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NORTHERN OIL AND GAS, INC.
2007 ANNUAL REPORT ON FORM 10-K
PART |
Item 1. Business
Overview

Northern Qil and Gas, Inc. (the “Company,” “we,"s;i “our” and words of similar import) is a growtiriented independent ene
company engaged in the acquisition, exploratiopjatation and development of oil and natural gespprties. Prior to March 20, 2007,
name was “Kentex Petroleum, Inca”Nevada corporation incorporated on October 5620the Company took its present form on Marct
2007, when Northern Oil and Gas, Inc. (“NOG”), av¥dda corporation engaged in the Compsuyirrent business, merged with and intc
subsidiary, with NOG remaining as the survivingpmoation (as more fully discussed below). NOG thegrged into us, and we were
surviving corporation. We then changed our namBdahern Oil and Gas, Inc. References made heoetiKentex” refer to the Comparg’
status and operations prior to March 20, 2007.

The Company was originally organized under the laWthe State of Nevada on February 10, 1983, jwally for the purpose
engaging in any lawful activity. In March of 198Rentex completed a merger and began pursuing tpptes in the development &
production of oil well facilities including entegninto leases and partnerships and acting as deparamer of ventures. These operat
proved to be unsuccessful and ended over ten ygmrswhere, up until the merger of Kentex with amo NOG (as more fully discuss
below) there had been no further operations ortags&entex.

On or about January 18, 2006, Kentex receivedinatibn that the NASD had approved the Form 21liegipon for addition to th
OTC Bulletin Board under the ticker symbol “KNTXgffective January 19, 2006.

On December 19, 2006, Kentex filed with the Semsgitaind Exchange Commission a Current Report omR3K disclosing the
Kentex executed a Letter of Intent to acquire N@@] issued a Press Release in that respect on Decé8 2006.

On March 20, 2007, Kentex acquired Northern Oil &a&s, Inc., a Nevada corporation (“NOGjyrsuant to an Agreement and Pla
Merger (the “Merger AgreementBy and among us, Kentex Acquisition Corp., a Neveaigoration and our wholly owned subsidiary
“Merger Sub”),and NOG. The Merger Agreement provided that, ¢ffecMarch 20, 2007, Kentex Acquisition Corp. matgeith and inti
NOG, with NOG as the surviving corporation (“Merger”). We issued 21,173,013 shares of our common stoekdéhange for 100% of t
outstanding shares of NOG. Upon closing of the dderthe former stockholders of NOG thereafter led approximately 94% of o
outstanding shares of common stock.

Additional material terms of the Merger are asdoi:

1. NOG paid to certain Kentex shareholders and coastdt$415,000 under a Principal Shareholders Ageaethat was a conditi
of the Merger Agreemen

2. As part of the Principal Shareholders Agreementnédiately following the closing, these same shddsre of Kentex als
agreed to exchange approximately 1,680,000 additishares of Kentex in consideration of the issaaat approximatel
1,310,075 shares of newly “restricted securititsit are shares of common stock of Kentex, in amration of compromisir
certain claims for (i) expenses advanced to Kehteany of them; (ii) any other claims that any leéin may have against Kent
(iii) their agreement to enter into a Lock-Up/Le@kit Agreement covering the resale of these shareegotiated by NOG; a
(iv) the granting of certain registration rightgaeding an aggregate of 250,000 of these shardsdemand registration rights
cover all of these shares in the event it is subsetly determined that no resale of these pesssimares can be made unless r
pursuant to an effective registration statem




3. All shares of Kentex held by pre-Merger officersedtors, affiliates and consultants are subjea teventy-four (24) month Lock-
Up/Leak-Out Agreement. This Lock-Up/Le&kit Agreement provides that, after such sharesrbe@vailable for resale pursu
to SEC Rule 144, sales may only be made durindetide out period in accordance with lealst provisions, which include a pr

floor, broker’s transactions and a manner of salguirement, and allow no more than 1M2f the holdings to be sold or

cumulative basis for a period of twelve (12) montRk®r example, in the second month of the leakpeuiod, 2/12" of the share
governed by the Lo-Up/Leal-Out Agreement would be available for resi

4. Up to 250,000 of the Kentex shares retained byptb-Merger shareholders carry-called“piggybacl’ registration rights, whic
give the shareholders the right to include suchreshan any registration statement filed by the Camypwith the Securities a
Exchange Commission (the “SEGRjjthin twelve (12) months after the closing of terger. Such shares will also be subject
Lock-Up/LeakOut Agreement commencing on the date of the effeniss of such a registration statement and egpivirelve
(12) months following the date of the closing oé tilerger. For example, if the registration stateniecomes effective six |
months following the closing of the Merger, onetlsikl/6) of the shares governed by the Lock-Up/L-€ak Agreement would |
available on a cumulative basis for the remainiitg(8) months of the leak-out period. This Lock/Ugak-Out Agreement wi
also include manner of sale and br¢'s transactions requirements and a price fl

5. In conjunction with more restrictive lo-up agreements executed by the founders of the Qoynpa August 26, 2007, t
principal pre-merger shareholders agreed to extlkacprovisions of the lockp to limit the amount of open market sales tc
250,000 shares granted registration rights untgjust 2008. Beginning in August 2008, the prerger shareholders are enti
to sell onesixth (1/6) of their remaining shares per monthjectbto the same manner of sale and price floouirements ¢
previously agreed tc

Prior to the Merger, Kentex was a thinly capitadizpublicly-held “shell company”-+aeaning that it had no material asset
operations other than to acquire another businessmpanies—-and NOG was a recently formed developmental staggpany that had ju
commenced operations. Privately-held companiesidggo “go public”in a manner other than an initial public offerimpfhmonly referred
as an “IPO”)often seek a reorganization or merger with a stethpany to avoid the high cost of registering séiesrfor public sale, includir
attendant legal and accounting expenses, and ttadlyitengthy process involved in the registratafrsecurities. A transaction like the Mer
between the Merger Sub and NOG, whereby a majofitjre shares of Kentex were issued to NOG shadens| is described as a “reverse”
merger because the acquired company (NOG) usuallg bubstantially greater assets than the acquiibgjcly-held company (Kentex), a
the stockholders of the acquired company are usisslied a controlling interest in the acquiringnpany by reason of the perceived differe
in the relative values of the companies.

As a result of the Merger, NOG was deemed to beatlogiring company for financial reporting purposesl the transaction has b
accounted for as a reverse merger. The finanitdsents presented in the Company’s December(®B, 20KSB report were the historic
financial statements of Kentex Petroleum, Inc,gredlecessor company.

Immediately following the Merger, the Company coetpt a so-called shofitrm Merger with NOG, in which NOG merged into
Company, and the Company was the surviving en#ity.a part of this short-form Merger, the Compahgrged its name td\Nbrthern Oil an
Gas, Inc”.

On March 17, 2008 the Company received an appiet&r to begin trading on the American Stock Exge(the “AMEX”). Out
common stock commenced trading on the AMEX on M&@h2008 under the symbol “NOG.”

As a result of the reverse merger with NOG desdrigove, our main business focus has been diréztedl and gas exploration a
development. Unless specifically stated otherwidse,primary operations are now those formerly afg by NOG as well as other busir
activities since March, 2007, since the Comparslfigid not engage in any substantial businessities prior to the Merger.




Business

We are a growtloriented independent energy company engaged iadtpisition, exploration, exploitation and develamof oil an
natural gas properties, and have focused our #@esvprimarily on projects based in the Rocky MaimtRegion of the United Stat
specifically the Williston Basin. This is basedoapa belief that we are able to create value vitesjic acreage acquisitions and convert
value or portion thereof into production by utiligi experienced industry partners specializing éngpecific areas of interest. We have targ
specific prospects and began drilling for oil ire tilliston Basin region in the fourth fiscal quarif 2007. As of March 31, 2008, we h
completed five successful discoveries, consistingur targeting the Bakken formation and one téirgea Red River Structure.

As an exploration company, our business stratedy identify and exploit resources in and adjadergxisting or indicated produci
areas that can be quickly developed and put inymtimh at low cost. We also intend to take advgataf our expertise in aggressive |
acquisition to develop exploratory projects withrerely attractive growth potential in focus areasl to participate with other companie
those areas to explore for oil and natural gasgustate-of-the-art three-dimensional [{3-seismic technology. We believe our compet
advantage lies in our ability to acquire properytiie most exciting new plays in a nimble and @&ffit fashion. We are focused on
overhead. We believe we are in a position to raffgtiently exploit and identify high productionl@nd gas properties. We intend to cont
to actively pursue the acquisition of propertieat ffit our profile.

Because we recently acquired most of our acreagitigoes and did not commence drilling activitiegiuthe fourth fiscal quarter
2007, we did not perform any reservoir engineegafgulations in the 2007 fiscal year. We anticipaitiating and performing our initi
reservoir engineering calculations throughout thst &ind second fiscal quarters of 2008. Althoughbegan oil production in the fourth fis
quarter of 2007, we did not receive payment or gace revenue from sales in the 2007 fiscal yearséch, we will recognize revenue w
we are able to make the appropriate accountingrdetations.

Acreage Acquisitions and Recent Developments

During the fiscal year ended December 31, 2007 faeesed our operations on acquiring leaseholds drilihg exploratory an
developmental wells primarily in the Rocky Mount&egion of the United States. Our principal asaetdocated in the Williston Basiegior
of the northern United States and Yates Countyw Merk , and include the following primary posit®as of December 31, 2007 :

= Approximately21,354net acre: located in Sheridan County, Montarrepresenting a stacked pprospec;;

= A pproximately13,000net acres located in Mountrail CounNorth Dakota, within and surrounding to the nortiuth and we:
the Parshall Field currently being developed by BR&Sources to target the Bakken St;

= Approximately 7,500 net acres located in Budg Divide Counties of North Dakota , in which wee dargetingthe
Winnepegosis Shaon acreage ircloseproximity to a recent Continental Resrces Discovery in the formation; a

= Approximately 10,000 net acres located in the “Eingakes” region of Yates County , New York ,vihich we are targetir
natural gasproductionfrom the Trenton/Black River, Marcellus and Queens-Medina formations

We have also completed other miscellaneous aci@agésitions in North Dak ota .




Subsequent to December 31, 2007, we have increasegbsition in Mountrail County, North Dakota tppaoximately 22 ,000 net acrasc
have acquired approximately 1 , 500 net acres dhasound Marathon Oil production in Dunn County rfidakota.

Sheridan County Acquisition

In February 2007, NOG acquired from Montana Oil gemies, Inc. (“MOP”),a Montana corporation, certain oil leases cowt
approximately 21,354 net acres in Sheridan CouMiyntana, for a total purchase price of $825,000 40@,000 shares of NOG restric
common stock. Recently, we successfully completéted River discovery that is producing at a rdtapproximately 300 barrels of oil |
day. The Company hopes to spud a second Red Ristewell in April 2008.

Mountrail County Acquisitiol

On February 12, 2007, NOG acquired 3,016 acres 6. NOG paid SFE $271,481 in cash and issue@20d khares of restrict
common stock for 3,016 net acres in Mountrail Cguiorth Dakota in close proximity and within tharBhall Field. Under a joint vent
entered into with Brigham Exploration, we have @ssfully completed two producing Bakken discoveresthis acreage block. SKEE’
president is J.R. Reger, brother of Michael Rether Company’s Chief Executive Officer. J.R. Reigaalso a shareholder in the Company.

