
QUEST OIL CORPORATION 
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS 

For the three months ended June 30, 2010 
 

 
1. ORGANIZATION AND DESCRIPTION OF THE BUSINESS 

The accompanying unaudited condensed financial statements have been prepared in accordance with generally 
accepted accounting principles for interim financial information and with the instructions to Article 8 of Regulation 
S-X.  Accordingly, they do not include all of the information and footnotes required by generally accepted 
accounting principles for complete financial statements.  In the opinion of management, all adjustments (consisting 
of only normal recurring accruals) considered necessary for a fair presentation have been included.  Operating 
results for the three months ended June 30, 2010 are not necessarily indicative of the results that may be expected 
for the year ended March 31, 2011.  For further information, refer to the Company’s financial statements and 
footnotes thereto included in the Company’s annual report for the year ended March 31, 2010. 
 
The information furnished herein was taken from the books and records of the Company without audit.  However, 
such information reflects all adjustments which are, in the opinion of management, necessary to properly reflect the 
results of the period presented.   
 
Any reader of these financials and footnotes is well advised to thoroughly review filings previously made by 
the Company with the SEC and Pinksheets. 
 
2. GOING CONCERN 

The accompanying financial statements have been prepared assuming the Company will continue as a going 
concern.  Because of the recurring operating losses, little revenues and the excess of current liabilities over current 
assets, there is substantial doubt about the Company’s ability to continue as a going concern.  The Company is also 
in default of several Notes in excess of $4,800,000.   

These consolidated financial statements do not include any adjustments relating to the recoverability and 
classification of recorded assets, or the amounts and classification of liabilities that might be necessary in the event 
Quest Oil cannot continue in existence. 

3. NOTES PAYABLE  

Notes payable consisted of the following: 

  
At 

  
June 30, 2010 

Gross proceeds from notes 
 

$     6,000,000 
Less: discount on notes 

 
(6,000,000) 

Less: principal payments 
 

(1,352,524) 
Add: Amortization of discounts   6,240,000 

Carrying Value of notes 
 

$      4,887,476 
 

These notes are currently in default.  Such default may provide the basis for the note holders to force further 
liquidation of our assets.  

4. PREFERRED SHARES  



Quest Oil is authorized to issue up to 2,000,000 preferred shares with a par value of $0.001 per share. The Company 
currently has (2) series of preferred stock authorized for issuance, series B and series C.  At June 30, 2010 there 
were 413,497 preferred shares issued and outstanding.   

5. COMMON SHARES  

Quest Oil is authorized to issue up to 14,998,000,000 common shares with a par value of $0.001 per share, at June 
30, 2010 there were 8,412,221,673 shares issued and outstanding. 

During February 2010, the Company entered into a letter of intent with SunDial/McDermett Operating Inc. Under 
the terms of the agreement and pursuant to future definitive agreements, Quest Oil would have acquired a 65% 
working interest in a 520-acre lease located in Brown County, Texas.  As a result, of the letter of intent, the 
Company conditionally issued 10,000,000 restricted shares as part of the attempted purchase.  While we exercised 
good faith by undertaking to conduct thorough due diligence on SunDial/McDermett Operating Inc. and attempted 
to close the transaction, we were unable to do so.  The Company has put a stop order on the certificate representing 
the 10,000,000 restricted shares.   

6. INCOME TAXES 

Income tax expense is provided for the tax effects of transactions reported in the financial statements and consist of 
taxes currently due plus deferred taxes.  Deferred taxes are recognized for differences between the basis of assets 
and liabilities for financial statement and income tax purposes.  The differences relate primarily to the effects of net 
operating loss carry forwards and differing basis, depreciation methods, and lives of depreciable assets. The deferred 
tax assets represent the future tax return consequences of those differences, which will be deductible when the assets 
are recovered.  

No income tax benefit (expense) was recognized for the three months ended June 30, 2010 as a result of tax losses in 
this period and because deferred tax benefits, derived from the Company’s prior net operating losses, were 
previously fully reserved and the Company has cumulative net operating losses for tax purposes in excess of $35 
million. 

 The Company currently has tax return periods open beginning with December 31, 2003 through December 31, 
2009. 

7.  SUBSEQUENT EVENTS  

The Company has performed an evaluation of events occurring subsequent to year end through the issuance date of 
this report. Based on our evaluation, nothing other than the below events need to be disclosed. 

During June, 2010 the Company announced that it had signed a Letter of Intent (LOI) to acquire 100% of the assets 
of B&B Oil, a private, independent oil and gas exploration and development company based in Fredericksburg, 
Texas. Following an exchange of shares, the details of which will be announced on the date of the closing of the 
transaction, Quest Oil will acquire 100% of B&B Oil’s producing wells and leases, all of which lie within proven oil 
and gas plays in Texas.  While the LOI has been signed, the final terms of the acquisition have not been finalized at 
this time. 

 


