interest in the lands and wells.

The 3-D High Definition Survey will be the first modern data acquisition over the survey
area. Drilling targets are highly porous and permeable sandstone reservoirs containing
15° API to 25° API crude oils at depths of 1,200 feet to 3,000 feet and are therefore
relatively inexpensive to drill.

It is expected that the ‘Seismic Survey will commence in the Third Quarter of 2007,
followed by a drilling program starting in the Fourth Quarter of 2007.

Robust oil prices, nearby markets, availability of services, existing infrastructure geared
to heavy oil production and refining, all in an area where little modern exploration has
been carried out in a prolific oil-prone basin make the San Joaquin Basin an attractive
place to explore. Successful wells can be bought onto production quickly.

CalStar will retain a 20.175% interest in the seismic option lands with no further cost
through completion of the seismic program, and will retain a 40.3 % interest in its other

oil and gas assets in California.

Krotz Springs Louisiana Gas Project

On December 5, 2006, Aspire Capital entered into an agreement whereby they signed an
Over-riding Royalty Agreement with a third party on the Krotz Springs Project of 1% on
all hydrocarbons developed on the 4500 acre lease.

The Haas-Hirsch #1 (Krotz Springs Unit Well #60) has been completed in the lower of
two potential zones. Nine feet of perforations over the 16 feet of log indicated pay in the
Second Cockfield zone flowed at rates of approximately 900 mcf of gas per day during
clean-up, with no water. The well was flowed for an initial period of 17 hours and was
then shut-in to connect to permanent production equipment. Further testing and
production will be conducted into the flowlines at the location with the produced gas
going to sales. Current plans are to produce the well for several days and then conduct a
pressure transient build-up test. Stimulation or other alternatives will be considered to
increase production rates based on the results of the flow and build-up test.