On September 12, 2007 we purchased from MOP leasezing approximately 4,650 net mineral acres iouktrail County, Nort
Dakota. The total consideration paid for this agewas $2,500,000 in cash and 115,000 sharestatted common stock$1,000,000 of tr
cash purchase price was paid by September 12, 2087 the balance was paid January 2, 2008e principals of MOP are Mr. Steven Re
and Mr. Tom Ryan, both uncles of Michael Reger, @wnpany’s Chief Executive OfficerOn September 5, 2007, the Company obtair
fairness opinion relating to the transaction frot® Par tners, LLC, an independent energy researdhravestment banking firmconfirming
the fairness of the transaction.

On October 24, 2007, we purchased from MOP addititeases covering approximately 4,197 net minacats in Mountrail Count
North Dakota. The total purchase price consiste$20098,785 in cash and 132,500 shares of restricommon stock. As of December
2007, we had paid $500,000 to MOP, and the remainfdiae purchase price was paid in our first fispzarter of 2008.

Burke and Divide County Acquisitio

In September 2007, NOG commenced a continuous fraggam with SFE to acquire approximately 7,50@sdn Burke and Divic
Counties of North Dakota. Under the terms of thegpam, NOG has paid SFE $426,000 in cash as ottMat, 2008. $308,000 was paid
the fourth quarter of 2007, and $118,000 was paidanuary 15, 2008. SFE’s president is J.R. Régether of Michael Reger, the Compagy’
Chief Executive Officer. J.R. Reger is also a shafder in the Company.

Yates County, New York Acquisition

O n September 21, 2007 he Company acquired approximately 10,000 net mirecees in the Appalachia Basin from Gall
Resources, LLC. The acreage is located in thed#tirLakes”region in Yates County, New York. The Company p@iallatin Resourct
$1,420,000 cash and 275,000 shares of common shMckCarter Stewart, one of the Companyirectors, owns a 25% interest in Gall
Resources, LLC. On July 15, 2007, the Compangwiobtl a fairness opinion relating to the tran sactirom FIG Partners, LLCar
independent energy research and investment bafikimng confirming the fairness of the transaction.

Seismic studies associated with acreage leasedthéoyCompany show a highly fractured fault systenthie Trenton/Black Rivt
formation as well as shallow exploration and depgient opportunities in the Queenstoiedina sand and Marcellus shale. We believe
Appalachia Basin prospect presents us with thenpiateof highly productive gas wells in the TreniBlack River as well as a muljieal
exploration and development program in the mord@haesource formations. With companies such alsinan Energy, Chesapeake En
and Range Resources active in the region, we leetigere are ample opportunities for partnershipdeteelop this acreage. In February 2
Chesapeake Energy permitted two well locationsherbbrder of our acreage targeting the TrentonkBRiuer structure.




Drilling Projects

As of December 31, 2007, we had two wells produciithgWe currently have completed six successfatdveries, of which five a
Bakken producers and one is a Red River producerai® currently selling oil from a total of six segte wells. We have not yet received ¢
or payment data from our operating partners orhmsers regarding this production.

As of March 31, 2008, we are currently participgtim the drilling of three additional wells whictreaexpected to commer
production in the second calendar quarter of 2@&. acreage has been included in approximatelyrdpgsed drilling locations thus far
2008. We expect most, if not all, of these welld aontentially more will be drilled in 2008 althougfe have no control over the timing of s
wells in our position as a non-operator.

We control approximately 31,000 net acres in therttNdDakota Bakken Play, with 22,000 of these being Mountrai
County. Approximately 3,000 of these 31,000 a@aesincluded in a joint venture with Brigham Expltion. Upon full development of t
acreage not exposed to the joint venture, we patieithat we will be able to drill up to 44 net lsdlased on 648¢re spacing. In the event
Bakken field continues to be downspaced to 82 units, we could control as many as 88 net Bakkells. EOG resources rece
announced calculations of 9 million barrels of iailplace per 64&cre section in the Parshall Field, of which thejidve they will recove
900,000 barrels with a single lateral well. ThegBam Joint Venture acreage exposes us to up tdditional two net wells. In 2008,
expect to drill wells with several operators inéhgl Marathon Oil, EOG Resources, Continental Reszjr Hess Corporation, Slaw:
Exploration, Brigham Exploration, Behm Energy, MuiRetroleum and Hunt Oil.

In Sheridan County, Montana our conventional agjlprogram targeting the Red River and Mission @arfpundations has produc
a successful Red River discovery producing appratéty 300 barrels of oil per day. We expect tdl the next Red River test in partners
with Austin, Texas based Brigham Exploration in B@008. We currently expect to drill three addital wells on the leasehold in 20
although there can be no assurance we will do so.

Brigham Exploration Joint Ventul

On April 23, 2007 Brigham Exploration announced #ligton Basin joint venture with us under whichigram will bear a portion
our costs on a series of wells and begin a contisubilling program in 2008.

Approximately 3,000 net acres in Mountrail Coun§grth Dakota and 22,000 net acres in Sheridan Gowibntana are includ
under the terms of the joint venture. The MouhtCaiunty, North Dakota acreage is in close proxmit the high producing EOG wells in-
Parshall field. On 64@cre spacing, we estimate 19 net wells could Hdeedry Brigham and the Company to fully exploredatevelop thi
acreage. On the Sheridan County, Montana acreaigy L60-acre spacing, we estimate 137 net welliddee drilled.

Drilling under the Brigham joint venture commendeadthe early fourth quarter of 2007. On the MoaitCounty, North Dakot
acreage, we successfully completed the Bergstramilfdrust 26, a Bakken well that produced at aryei@te of approximately 200 barrels
oil per day. We participated for a 6.25% workimgerest that converts to 24% working interest gopa We also completed the Hallings
27, a Bakken well that produced at an early ratepgfroximately 500 barrels of oil per day. We p#ated for a 8.4% working interest t
converts to 20.5% working interest at payout. s $heridan County, Montana acreage, we succasshuthpleted the Richardson #25, a
River test well that is currently producing at appmately 300 barrels of oil per day. The Compaayticipated for a 10% working interest 1
converts to 37% working interest at payout, whiglexpected to occur in the second fiscal quart@008. We did not recognize any reve
from these wells in 2007.




Commencing in 2008, Brigham will be subject to & Hay continuous drilling provision requiring Briggh to drill every 120 days
retain future drilling opportunity. Under the joienture acreage in Mountrail County North Dak@&dagham expects to operate a third Bak
well expected to be commenced in n2id@8. On the joint venture acreage in Sheridan GoMontana, Brigham expects to drill a second
River well in the second fiscal quarter of 2008.

Marathon Oil Corporatior

In the fourth quarter of 2007, we participated witlarathon Oil for a 3% working interest in the Rei4 20H, a horizontal Bakken well
Dunn County North Dakota that produced at an eatly of 700 barrels of oil per day. We are ently drilling a second well with Marath
and we expect to be included in at least two aoldhiti wells with Marathon during the 2008 calendeary The MRO program is an excel
example of how we are able to participate in wellith a small working interest in order to accumealakata as the completion technic
continue to evolve.

Kodiak Oil and Gas, Inc

In the second calendar quarter of 2007, we padieipp on a “heads-up” basis with Kodiak Oil and Gas, in the Teigen Trust #9-
13. This well was a step out from the currentlgdarcing Larsh well drilled by Kodiak in 2006. Thigell was a dry hole. Our total cost:
connection with such participation were $87,991fisnal year 2007.

Additional Potential Drilling Project:

In addition to the acreage included in the Brighaxploration joint venture, we control approximat&,000 net acres not prese
subject to any drilling agreements. We will congnto evaluate potential partners to develop tlpasitions, or may choose not to dilute
interest and, instead, participate in the drillofgvells on those positions along with leaseholdias share spacing units with the Company
of March 31, 2008, approximately 40 wells have bpemnitted on Northers’acreage including 31 Bakken well permits in MoaihtCounty
North Dakota, 3 Bakken well permits in Divide Couhorth Dakota and 6 Bakken permits in Dunn Couxityth Dakota

Operations

The Company has attempted to structure its opasiiosuch a way as to mitigate capital expenditarel streamline selling, gene
and administrative expense. Overhead and staffbgilkept to a bare minimum and the majority ofragienal duties will be outsourced
consultants and independent contractors. The Coynparrently has four employees and expects toteedly have an additional one to t
employees, commensurate with the development diliginess. We believe that most operational respilities can be handled by our cur
employees, and other consultants to be engagedeated. All of our employees have entered intoviddial employment agreements with
Company and our three initial employees each redestock options as their primary compensationalerdar year 2007, which we beli
aligns their interests with the other shareholders.

Production Methods

As previously mentioned, the Company may utilizpezienced drilling and operating partners througtmfal “farm-out” agreemen
in which we contribute our leasehold interestsuohange for working interests in wells drilled dretCompanys acreage, while a drillit
partner funds the drilling and operation of theuattwell. Pursuant to those arrangements, ouneestwill provide the expertise, equipn
and a significant portion of the capital requireddrill wells on our acreage. In the approximatély wells in which our acreage has t
included thus far in calendar year 2008, we havered into no agreements and intend to participata “heads-upbasis commensurate w
our working interest.




We do not manage our commodities marketing aatiwitinternally, but our operating partners genenalyket and sell oil and natu
gas produced from wells in which we have an inter@ir operating partners coordinate the tranggiort of our oil production from our we
to appropriate pipelines pursuant to arrangeménatissuch partners negotiate and maintain with varjmarties purchasing the production.
understand that our partners generally sell oudyction to a variety of purchasers at prevailingkeaprices under separately negotiated short
term contracts. The price at which productionolsl generally is tied to the spot market for crede Williston Basin Light Sweet Crude frc
the Bakken source rock is generally 42-API oil and is readily accepted into the pipelinfrastructure at a price proximal to West Tt
Immediate spot price.

Competition

The oil and natural gas industry is intensely cotitipe, and we compete with numerous other oil gad exploration and product
companies. Many of these companies have subdtargi@ater resources than we have. Not only dry texplore for and produce oil ¢
natural gas, but many also carry on midstream afiding operations and market petroleum and othedycts on a regional, national
worldwide basis. The operations of other companiey be able to pay more for exploratory prospecid productive oil and natural ¢
properties. They may also have more resourcesefina] evaluate, bid for and purchase a greaterbeurof properties and prospects than
financial or human resources permit. In additidaring periods of low oil and natural gas marketgs, these companies may have a gr
ability to continue exploration activities.

Our larger or integrated competitors may have éseurces to be better able to absorb the burderisting, and any changes to fede
state, and local laws and regulations more easdy tve can, which would adversely affect our coitigetposition. Our ability to discov
reserves and acquire additional properties in theé will be dependent upon our ability and resesrto evaluate and select suitable propt
and to consummate transactions in this highly cditipe environment. In addition, we may be at aadivantage in producing oil and nat
gas properties and bidding for exploratory prospebtecause we have fewer financial and human ressiuhan other companies in
industry. Should a larger and better financed comgpdecide to directly compete with us, and be ssgful in its efforts, our business coulc
adversely affected.

Marketing and Customers

The market for oil and natural gas that we will guoe depends on factors beyond our control, inolydhe extent of domes
production and imports of oil and natural gas, gheximity and capacity of natural gas pipelines aftfter transportation facilities, demand
oil and natural gas, the marketing of competitivel$ and the effects of state and federal reguiatiche oil and gas industry also comp
with other industries in supplying the energy amel fequirements of industrial, commercial andwdlial consumers.

Our oil production is expected to be sold at pritied to the spot oil markets. Our natural gagipotion is expected to be sold ur
shortterm contracts and priced based on first of the tmamdex prices or on daily spot market prices. Wk on our operating partners
market and sell our production

Principal Agreements Affecting Our Ordinary Business

The Company does not own any physical real edbatie,instead, our acreage is comprised of leasehtédests subject to the ter
and provisions of lease agreements that provid€tdmpany the right to drill and maintain wells pesific geographic areas. All of our le
arrangements that comprise our acreage positi@nesablished using industsyandard terms that have been established andieedia the
oil and gas industry for many years, and many ofleases were acquired from other parties thatimédeathe original leasehold interest pric
our acquisition.

In general, our lease agreements stipulate five tggms with minimum net revenue interests. Bonasesroyalty payments are mi
on a case-by-case basis consistent with industndstd pricing. Once a well is drilled and prodoetestablished, the well is consideréxelt
by production,’meaning the lease continues as long as oil is l@iodguced. Other locations within the drilling uaieated for a well may al
be drilled at any time with no time limit as long the lease is held by production. The vast mtgjofi our North Dakota leases have over
years remaining on the terms. We have very fewelgavith less than three years remaining in Nodkdia. In Montana and New York
generally have 30 months to three years remainmgu leases, with very few exceptions. We belithat given the pace of drilling in t
recent period there should be very few, if anytanses in which we are unable to accomplish thdsgafaour drilling program due to tir
constraints on the leases




Some of our acreage is subject to joint venture @niling agreements, and we expect that we wilhtcue to evaluate potent
partners and arrangements to develop our positidhs. provisions of each relationship are and Wwél subject to separately negotit
arrangements, such as those described above unéehetading BusinessBrilling Projects. We do not rely on any materjadtents
trademarks, license, franchises, labor contractghmr similar arrangements during our ordinaryrsewf business.

Research and Development
We do not anticipate performing any significantguot research and development under our plan oatipe.
Governmental Regulation and Environmental Matters

Our operations are subject to various rules, reguma and limitations impacting the oil and natugals exploration and product
industry as whole.

Regulation of Oil and Natural Gas Producti

Our oil and natural gas exploration, production agldted operations, when developed, are subjeektensive rules and regulatic
promulgated by federal, state, tribal and locahatities and agencies. For example, some statediich we may operate require permits
drilling operations, drilling bonds and reports ceming operations and impose other requiremefdating to the exploration and productior
oil and natural gas. Such states may also haugteseor regulations addressing conservation nsattecluding provisions for the unitization
pooling of oil and natural gas properties, the lihment of maximum rates of production from we#lad the regulation of spacing, plugc
and abandonment of such wells. Failure to comptly any such rules and regulations can result bstntial penalties. The regulatory bur
on the oil and gas industry will most likely incseaour cost of doing business and may affect oafitability. Although we believe we &
currently in substantial compliance with all applite laws and regulations, because such rules eguations are frequently amendec
reinterpreted, we are unable to predict the futost or impact of complying with such laws. Sigraht expenditures may be requiret
comply with governmental laws and regulations amy imave a material adverse effect on our finare@atition and results of operations.

Environmental Matter

Our operations and properties are subject to eixtenand changing federal, state and local laws eegllations relating
environmental protection, including the generatistorage, handling, emission, transportation asdhdirge of materials into the environm
and relating to safety and health. The recentdtienenvironmental legislation and regulation gafgris toward stricter standards, and
trend will likely continue. These laws and regidas may:

= require the acquisition of a permit or other auittetion before construction or drilling commencesl or certain other activitie!
= limit or prohibit construction, drilling and othactivities on certain lands lying within wildernessd other protected areas; ¢
= impose substantial liabilities for pollution resng from its operations
The permits required for our operations may beextitijp revocation, modification and renewal by isguauthorities. Governmen
authorities have the power to enforce their regamat and violations are subject to fines or injiorts, or both. In the opinion of managem
we are in substantial compliance with current agatlle environmental laws and regulations, and hevenaterial commitments for cap

expenditures to comply with existing environmenm&uirements. Nevertheless, changes in existinga@mmental laws and regulations o
interpretations thereof could have a significanpatt on the Company, as well as the oil and nagaslindustry in general.




The Comprehensive Environmental, Response, Compemsand Liability Act (“CERCLA”) and comparable state statutes im,
strict, joint and several liability on owners angeoators of sites and on persons who disposed afranged for the disposal ofigzardou
substancesfound at such sites. It is not uncommon for thigimeoring landowners and other third parties te élaims for personal injury a
property damage allegedly caused by the hazarddastances released into the environment. The &eResource Conservation and Reco
Act (“RCRA") and comparable state statutes govédra disposal of “solid waste” and “hazardous wasteti authorize the imposition
substantial fines and penalties for noncompliarskhough CERCLA currently excludes petroleum froitls definition of ‘hazardou
substance,” state laws affecting our operations mmopse cleanp liability relating to petroleum and petroleuntated products. In additic
although RCRA classifies certain oil field wastss‘aon-hazardousSuch exploration and production wastes could blassified as hazarda
wastes thereby making such wastes subject to nximgent handling and disposal requirements.

The Endangered Species Act ("ESA8eks to ensure that activities do not jeopardiztaegered or threatened animal, fish and
species, nor destroy or modify the critical hab@ftsuch species. Under ESA, exploration and prtidn operations, as well as actions
federal agencies, may not significantly impair @wgardize the species or its habitat. ESA providesriminal penalties for willful violatior
of the Act. Other statutes that provide protecttonanimal and plant species and that may applpuio operations include, but are
necessarily limited to, the Fish and Wildlife Cooation Act, the Fishery Conservation and Managemen, the Migratory Bird Treaty A
and the National Historic Preservation Act. Altgbuwe believe that our operations will be in substh compliance with such statutes,
change in these statutes or any reclassificatioa species as endangered could subject the Compasignificant expenses to modify
operations or could force the Company to discomtioertain operations altogether.

Employees

The Company currently has four full time employe@sr Chief Executive Officer—Michael Regeand our Chief Financi
Officer—Ryan Gilbertson—are responsible for all er&tl policy-making decisions, and are assistetheimplementation of the Compasy’
business by our internal operations manager. Weratsently employed an ineuse legal counsel to serve as our General Coulgelbeliev
the addition of inhouse legal counsel approximates the projectedweeswould pay to outside legal counsel based owmigus expenditure
while allowing us to better control the availalyiliand effectiveness of the Compasiyégal needs as we expand our business actividig
employees have entered into written employment eagemts with the Company. As drilling productiorntidties increase, we may h
additional technical, operational or administratpersonnel as appropriate. We do not expect dfisgmt change in the number of full tit
employees over the next 12 months. We are usidgadlh continue to use the services of independmmtsultants and contractors to perf
various professional services, particularly in #iea of land services, reservoir engineering,idgillwater hauling, pipeline construction, v
design, well-site monitoring and surveillance, piting and environmental assessment. We belieaettiis use of thirgrarty service provide
may enhance our ability to contain general and athtnative expenses.

Office Locations

We recently moved our executive office to 315 Maloét Avenue, Suite 200, Wayzata, Minnesota 553adr. office space consists of
3,044 square feet leased pursuant to a standargidar office lease agreement. We believe this rifiaecspace is sufficient to meet our ne
for the foreseeable future.
Financial Information about Segments and Geographiéreas

Due to our limited operating history and our linditeil and gas production, we have not estimatectuad or classified revenue ba
on segments or geographic areas. Production comedetoour first well in December 2007. As of DecemB1, 2007, we have not recei

exact production data from our two wells that wactually producing at year end. As such, we witbgnize revenue when we are able tor
the appropriate accounting determinations.
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Available Information — Reports to Security Holders

Our Website address is www.northernoil.comiVe make available on this Website under “Inve&elations,”free of charge, ol
annual reports on Form 10-K (formerly Form 10-KS@)arterly reports on Form 10-Q (formerly Form 18H), current reports on Formk8-
and amendments to those reports as soon as refsprediicable after we electronically file thosaterials with, or furnish those materials
the Securities Exchange Commission (“SEC”). Thilsegs are also available to the public at the S&@ublic Reference Room at 10
Street, NE, Room 1580, Washington, DC 20549. Tii#ip may obtain information on the operation of fhublic Reference Room by call
the SEC at 1-800-SEC-0330. Electronic filings vifth SEC are also available on the SEC internesiteeht http://www.sec.gov

We have also posted to our Website our Audit CotemiCharter, Compensation Committee Charter, Namm&ommittee Chart
and our Code of Business Conduct and Ethics, iitiaddo all pertinent Company contact information.

Item 1A. Risk Factors
Cautionary Statement Concerning Forward-Looking Staements

We are including the following discussion to infolar existing and potential security holders gelheraf some of the risks al
uncertainties that can affect our Company and ke talvantage of the “safe harbor” protection fowfardlooking statements that applica
federal securities law affords.

From time to time, our management or persons acaiimgur behalf may make forwatdeking statements to inform existing
potential security holders about our Company. ditements other than statements of historicat famtiuded in this report regarding
financial position, business strategy, plans anéatives of management for future operations, itgusonditions, and indebtedness cove
compliance are forward-looking statements. Wheadus this report, forwartboking statements are generally accompanied byster
phrases such as “estimate,” “project,” “predictijefieve,” “expect,” “anticipate,” “target,” “plan,"intend,” “seek,” “goal,” “will,” “should,”
“may” or other words and similar expressions that contey uncertainty of future events or outcomes. #terontemplating or makil
assumptions about, actual or potential future satemket size, collaborations, and trends or opeyatesults also constitute such forward-
looking statements.

Forward-looking statements involve inherent riskd ancertainties, and important factors (many oicivtare beyond our Comparsy’
control) that could cause actual results to diffaaterially from those set forth in the forwddmbking statements, including 1
following: general economic or industry conditipnstionally and/or in the communities in which @dwmpany conducts business, chang
the interest rate environment, legislation or ratpry requirements, conditions of the securitieskeis, our ability to raise capital, change
accounting principles, policies or guidelines, fingl or political instability, acts of war or terism, other economic, competiti
governmental, regulatory and technical factorsciffig our Company’s operations, products, servésesprices.

We have based these forwdobking statements on our current expectations asslmptions about future events. While
management considers these expectations and assospd be reasonable, they are inherently suliecignificant business, econon
competitive, regulatory and other risks, continges@nd uncertainties, most of which are diffi¢alpredict and many of which are beyond
control. Accordingly, results actually achievedyndiffer materially from expected results in thetatements. Forwardoking statemen
speak only as of the date they are made. You dlemrisider carefully the statements in this “Itefn Risk Factors’and other sections of tl
report, which describe factors that could causeaatual results to differ from those set forthhie forwardlooking statements. Our Comp:
does not undertake, and specifically disclaims, abljgation to update any forwaldeking statements to reflect events or circumsge
occurring after the date of such statements.
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Readers are urged not to place undue relianceese torwardeooking statements, which speak only as of the datais report. W
assume no obligation to update any forwtoking statements in order to reflect any eventimmumstance that may arise after the date o
report, other than as may be required by appliciableor regulation. Readers are urged to carefielew and consider the various disclos
made by us in our reports filed with the Securiiesl Exchange Commission which attempt to advissgested parties of the risks and fac
that may affect our business, financial conditi@sults of operation and cash flows. If one oremfrthese risks or uncertainties materializ
if the underlying assumptions prove incorrect, actual results may vary materially from those ex@eor projected.

Risks Related to our Business

Set forth below are various risks and uncertairties could adversely impact our business, findrogadition, results of operation &
cash flow.

We have minimal operating history, which raises stntial doubt as to our ability to successfullywddop profitable business operations.

We have a limited operating history. Our businepsrations must be considered in light of the riskgpenses and difficulti
frequently encountered in establishing a businedke oil and natural gas industries. As a resiutiur recent acquisition of mineral leases
have yet to generate revenues from operations anel heen focused on organizational, st@rtimarket analysis, exploratory drilling and f
raising activities. There is nothing at this tiorewhich to base an assumption that our businesstipns will prove to be successful or tha
will ever be able to operate profitably. Our figwperating results will depend on many factorguiging:

= our ability to raise adequate working capi

= success of our development and explorat

= demand for natural gas and «

= the level of our competitior

= our ability to attract and maintain key managenaamt employees; ar

= our ability to efficiently explore, develop and dree sufficient quantities of marketable natura gaoil in a highly competiti
and speculative environment while maintaining gyaind controlling costt

To achieve profitable operations, we must, alonwitr others, successfully execute on the facttated above, along with continue
developing ways to enhance our production effevte&gn commenced. Despite our beforts, we may not be successful in our explorati
development efforts, or obtain required regulatpprovals. There is a possibility that some, hradlour wells may never produce natural
or oil.

We are highly dependent on Michael Reger, our Chiefecutive Officer and Chairman and Ryan Gilbertsp@hief Financial Officer. The
loss of either of them, upon whose knowledge, leatigp and technical expertise we rely, would harmraability to execute our busine
plan.

Our success depends heavily upon the continuedilsotibns of Michael Reger and Ryan Gilbertson, sd&nowledge, leaders|
and technical expertise would be difficult to req@aand on our ability to retain and attract exgered engineers, geoscientists and
technical and professional staff. If we were teeldheir services, our ability to execute our besénplan would be harmed and we ma
forced to cease operations until such time as wddduire a suitable replacement for them. Mr. Regel Mr. Gilbertson recently entered i
employment agreements with the Company, howevesir ttmployment is “at-will”.Between them they control directly or indire
approximately 23% of our outstanding shares as afciil 31, 2008.

Our management team does not have extensive expeeién public company matters, which could impaiuoability to comply with lege
and regulatory requirements.

Our management team has had limited public compaayagement experience or responsibilities, whialldcompair our ability t
comply with legal and regulatory requirements sastthe Sarbané3xley Act of 2002 and applicable federal securiteess, including filing
required reports and other information requiredaotimely basis. It may be expensive to implement affect programs and policies in
effective and timely manner that adequately resgoridcreased legal, regulatory compliance andntemprequirements imposed by such |
and regulations, and we may not have the resotiocegs so. Our failure to comply with such laws aedulations could lead to the imposit
of fines and penalties and further result in theederation of our business.
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Our lack of diversification will increase the riskf an investment in the Company, and our financiebndition and results of operations m
deteriorate if we fail to diversify

Our business focus is on the oil and gas industrg limited number of properties, initially in M@mta and North Dakota. Lart
companies have the ability to manage their riskdlyersification. However, we will lack diversifitan, in terms of both the nature ¢
geographic scope of our business. As a resultyilldikely be impacted more acutely by factorseadffing our industry or the regions in wk
we operate than we would if our business were rdorersified, enhancing our risk profile. If we cent diversify our operations, our financ
condition and results of operations could detetera

Strategic relationships upon which we may rely aebject to change, which may diminish our ability tonduct our operations

Our ability to successfully acquire additional pedpes, to discover reserves, to participate iflinigi opportunities and to identify a
enter into commercial arrangements with custometsd&pend on developing and maintaining close wuagkrelationships with indust
participants and on our ability to select and eatdusuitable properties and to consummate trawosectin a highly competitiy
environment. These realities are subject to chamgemay impair our ability to grow.

To develop our business, we will endeavor to usehihsiness relationships of our management to amterstrategic relationshig
which may take the form of joint ventures with atlpeivate parties and contractual arrangements utitler oil and gas companies, incluc
those that supply equipment and other resourceswvdavill use in our business. We may not be ablestablish these strategic relationst
or if established, we may not be able to mainthént. In addition, the dynamics of our relationshigth strategic partners may require u
incur expenses or undertake activities we wouldatloerwise be inclined to in order to fulfill oubkgations to these partners or maintain
relationships. If our strategic relationships ao¢ established or maintained, our business présmeay be limited, which could diminish «
ability to conduct our operations.

Competition in obtaining rights to explore and ddep oil and gas reserves and to market our prodoatimay impair our business.

The oil and gas industry is highly competitive.h&toil and gas companies may seek to acquirendilgas leases and other prope
and services we will need to operate our businesise areas in which we expect to operate. Thigpstition is increasingly intense as pr
of oil and natural gas on the commodities markeigelrisen in recent years. Additionally, other pamies engaged in our line of business
compete with us from time to time in obtaining ¢apifrom investors. Competitors include larger gamies which, in particular, may h:
access to greater resources, may be more succesttiel recruitment and retention of qualified eoygles and may conduct their own refir
and petroleum marketing operations, which may dhem a competitive advantage. In addition, actuapotential competitors may
strengthened through the acquisition of additiomsdets and interests. If we are unable to comgiéetively or adequately respond
competitive pressures, this inability may mateyialtversely affect our results of operation andiitial condition.
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We may be unable to obtain additional capital thaé will require to implement our business plan, whicould restrict our ability to grow.

We expect that our current capital and our othestierg resources will be sufficient only to providelimited amount of workir
capital, and the revenues generated from our ptiepdn Montana and North Dakota alone may notufécgent to fund both our continui
operations and our planned growth. We will reqaidditional capital to continue to operate our bess beyond the initial phase of our cui
properties, and to further expand our exploratiod development programs to additional propertd® may be unable to obtain additic
capital required.

Future acquisitions and future exploration, develept, production and marketing activities, as aslbur administrative requireme
(such as salaries, insurance expenses and generakad expenses, as well as legal compliance andtaccounting expenses) will requi
substantial amount of additional capital and cémlv.f

We may pursue sources of additional capital throughous financing transactions or arrangementsiuding joint venturing c
projects, debt financing, equity financing or othezans. We may not be successful in locating lsgitthancing transactions in the time pe
required or at all, and we may not obtain the edpie require by other means. If we do not sucdéeedising additional capital, our resour
may not be sufficient to fund our planned expansibaperations going forward.

Any additional capital raised through the sale iy may dilute the ownership percentage of oacldtolders. This could also res
in a decrease in the fair market value of our ggsitcurities because our assets would be ownedlénger pool of outstanding equity. 1
terms of securities we issue in future capital seamions may be more favorable to our new investord may include preferences, sup¢
voting rights and the issuance of other derivatieeurities, and issuances of incentive awards uedeity employee incentive plans, wt
may have a further dilutive effect.

Our ability to obtain needed financing may be impdiby such factors as the capital markets (botieigdly and in the oil and g
industry in particular), our status as a new emtsepwithout a significant demonstrated operatiigydny, the location of our oil and natural
properties and prices of oil and natural gas orctimamodities markets (which will impact the amoahtissetbased financing available to
and/or the loss of key management. Further, ifaoidl/or natural gas prices on the commodities ntarélecline, our revenues will like
decrease and such decreased revenues may incregasgovirements for capital. If the amount of talpiwe are able to raise from financ
activities, together with our revenues from operadj is not sufficient to satisfy our capital neddsen to the extent that we reduce
operations), we may be required to cease our apesat

We may incur substantial costs in pursuing futuapital financing, including investment banking felgal fees, accounting fe
securities law compliance fees, printing and disiibn expenses and other costs. We may alsoduéred to recognize nocash expenses
connection with certain securities we may issuehsas convertible notes, which may adversely impacfinancial condition.

We may not be able to effectively manage our grgwthich may harm our profitability.

Our strategy envisions expanding our businessvelffail to effectively manage our growth, our ficél results could be advers
affected. Growth may place a strain on our managgnsystems and resources. We must continue toereind expand our busin
capabilities, our systems and processes and oessito financing sources. As we grow, we musticoetto hire, train, supervise and mar
new employees. We cannot assure that we will betab

= meet our capital need

= expand our systems effectively or efficiently omitimely mannet

= allocate our human resources optima

= identify and hire qualified employees or retainueal employees; ¢

= incorporate effectively the components of any bes@that we may acquire in our effort to achieavin.

If we are unable to manage our growth, our opematgind our financial results could be adverselgcéd by inefficiency, which cot
diminish our profitability.
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Our business may suffer if we do not attract andaim talented personnel.

Our success will depend in large measure on tHeiedi expertise, judgment, discretion, integilyd good faith of our managem
and other personnel in conducting the businesseoCompany. We have a small management teamharidss of a key individual or inabil
to attract suitably qualified staff could materyafidversely impact our business.

Our success depends on the ability of our manageamehemployees to interpret market and geologiatd correctly and to interp
and respond to economic market and other conditionsrder to locate and adopt appropriate investnogportunities, monitor su
investments, and ultimately, if required, to susfalfy divest such investments. Further, no assgacan be given that our key personnel
continue their association or employment with ughat replacement personnel with comparable s&dls be found. We have sought to
will continue to ensure that management and any &mployees are appropriately compensated; howeheir services cannot
guaranteed. If we are unable to attract and ré&kyrpersonnel, our business may be adverselytatfec

Our hedging activities could result in financial kses or could reduce our net income, which may adely affect your investment in o
common stock.

In order to manage our exposure to price riskdignnharketing of our oil and natural gas productiga,may enter into oil and natu
gas price hedging arrangements with respect tataopmf our expected production.

While intended to reduce the effects of volatilearid natural gas prices, such transactions maiy ¢iar potential gains and incre:
our potential losses if oil and natural gas prieese to rise substantially over the price establishy the hedge. In addition, such transac
may expose us to the risk of loss in certain cirstamces, including instances in which:

= our production is less than expect

= there is a widening of price differentials betwetalivery points for our production and the delivgryint assumed in the hec
arrangement; ¢

= the counterparties to our hedging agreementsdgiktform under the contrac

Risks Related To Our Industry

Our exploration for oil and gas is risky and may hbe commercially successful, and the advanced tetbgies we use cannot elimine
exploration risk, which could impair our ability tgenerate revenues from our operations.

Our future success will depend on the success oéxploratory drilling program. Oil and gas exg@ltion involves a high degree
risk. These risks are more acute in the earlyesta exploration. Our ability to produce revemun our resulting financial performance
significantly affected by the prices we receive ddrand natural gas produced from wells on oueage. Especially in recent years, the p
at which oil and natural gas trade in the open etabHave experienced significant volatility, and Ivlikely continue to fluctuate in tt
foreseeable future due to a variety of influenoetuiding, but not limited to, the following:

= domestic and foreign demand for oil and naturallgaboth refineries and end use

= the introduction of alternative forms of fuel tgptace or compete with oil and natural g

= domestic and foreign reserves and supply of oilratdral gas

= competitive measures implemented by our compet#ndsdomestic and foreign governmental boc

= political climates in nations that traditionallygoluce and export significant quantities of oil axadural gas (including military a
other conflicts in the Middle East and surroundggpgraphic region) and regulations and tariffs iegab by exporting ai
importing nations

= weather conditions; ar

= domestic and foreign economic volatility and stil

Oil and natural gas prices have generally increased the past five years. A reversing of thategahtrend could significantly impe
the price paid for the oil and natural gas we poegduvhich could significantly limit our ability tacquire additional acreage and pu
development and production efforts on our existingeage. A significant decrease in oil and natgaal prices could also adversely impac
ability to raise additional capital to pursue fgwrilling activities.
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Our expenditures on exploration may not resultéw miscoveries of oil or natural gas in commergigibble quantities. It is difficu
to project the costs of implementing an exploratdrijling program due to the inherent uncertaintiggdrilling in unknown formations, tl
costs associated with encountering various drilipgditions, such as overessured zones and tools lost in the hole, andgesain drilling
plans and locations as a result of prior explosateglls or additional seismic data and interpretagithereof.

Even when used and properly interpreted, three-ainaal (3D) seismic data and visualization techniques osbisd geoscientists
identifying subsurface structures and hydrocarinaiicators. They do not allow the interpreter towrconclusively if hydrocarbons are pre:
or economically producible. In addition, the udetlwree-dimensional (8) seismic data becomes less reliable when usedcagasin
depths. We could incur losses as a result of elipges on unsuccessful wells. If exploration sastceed our estimates, or if our explore
efforts do not produce results which meet our etqiEms, our exploration efforts may not be comnadsc successful, which could advers
impact our ability to generate revenues from owerapions.

We may not be able to develop oil and gas reseovean economically viable basis, and our reservesl @roduction may decline as a result.

If we succeed in discovering oil and/or natural geserves, we cannot assure that these reservdseweidpable of production levels
project or in sufficient quantities to be commellgiaviable. On a longerm basis, our viability depends on our abilityfied or acquire
develop and commercially produce additional oil aatural gas reserves. Without the addition oémess through acquisition, exploratior
development activities, our reserves and produdtiindecline over time as reserves are produd@dr future reserves will depend not only
our ability to develop theexisting properties, but also on our ability torntf and acquire additional suitable producing peuies o
prospects, to find markets for the oil and natges we develop and to effectively distribute owdorction into our markets.

Future oil and gas exploration may involve unpgdfie efforts, not only from dry wells, but from \gethat are productive but do |
produce sufficient net revenues to return a piffier drilling, operating and other costs. Comipletof a well does not assure a profit on
investment or recovery of drilling, completion amgerating costs. In addition, drilling hazardeavironmental damage could greatly incr
the cost of operations, and various field operagogditions may adversely affect the productiomfreuccessful wells. These conditi
include delays in obtaining governmental approwlsonsents, shudewns of connected wells resulting from extreme thveaconditions
problems in storage and distribution and adversgogé&al and mechanical conditions. While we veitideavor to effectively manage th
conditions, we cannot be assured of doing so ofiiimand we will not be able to eliminate them cdetply in any case. Therefore, th
conditions could diminish our revenue and cash flevels and result in the impairment of our oil aradural gas interests.

Estimates of oil and natural gas reserves that waka may be inaccurate and our actual revenues may lbwer than our financia
projections.

We will make estimates of oil and natural gas resgrupon which we will base our financial projens. We will make these rese
estimates using various assumptions, includingrapsaons as to oil and natural gas prices, drillaimgl operating expenses, capital expendit
taxes and availability of funds. Some of theseiagtions are inherently subjective, and the acgucd@ur reserve estimates relies in pat
the ability of our management team, engineers dher@dvisors to make accurate assumptions. Ecaenfagtors beyond our control, suct
interest rates, will also impact the value of eegarves. The process of estimating oil and nagiaslreserves is complex, and will require 1
use significant decisions and assumptions in theuetion of available geological, geophysical, eegring and economic data for e
property. As a result, our reserve estimates éllinherently imprecise. Actual future productioil,and natural gas prices, revenues, t
development expenditures, operating expenses aaatities of recoverable oil and natural gas resemay vary substantially from those
estimate. If actual production results vary sufitsa#ly from our reserve estimates, this could miatly reduce our revenues and result in
impairment of our oil and natural gas interests.
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Drilling new wells could result in new liabilitiesywhich could endanger our interests in our propegt and asset:

There are risks associated with the drilling of aild natural gas wells, including encountering peeked formations or pressul
premature declines of reservoirs, blowts, craterings, sour gas releases, fires anld,spihong others. The occurrence of any of thesete
could significantly reduce our revenues or caudsstntial losses, impairing our future operatingutess. We may become subject to liab
for pollution, bloweouts or other hazards. We intend to obtain insteanith respect to these hazards; however, suchanse has limitatiol
on liability that may not be sufficient to coveetfull extent of such liabilities. The paymentsoich liabilities could reduce the funds avail;
to us or could, in an extreme case, result in al toiss of our properties and assets. Moreovermag not be able to maintain adeq
insurance in the future at rates that are considezasonable. Oil and natural gas production dioexaare also subject to all the risks typic
associated with such operations, including preneatiecline of reservoirs and the invasion of watey producing formations.

Decommissioning costs are unknown and may be sutiséh Unplanned costs could divert resources frather projects

We may become responsible for costs associated abi#mdoning and reclaiming wells, facilities angetines which we use f{
production of oil and natural gas reserves. Abanuent and reclamation of these facilities and ttetscassociated therewith is often referre
as “decommissioning.’'We have not yet determined whether we will estaldicash reserve account for these potential aosespect of ar
of our properties or facilities, or if we will safy such costs of decommissioning from the procesfdgroduction in accordance with
practice generally employed in oilfield operationt.decommissioning is required before economipleigon of our properties or if o
estimates of the costs of decommissioning exceedvétiue of the reserves remaining at any particiiiae to cover such decommission
costs, we may have to draw on funds from othercssuto satisfy such costs. The use of other faodsmtisfy such decommissioning ct
could impair our ability to focus capital investrhémother areas of our business.

Our inability to obtain necessary facilities coulthmper our operations.

Oil and gas exploration and development activitiess dependent on the availability of drilling ardated equipment, transportati
power and technical support in the particular arelasre these activities will be conducted, andamgess to these facilities may be limited.
the extent that we conduct our activities in remateas, needed facilities may not be proximateuoaperations, which will increase «
expenses. Demand for such limited equipment ahelr dacilities or access restrictions may affeet dlwailability of such equipment to us .
may delay exploration and development activiti€se quality and reliability of necessary facilitie®y also be unpredictable and we ma
required to make efforts to standardize our faeslitwhich may entail unanticipated costs and del&hortages and/or the unavailabilit
necessary equipment or other facilities will impair activities, either by delaying our activiti@sgreasing our costs or otherwise.

We may have difficulty distributing our productiomwhich could harm our financial condition.

In order to sell the oil and natural gas that wealsle to produce, we may have to make arrangerf@rgtorage and distribution to 1
market. We will rely on local infrastructure arttetavailability of transportation for storage ambsent of our products, but infrastruct
development and storage and transportation faslithay be insufficient for our needs at commergciaticeptable terms in the localities
which we operate. This could be particularly pesbtic to the extent that our operations are caeduin remote areas that are difficul
access, such as areas that are distant from sbigid/or pipeline facilities. These factors mafeef our ability to explore and deve
properties and to store and transport our oil atdral gas production and may increase our expenses

Furthermore, weather conditions or natural disastmstions by companies doing business in one oe witthe areas in which we v
operate, or labor disputes may impair the distidyubf oil and/or natural gas and in turn diminglr financial condition or ability to mainte
our operations.

Prices and markets for oil and natural gas are urggtictable and tend to fluctuate significantly, wiicould reduce profitability, growth ar
the value of our business.

Oil and natural gas are commodities whose pricesdatermined based on world demand, supply and é&bwors, all of which al
beyond our control. World prices for oil and nafugas have fluctuated widely in recent years, ras@ to record levels on a nominal bas
2006. We expect that prices will fluctuate in fheure. Price fluctuations will have a significantpact upon our revenue, the return from
reserves and on our financial condition generafyice fluctuations for oil and natural gas comntiedimay also impact the investment me
for companies engaged in the oil and gas indug®rjces may not remain at current levels. Futeerehses in the prices of oil and natura
may have a material adverse effect on our finaremalition, the future results of our operationsd guantities of reserves recoverable o
economic basis.
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Increases in our operating expenses will impact ayerating results and financial conditio.

Exploration, development, production, marketinglfiiding distribution costs) and regulatory comptiarcosts (including taxes) v
substantially impact the net revenues we derivenftbe oil and natural gas that we produce. Thestscare subject to fluctuations .
variation in different locales in which we will ofzge, and we may not be able to predict or corttieke costs. If these costs exceec
expectations, this may adversely affect our resaflteperations. In addition, we may not be ableséon net revenue at our predicted le'
which may impact our ability to satisfy our obligmts.

Penalties we may incur could impair our busine:

Failure to comply with government regulations coslthject us to civil and criminal penalties, covddjuire us to forfeit proper
rights, and may affect the value of our assets. ridg also be required to take corrective actionshss installing additional equipmen
taking other actions, each of which could requisetat make substantial capital expenditures. Wddcalso be required to indemnify ¢
employees in connection with any expenses or iteslthat they may incur individually in connectiwith regulatory action against them.
a result, our future business prospects could idet¢e due to regulatory constraints, and our pabfiity could be impaired by our obligation
provide such indemnification to our employees.

Environmental risks may adversely affect our busgse

All phases of the oil and gas business present@mwiental risks and hazards and are subject taa@maental regulation pursuant t
variety of federal, state and municipal laws andutations. Environmental legislation provides famong other things, restrictions |
prohibitions on spills, releases or emissions afous substances produced in association with il gas operations. The legislation .
requires that wells and facility sites be operatetgintained, abandoned and reclaimed to the setisfa of applicable regulato
authorities. Compliance with such legislation aaquire significant expenditures and a breach nemplt in the imposition of fines a
penalties, some of which may be material. Envirental legislation is evolving in a manner we expmety result in stricter standards
enforcement, larger fines and liability and poteltyi increased capital expenditures and operatogisc The discharge of oil, natural ga
other pollutants into the air, soil or water mayegrise to liabilities to governments and thirdtjgar and may require us to incur costs to rer
such discharge. The application of environmerdalsl to our business may cause us to curtail owystmn or increase the costs of
production, development or exploration activities.

Our insurance may be inadequate to cover liabilgieee may incur.

Our involvement in the exploration for and devel@minof oil and gas properties may result in ourdp@ag subject to liability fc
pollution, blow-outs, property damage, personal injury or otheatdsz Although we expect to obtain insurance icoetance with indust
standards to address such risks, such insurandertidions on liability that may not be sufficieto cover the full extent of such liabilities.
addition, such risks may not, in all circumstandsss,nsurable or, in certain circumstances, we ofaose not to obtain insurance to prc
against specific risks due to the high premium®eiated with such insurance or for other reasdrse payment of such uninsured liabili
would reduce the funds available to us. If we au# significant event or occurrence that is ndly fnsured, or if the insurer of such ever
not solvent, we could be required to divert fune capital investment or other uses towards cagesur liability for such events.
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Our business will suffer if we cannot obtain or m#ain necessary licenses.

Our operations will require licenses, permits andsbme cases renewals of licenses and permits franous government
authorities. Our ability to obtain, sustain oreensuch licenses and permits on acceptable terswuhject to change in regulations and pol
and to the discretion of the applicable governmeantsong other factors. Our inability to obtain,oorr loss of or denial of extension of, an'
these licenses or permits could hamper our altdifyroduce revenues from our operations.

Challenges to our properties may impact our finaattondition.

Title to oil and gas interests is often not capatfleonclusive determination without incurring stamtial expense. While we intenc
make appropriate inquiries into the title of prder and other development rights we acquire, tidéects may exist. In addition, we may
unable to obtain adequate insurance for title dsfem a commercially reasonable basis or atlftitle defects do exist, it is possible that
may lose all or a portion of our right, title anateérests in and to the properties to which the titéfects relate. If our property rights
reduced, our ability to conduct our explorationyelepment and production activities may be impaifeal mitigate tile problems it is comm
industry practice to obtain a Title Opinion frongualified oil and gas attorney prior to the driflioperations of a well.

We will rely on technology to conduct our businemsd our technology could become ineffective or olese.

We rely on technology, including geographic andmsgt analysis techniques and economic models, telole our reserve estima
and to guide our exploration, development and petidn activities. We will be required to continlyaénhance and update our technoloc
maintain its efficacy and to avoid obsolescencke €osts of doing so may be substantial, and mayidieer than the costs that we antici
for technology maintenance and development. Ilfaneeunable to maintain the efficacy of our techgglomur ability to manage our busin
and to compete may be impaired. Further, evereifive able to maintain technical effectivenessteciinology may not be the most effic
means of reaching our objectives, in which casenag incur higher operating costs than we would veeretechnology more efficient.

Risks Related to our Common Stock
There has been a limited trading market for our camon stock.

There has been a limited trading market for our mom stock on the Over-th@eunter Bulletin Board. The lack of an active n&
may impair the ability of our investors to sell ithehares of common stock at the time they wiskelh them or at a price that they cons
reasonable. The lack of an active market may r@ldace the fair market value of the shares of oumrnon stock. An inactive market may ¢
impair our ability to raise capital by selling sksarof capital stock and may impair our ability tmaire other companies or technologie:
using our common stock as consideration. We hagit trading on the American Stock exchange, whiehexpect to generally increi
liquidity for our stockholders, although no asswescan be given that liquidity will in fact impev
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The market price of our common stock is, and isdli to continue to be, highly volatile and subjeotwide fluctuations.

The market price of our common stock is likely émtinue to be highly volatile and could be subjectvide fluctuations in response

a number of factors, some of which are beyond oatrol, including:

= dilution caused by our issuance of additional sharecommon stock and other forms of equity sei@siitwhich we expect
make in connection with future capital financinggfund our operations and growth, to attract andimevaluable personnel anc
connection with future strategic partnerships wither companies

= announcements of new acquisitions, reserve dis@s/er other business initiatives by our competit

= our ability to take advantage of new acquisitioeserve discoveries or other business initiati

= fluctuations in revenue from our oil and gas businas new reserves come to matr

= changes in the market for oil and natural gas codities and/or in the capital markets genere

= changes in the demand for oil and natural gasudhie changes resulting from the introduction guamsion of alternative fuel

= quarterly variations in our revenues and operatixgenses

= changes in the valuation of similarly situated camips, both in our industry and in other industt

= changes in analy¢ estimates affecting our company, our competitodd@rour industry

= changes in the accounting methods used in or otbemifecting our industn

= additions and departures of key person

= announcements of technological innovations or nesdycts available to the oil and gas indus

= announcements by relevant governments pertainingcémtives for alternative energy development aots;

= fluctuations in interest rates and the availabtlifycapital in the capital markets; a

= significant sales of our common stock, includindesaby selling stockholders following the regisoat of shares under
prospectus

These and other factors are largely beyond ourabrand the impact of these risks, singly or ia #ggregate, may result in mate

adverse changes to the market price of our comnwak sind/or our results of operations and finanoeddition.

Our operating results may fluctuate significantland these fluctuations may cause the price of oomamon stock to decline.

Our operating results will likely vary in the futuprimarily as the result of fluctuations in ouveaues and operating expen

including the coming to market of oil and naturakgeserves that we are able to discover and devetpenses that we incur, the prices ¢
and natural gas in the commodities markets and ddwtors. If our results of operations do not btbe expectations of current or poter
investors, the price of our common stock may declin

Stockholders will experience dilution upon the ex&ge of options

granted

As of December 31, 2007, we had authorized theaissel of up to 2,000,000 shares of common stockriyiaig options that may |

, of which options for 1,660,000 sharesarhimon stock had already been granted, and of thasged, 660,000 remain outstand

pursuant to the Compars/2006 Incentive Stock Option Plan. If the holdefdhose remaining outstanding options exercisesehoption:
stockholders may experience dilution in the negifale book value of our common stock. Further, sade or availability for sale of t
underlying shares in the marketplace could deprasstock price.

Because our common stock was deemed a-priced “Penny” stock at times during 2007, an investment in ourncmon stock may t
considered high risk and subject to marketabilitgstrictions.

Our common stock traded at or below $5.00 at tichethg calendar year 2007, which qualified our camrstock as a “penny stock,”

as defined in Rule 3a51-under the Securities Exchange Act. At such tiameshe trading price of our common stock is I&ss t$5.00 pe

share, trading in the common stock is subject &oganny stock rules of the Securities Exchangesfetified in rules 15g-1 through 15g-

10. Those rules require broker-dealers, beforecéffg transactions in any penny stock, to:

Deliver to the customer, and obtain a written netctar, a disclosure documel

Disclose certain price information about the stc

Disclose the amount of compensation received bytbke-dealer or any associated person of the b-dealer;

Send monthly statements to customers with markepaice information about the penny stock;

In some circumstances, approve the purcl's account under certain standards and deliveremrgtatements to the customer
information specified in the rule

There can be no assurance that our common stotkamtinue to trade above $5.00 per share. Comesglty the penny stock rul

may restrict the ability or willingness of brokdealers to sell the common stock and may affecatfiligy of holders to sell their common st
in the secondary market and the price at which sdtlers can sell any such securities. Theseiaddltprocedures could also limit our abi

to raise

additional capital in the future.
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We do not expect to pay dividends in the foreseediiure.

We do not intend to declare dividends for the feeable future, as we anticipate that we will restveny future earnings in t
development and growth of our business. Therefax@stors will not receive any funds unless thel their common stock, and stockholc
may be unable to sell their shares on favorabhager at all. Investors cannot be assured of @iyp@seturn on investment or that they will
lose the entire amount of their investment in ammon stock.

Item 1B. Un resol ved Staff Comments
None.
Item 2. Properties
Leasehold Properties
Our primary assets are located in the WillistoniBasd as of December 31, 2007, include three éh@ositions—namely:
= Approximately 21,354 net acrlocated in Sheridan County, Montarrepresenting a stacked pay prosp

= A pproximately 13,000 net acres located in Mouht@ounty North Dakota, within and surrounding to the nortid aouth th
Parshall Field currently being developed by EOGdreses to target the Bakken Shale;

= Approximately 7,500 net acres located in Burke d@ddide Counties of North Dakota in which we are targeting t
Winnepegosis Shale using acreage in close proxitmiyrecent Continental Rescces Discovery in the formatio

These properties target the same Bakken Shale roeesdormation. We believe the Bakken formationresents one of the most oil ri
exciting plays in the Continental United Statefie North Dakota Geological Survey currently estesahe reserves in the Bakken forme
to be 300 billion barrels, of which approximately% is thought to be currently recoverable, makingnie of the largest resource plays in
Continental United States. W e possess three-diimeal (3-D) seismic data covering our acreage ontdna and North Dakotawhich we
hope to utilize to effectively target the most effee well locations on our acreage to most effithe develop our propertie$¥e commence
drilling on the Bakken properties in late 2007.

In addition, we control approximately 10,000 netesdocated in the “ Fi n ger Lakes " region of &aCounty , New Yorkin whick
we are targeting natural gas production from thenfan/Black River, Marcellus and Queenstown-Medioianations. We possess two-
dimension (2D) seismic data veering this position. Two wellsre/recently permitted to be drilled by Chesapeakergy proximal to ol
acreage. We expect these wells to be drilled ©820This property is outside of our core focusaamad is subject to divestiture althougt
assurances can be given that we could completsmsaction.

Subsequent to December 31, 2007, we have increasgubsition in Mountrail County, North Dakota to

approximately 22,000 net acres and have acquirptbgimnately 1,500 net acres in and around Maratiproduction in Dunn County, North
Dakota.

We have a continuing working relationship with Mama Oil Properties, Inc., a top land leasing groupof Billings, Montana, wit
over 50 years of experience in land procuremerthéregion. We believe this relationship will dooe to produce opportunities for le
acquisition and allow us to acquire the most pramjiprospects with great agility.

For a detailed description of our leasehold actjaisiactivities during fiscal year 2007, see “BesinAcreage Acquisitions al
Recent Developments” in Item 1 of this report.
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Reserves

As we have completed our first wells in the fougtiarter of 2007, we have not yet performed anyrveseengineering calculatior
We anticipate initiating and performing our initi@servoir engineering calculations throughoutfitst and second fiscal quarters of 2008.

Production

As of December 31, 2007 we had two wells that hestl pegun to produce oil. We have not yet recesadds or payment data fr
our operating partners or purchasers regardingotioiduction. As of March 31, 2008 we are selliiigrom a total of six separate wells.

Well Data

As of March 31, 2008, we have six productive oille/¢hat either we have drilled through our Brighg@int venture or on a “heads-
up” basis directly proportionate to our working intéreShree wells are located in Mountrail County,rtiioDakota, two wells are located
Dunn County, North Dakota and one well is locate@heridan County, Montana.
Undeveloped and Developed Acreage

As of March 31, 2008, the Company owned rightsricaggregate of approximately 62,000 net minera¢saciihe majority of o
current acreage remains undeveloped. In 2007 wememced drilling of 2 separate wells on an aggeegétapproximately 960 net mine
acres in North Dakota and Montana. For a detaitstidption of our drilling activity, see “Busine®¥iling Projects” in Item 1 of this report.
Drilling Activity

For a description of our Drilling Activity, see “Biness—Drilling Projects” in Item 1 of this report.

Present Activities and Recent Developments

For a description of our Present Activities and &gdevelopments, see “Business — Acquisition0idi72and Recent Developments”
in Item 1 of this report. We consider each of significant properties to be suitable for its inded use.

Delivery Commitments

The Company does not currently have any delivergragments for product obtained from its wells.
Iltem 3. Legal Proceedings

Currently, no legal proceedings or claims are pegaigainst or involve us that, in the opinion of management, could reasonabl
expected to have a material adverse effect on osmbss, prospects, financial condition or resoftoperations. To the knowledge
management, no federal, state or local governmegahcy is presently contemplating any proceedigjnat the Company. No direct
executive officer or affiliate of the Company or msv of record or beneficially of more than five gamt of the Compang’common stock is
party adverse to the Company or has a materiakist@dverse to the Company in any proceeding.
Iltem 4. Submission of Matters to a Vote of Security Holders

No matters were submitted to a vote of our stodldaa during the fourth fiscal quarter of 2007.
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Executive Officers of the Registrant

Pursuant to Instruction 3 to Item 401(b) of RedatatS-K and General Instruction G(3) to Form KOthe following information i
included in Part | of this annual report. Thedaling are our executive officers as of March 31020

Name Age Positions
Michael L. Rege 31 Director, Chief Executive Officer and Secret
Ryan R. Gilbertsol 32 Director and Chief Financial Office

Michael L. Regehas served as our Chief Executive Officer, Secyedad a Director since the reverse merger with N@®larck
2007. Mr. Reger has been primarily involved in #uguisition of oil & gas mineral rights for histea professional life and is a director
Reger Oil based in Billings, Montana. Mr. Regeltdsoa BA in Finance and an MBA in Finance/Managetrfesm the University of S
Thomas in St. Paul, Minnesota. The Reger familyehhistory of acreage acquisition in the Willis®asin dating to 1952.

Ryan R. Gilbertsomas served as our Chief Financial Officer and &®aor since the reverse merger with NOG in Marc@720Mr.
Gilbertson is a Principal of Crystal Bay Capitabautique investment banking firm focused on srtaMid-size companies. Mr. Gilbertsen’
last position prior to founding Crystal Bay Compasiwas Director of Equity Derivative Trading andaBtgy at Piper Jaffray in Minneap
from March 2004 to August 2006. Prior to Piper daff Ryan was a portfolio manager at Telluride Addanagement, a multrategy hedc
fund based in Wayzata, Minnesota. Ryan holds am# fGustavus Adolphus College.

PART I
Iltem 5. Market for Registrant’'s Common Equity, Related Skdmwlder Matters and Issuer Purchases of Equity Seities
Market Information
The Company’s common stock was listed on the OTUeBun Board of the National Association of Seciaist Dealers (“NASD")on
January 19, 2006, under the symbol “KNTXUt there was no active trading prior to approxghaDecember 2006. Effective April 3, 20

after the Merger and name change, the Company’dslywas changed to “NOGS.OB.”

The bid and offer price for the shares of commantistof our Company for the quarterly periods sethfdelow are as follow
although data prior to March 2007 is not applicabléne current structure of the Company:

Closing Bid
Fiscal Year Ended December 31, 20C High Low
First Quarte| $ 5.0 $ 1.1
Second Quarte 5.5C 3.4(
Third Quartel 6.5(C 4.4C
Fourth Quarte 7.9C 4,92
Closing Bid
Fiscal Year Ended December 31, 200 High Low
First Quartel NONE NONE
Second Quarte NONE NONE
Third Quartel $ 0.2 $ 0.2
Fourth Quarte 0.2C 0.2C
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The prices set forth above were obtained from tladiddal Quotation Bureau, Inc. and do not necdgsegflect actual transactions, re
markups, mark downs or commissions. Stock prit¢a bafore March 20, 2007, is for the prior “shahgpany’—Kentex—and therefore m:
not be relevant to any analysis of the pdstrger Company. Kentex common stock did not contaeauotation until the third quarter of fis
year 2006

The last reported sales price for our common stocihe AMEX on March 28, 2008 was $7.05 per share.
Holders

As of March 31, 2008, 28,900,970 shares of our comratock were outstanding, held by approximatel§ S®areholders
record. The number of record holders does notssecidy bear any relationship to the number of Eeia¢ owners of our common stock.

Dividends

The payment of dividends is subject to the disoretif our Board of Directors and will depend, amatber things, upon o
earnings, our capital requirements, our financ@idition, and other relevant factors. We have patl or declared any dividends upon
common stock since our inception and, by reasopusfpresent financial status and our contemplatean€ial requirements, and do
anticipate paying any dividends upon our commogksto the foreseeable future. We intend to reibeesy earnings in the development
expansion of our business. Any cash dividend&iénftiture to common stockholders will be payablemas and if declared by our Boar:
Directors or our Compensation Committee, based @itber the Board’s or the Committee’s assessmfent o

our financial condition and performanc

earnings

need for funds

capital requirementt

prior claims of preferred stock to the extent issaad outstanding; ar

other factors, including income tax consequenceesdrictions and any applicable lav

There can be no assurance, therefore, that angedtils on the common stock will ever be paid.
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Securities Authorized for Issuance under Equity Compensation Plans

The following table provides information with regpéo our common shares issuable under our eqaitypensation plans as

of December 31, 2007:

Number of
securities
remaining
available for
Number of future
securities to Weighteo- issuance
be issued average under equity
upon exercist  exercise price compensatior
of of plans
outstanding  outstanding (excluding
options, options, securities
warrants and warrants and  reflected in
rights rights column (a))
Plan Category (a) (b) (c)
Equity compensation plans approved by security holers
Incentive Stock Option Pl 660,000 $ 4.5t 340,00(
Equity compensation plans not approved by securitholders
None - - -
Total 660,000 $ 4.5t 340,00(

Recent Sales of Unregistered Securities; Use of Reeds from Registered Securities

On September 12, 2007, we issued 115,000 shanesstoicted common stock to MOP as partial constimreor our acquisition ¢
leases covering approximately 4,650 net mineraésadn Mountrail County, North Dakota. On Octobdr, 2007, we issued an additio
132,500 shares of restricted common stock to MOIaasal consideration for our acquisition of lemsmvering approximately 4,197
mineral acres in Mountrail County, North DakotaheTprincipals of MOP are Mr. Steven Reger and MnnTRyan, both are uncles of
Chief Executive Officer, Michael Reger.

O n September 21, 2007, we issued 275,000 shamestoicted common stock ®allatin Resources, LLC as partial consideratian
our acquisition of leases covering approximately0Q0 net mineral acres in the Yates County, NewkYwatich is located in the Appalac
Basin. Mr. Carter Stewart, one of the Companyreators, owns a 25% interest in Gallatin Resource€,

In November 2007, we issued an aggregate of 6508€es of restricted common stock to Insight Ch@itansultants Corporation a
17,500 shares of common stock to Wall Street Ressuinc. as consideration for consulting servidegring November 2007, we also iss
an aggregate of 44,000 shares of restricted constaok to four separate individuals who provided sudting services to the Company
various business matters. Further, on November2P6y7, we issued 75,000 shares of restricted comsatock to Chad Winter up
commencement of his employment with the Company.

All of the foregoing shares were issued pursuanthe exemption from registration provided in Satté(2) of the Act. In ea
instance, the recipients of the shares were aftbedeopportunity for effective access to files aadords of the Company that containec
relevant information needed to make its investnaadision, including the Comparsyfinancial statements and reports filed pursuarth¢
Exchange Act. We reasonably believe that eactpierdi immediately prior to issuing the shares, kadh knowledge and experienct
financial and business matters that it was capablevaluating the merits and risks of its investidgach recipient had the opportunit
speak with our officers and directors on severabsons prior to their investment decision.
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Item 6. Selected Financial Data
Not Applicable.
Item 7. Management’s Discussion and Analysis of Financiab@dition and Results of Operation

This Management’s Discussion and Analysis of Fif@n€ondition and Results of Operations containsvéyd4ooking statemen
regarding future events and our future results éhatsubject to the safe harbors created undeBehbarities Act of 1933 (the “Securities Agt”
and the Securities Exchange Act of 1934 (the “ErgeaAct”). All statements other than statements of histofiaeis included in this repc
regarding our financial position, business strateghans and objectives of management for futureraifm:s, industry conditions, a
indebtedness covenant compliance are forward-lgplétatements. When used in this report, forwaoding statements are gener.
accompanied by terms or phrases such as “estimg@ject,” “predict,” “believe,” “expect,” “antigpate,” “target,” “plan,” “intend,” “seek,”
“goal,” “will,” “should,” “may” or other words and similar expressions that contrey uncertainty of future events or outcomes. ¢
contemplating or making assumptions about, actuglobential future sales, market size, collaboratjoand trends or operating results
constitute such forward-looking statements.

Forward-looking statements involve inherent riskd ancertainties, and important factors (many oicivtare beyond our Comparsy’
control) that could cause actual results to diffeaterially from those set forth in the forwdmbking statements, including the followil
general economic or industry conditions, nationalhg/or in the communities in which our Companyduwis business, changes in the int:
rate environment, legislation or regulatory requieats, conditions of the securities markets, oilitylo raise capital, changes in accoun
principles, policies or guidelines, financial orlipoal instability, acts of war or terrorism, oth&conomic, competitive, governmen
regulatory and technical factors affecting our Camps operations, products, services and prices.

We have based these forwdodking statements on our current expectations asslmptions about future events. While
management considers these expectations and assospd be reasonable, they are inherently suliecignificant business, econon
competitive, regulatory and other risks, continges@nd uncertainties, most of which are diffitalpredict and many of which are beyond
control. Accordingly, results actually achievedyndiffer materially from expected results in thetatements. Forwardoking statemen
speak only as of the date they are made. You dlemrisider carefully the statements in this “Itefn Risk Factors’and other sections of tl
report, which describe factors that could causeastuwal results to differ from those set forthhe forwardlooking statements. Our Comp:
does not undertake, and specifically disclaims, abljgation to update any forwaldeking statements to reflect events or circumsge
occurring after the date of such statements.

Except as discussed below, a discussion of our fppesicial results is not pertinent to the busingtsn of the Company on a go
forward basis, due to the change in our businesshwbccurred upon consummation of the merger ondd&0, 2007

Overview and Outlook
We are an oil and gas exploration and productiongany. Our properties are located in Montana, INDdkota and New York. O
corporate strategy is to build shareholder valueugh the development and acquisition of oil and gasets that exhibit economic

producible hydrocarbons.

We currently control the rights to mineral leasasapproximately 115,000 gross acres of land, 62r@G@&cres of land.
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Our goal is to explore for and develop hydrocarbaithin the mineral leases we control as well astiome to expand our acre:
position. In order to accomplish our objectivesmay need to achieve the following;

= Raise the necessary capital required to acquir@pexfor and produce oil, conventional natural gad unconventional natu
gas;

= Assemble a group of talented and experienced erapiypartners and consultants to execute thegitratigjectives

= Create value by executing an ‘asset roll upisiness plan, subsequently optimizing the valueeath newly acquir
property. Executing this phase of the strategykhmm turn provide asset value for the acquisitiond enhancement of additio
properties, and create synergies among these ass#tier improving their value; ar

= |dentify and utilize industry partners to mitigatesk and leverage resources and acreage through yeintures, far-out
agreements and strategic pooling of acre

Results of Operations for the period ended Decembé1, 2006 and December 31, 2007.

We are in the early stage of developing our pragerh Montana, North Dakota and New York and auttyehave limited quantities
production from these properties. Our operatiomsdate have been limited to technical evaluationthef properties and the design
development plans to exploit the oil and gas ingusisources on those properties as well as seekipgrtunities to acquire additional oil
gas properties.

Although we had oil production in the fourth fisagliarter of 2007 we did not receive payment froms firoduction in the fisc
year. As such, we will begin to recognize revemben we are able to make the appropriate accountitgrminations. As of March
2008, we have established production from six teflls in which we hold small working interest, twbwhich had established productior
of December 31, 2007. This production approxima®3 barrels of oil per day and we expect will irase to approximately 180 barrels of
per day when two of the wells reach “payouf$ of March 31, 2008 we intend to participate ia thilling of approximately 40 gross oil we
in 2008.

Our expenses to date have consisted principaljenéral and administrative costs. We expect tbests to increase moderately as
proceed with our development plans. In the futueeexpect to incur increased geologic, geophyséral, engineering costs. Total expense
the period from inception (October 5, 2006) throl@grember 31, 2006, were $76,374 and for the tweleath period ended December
2007, were $4,513,189. We had a net loss of $7&di0he period from inception (October 5, 200&ptlgh December 31, 2006, and a net
of $4,305,293 for the twelveonth period ended December 31, 2007. Of this anapproximately $500,000 was a cash expense,alaad
was related to share issuance costs which is eeghéatdecrease substantially in 2008.

Operation Plan

During the next twelve months we plan to commemcearnest the development of our oil and gas ptiggein conjunction with ol
drilling partners. We have several other projéictd are in various stages of discussions andarénually evaluating oil and gas opportuni
in the Continental United States

To accelerate the development program we may taki@rher joint venture or “working interespartners that will contribute to t
capital costs of drilling and completion and théare in revenues derived from production. Thisneoaic strategy may allow us to utilize
own financial assets toward the growth of our ldaaereage holdings, pursue the acquisition ofegiatoil and gas producing propertie:
companies and generally expand our existing opmeTsti

Because of our limited operating history we haveogmized no revenues from the sale of oil and/@. daur activities have be

primarily limited to the negotiation of working gnest agreements, mineral lease acquisition aridngmary analysis of reserves and produc
capabilities. Consequently, we have incurred #tpenses of start-up.
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Our future financial results will depend primarown: (i) the ability to continue to source and sarpetential projects; (ii) the ability
discover commercial quantities of oil and gas) (lie market price for oil and gas; and (iv) thdigbto fully implement our exploration ai
development program, which is dependent on thdahilily of capital resources. There can be nagsxce that we will be successful in an
these respects, that the prices of oil and gasapimey at the time of production will be at a lexadlowing for profitable production, or that"
will be able to obtain additional funding to incseaour currently limited capital resources.

2008 Drilling Projects

In 2008, we intend to continue drilling efforts oar existing acreage covering an aggregate of 62n@0 mineral acres in Mountr
County, North Dakota and Sheridan County, Montaara to commence drilling or participate in at led6t new wells. For a detail
description of our drilling activity, see “Businefrilling Projects” in Item 1 of this report.
Liquidity and Capital Resources

Liquidity is a measure of a compasyability to meet potential cash requirements. Naee historically met our capital requireme
through the issuance of common stock and by skom torrowings. In the future, we anticipate wédl e able to provide the necess
liquidity by the revenues generated from the safesur oil and gas reserves in our existing prapsythowever, if we do not generate suffic
sales revenues we will continue to finance our af@ns through equity and/or debt financings.

The following table summarizes total current asgetal current liabilities and working capitalécember 31, 2007.

Current Asset $ 10,502,63(
Current Liabilities $ 22424
Working Capital $ 10,278,38:

Satisfaction of our cash obligations for the nex Inonths.

We currently are funded to meet our minimum drglcommitments and expected general and adminigtratipenses for the first h
of 2008. The accelerated pace of developmentarBtikken play may require us to access the capaakets at some point in 2008. We int
to utilize one or more debt facilities to cover quojected shortfall, however there can be no ass such capital will be available to us
favorable terms or at all. We anticipate the auritig acquisition of acreage may require additidiu@ds which we anticipate obtain
through the expected oil and gas sales commengi2f§08, from our substantial position in the rapidéveloping Parshall Field as well as
other prospects.A critical component of our operating plan impagtour continued existence is the ability to obtailditional capital throug
additional equity and/or debt financing. In the mwee cannot obtain the necessary capital to pursnstrategic plan, we may have to cea:
significantly curtail our acreage acquisitions.isTkvould materially impact our ability to continuaperations. However, due to our |
overhead, we are not dependant on new capital doveot wish to accelerate our drilling programd/anbuy up working interests in poten
wells during the next 24 months.

Since inception, we have financed cash flow requéets through debt financing and issuance of comstook for cash ar
services. As we expand operational activitiesway continue to experience net negative cash flowra operations, pending receipt of si
or development revenues from the sale of oil arg] gad will be required to obtain additional finergcto fund operations through comn
stock offerings and debt borrowings to the extatassary to provide working capital.

Over the next 24 months we believe that existingtahand anticipated funds from operations maybesufficient to sustain planr
expansion, primarily acreage acquisition. Consetiyewe may seek additional capital in the futtmefund growth and expansion throt
additional equity or debt financing or credit féteéls. No assurance can be made that such fingweould be available, and if available it n
take either the form of debt or equity. In eitbase, the financing could have a negative impacturriinancial condition and our stockholders.
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We may incur operating losses over the next tweleaths. Our lack of operating history makes pigalis of future operating rest
difficult. Our prospects must be considered irmntigf the risks, expenses and difficulties freqlyerhcountered by companies in their e
stage of operations, particularly companies indth@nd gas exploration industry. Such risks idelubut are not limited to, an evolving |
unpredictable business model and the managemeambwath. To address these risks we must, among ttiregs, implement and successf
execute our business and marketing strategy, aetio develop and upgrade technology and prodrespond to competitive developme
and attract, retain and motivate qualified persénfibere can be no assurance that we will be ssfekin addressing such risks, and
failure to do so can have a material adverse effieciur business prospects, financial conditionrasdlts of operations.

Going Concern

The financial statements included in our filingssédeen prepared in conformity with generally ategmccounting principles tt
contemplate the continuance of the Company as amggodncern. Management may use borrowings andrise@ales to improve tl
Companys cash position; however, no assurance can be dhatndebt or equity financing, if and when reqdjrevill be available. Tt
financial statements do not include any adjustmeelisting to the recoverability and classificatiohrecorded assets and classificatio
liabilities that might be necessary should the Canypbe unable to continue existence. The auditexh€ial statements for Kentex for
fiscal year ended December 31, 2006, containedtarsent by the auditors indicating their unceriathait Kentex would be able to continue
a “going concern.” The “going concern” disclosisenot presented in the report of our auditorafieerewith, and we believe that thgofnc
concern” disclosure will not be required in our hpublished financials due to capital raised by@wenpany in September 2007.
Summary of product research and development thatwii perform for the term of our plan

We do not anticipate performing any significantgurot research and development under our plan afatipe until such time as \
can raise adequate working capital to sustain parations.

Expected purchase or sale of any significant equigpmt.

We do not anticipate the purchase or sale of aagtpdr significant equipment as such items arereqtired by us at this time
anticipated to be needed in the next twelve months.

Off-Balance Sheet Arrangements

We currently do not have any off-balance sheengements that have or are reasonably likely to lsam@rrent or future effect on our
financial condition, changes in financial conditioavenues or expenses, results of operationsditgucapital expenditures or capital resoul
that is material to investors.
Iltem 7A. Quantitative and Qualitative Disclosures about MakRisk

Not Applicable.

Item 8. Financial Statements and Supplementary Data

Our Consolidated Financial Statements requiredhig/item are included on the pages immediatelyofailhg the Index to Financi
Statements appearing on page F-1.

Iltem 9. Changes In and Disagreements with Accountants oncAgnting and Financial Disclosure

None.
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Iltem 9A(T). Controls and Procedures
Evaluation of Disclosure Controls and Procedures

We maintain a system of disclosure controls andextares that is designed to ensure that informaiiqnired to be disclosed in «
Exchange Act reports is recorded, processed, suimetlaand reported within the time periods specifiethe SECS rules and forms, and tl
such information is accumulated and communicategutomanagement, including our Chief Executive €ffiand Chief Financial Officer,
appropriate, to allow timely decisions regardinguieed disclosures.

As of December 31, 2007, our management, includimg Chief Executive Officer and Chief Financial O#fr, had evaluated t
effectiveness of the design and operation of oseldsure controls and procedures (as defined ith&xge Act Rules 13a-15(e) and 1Hsle)
pursuant to Rule 13385(b) under the Exchange Act. Based upon and diseoflate of the evaluation, our Chief Executivéidef and Chie
Financial Officer concluded that information reguirto be disclosed is recorded, processed, sumedaamd reported within the specil
periods and is accumulated and communicated to geament, including our Chief Executive Officer ankli€} Financial Officer, to allow f
timely decisions regarding required disclosure aferial information required to be included in periodic SEC reports.

Management’'s Annual Report on Internal Control over Financial Reporting

Our management is responsible for establishing raathtaining adequate internal control over finahecigporting, as such term
defined in Exchange Act Rule 13&(f). The design of any system of controls isellis part upon certain assumptions about theitiget o
future events, and there can be no assurance rigaiesign will succeed in achieving its stated gaaider all potential future conditio
regardless of how remote. All internal control teyss, no matter how well designed, have inherenitdtions. Because of its inher
limitations, internal control over financial repiaig may not prevent or detect misstatements. Btiojes of any evaluation of effectivenes
future periods are subject to the risk that costrohy become inadequate because of changes intioosdior that the degree of complia
with the policies or procedures may deterioratber&fore, even those systems determined to betigfferan provide only reasonable assur.
with respect to financial statement preparation predentation.

We carried out an evaluation, under the supervisiod with the participation of our Chief Executi@déficer and Chief Financi
Officer, of the effectiveness of our internal catdr over financial reporting as of December 31, 20h making this assessment,
management used the criteria set forth by the Catmeniof Sponsoring Organizations of the Treadwayn@gsion (COSO) in lhterna
Control-Integrated Framework.Based on this assessment, management believesathaf, December 31, 2007, our internal control
financial reporting was effective based on thoseGa.

This annual report does not include an attestatport of the Companyg’registered public accounting firm regarding ing&rcontra
over financial reporting. Management’s report was$ subject to attestation by the Compangegistered public accounting firm pursuar
temporary rules of the SEC that permit the Compgarpgrovide only management’s report in this anmapbrt.

Changes in Internal Control over Financial Reportirng

There have been no changes in internal control fimancial reporting during the three months en@estember 31, 2007, that |
materially affected or is reasonably likely to mrahy affect our internal control over financiaporting.
Item 9B. Other Information

None.
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PART Il

We are incorporating by reference information enis 10 through 14 below from the definitive proxgtement for our 2008 Annt
Meeting of Stockholders, which we intend to filgtwihe SEC not later than 120 days subsequent¢erbeer 31, 2007.

Iltem 10. Directors, Executive Officers and Corporate Governe

The information required by this Item is incorp@etby reference to the definitive proxy statementdur 2008 Annual Meeting
Stockholders, which we intend to file with the SBG later than 120 days subsequent to Decembe2®)I;. We provided the informati
required by this item with respect to our execubtificers in Part | of this report pursuant to Itd@il(b) of Regulation S-K.

ltem 11. Executive Compensation

The information required by this Item is incorpeby reference to the definitive proxy statementoiur 2008 Annual Meeting of
Stockholders, which we intend to file with the SE@ later than 120 days subsequent to Decemb&QCBT,.

Item 12. Security Ownership of Certain Beneficial Owners amdanagement and Related Stockholder Matters

The information required by this Item is incorpeby reference to the definitive proxy statementoiur 2008 Annual Meeting of
Stockholders, which we intend to file with the SE@ later than 120 days subsequent to Decemb&(R,.

Iltem 13. Certain Relationships and Related Transactions, adaector Independence

The information required by this Item is incorp@by reference to the definitive proxy statemeniiur 2008 Annual Meeting of
Stockholders, which we intend to file with the SE@ later than 120 days subsequent to Decemb&QCBT,.

Iltem 14. Principal Accounting Fees and Services

The information required by this Item is incorpeby reference to the definitive proxy statementoiur 2008 Annual Meeting of
Stockholders, which we intend to file with the SE@ later than 120 days subsequent to Decemb&QCBT,.

PART IV
Item 15. Exhibits and Financial Statement Schedules
(@) The following documents are filedpast of this report:

1. Financial Statementi
See Index to Consolidated Financial Statementsage p-1.

2. Financial Statement Schedu
All schedules are omitted because they are eitbieapplicable or required information is shownhe financial statements or
notes thereto.

3. Exhibits
The exhibits listed in the accompanying Index tdiBits are filed or incorporated by reference as phthe annual report.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regidthas duly caused this repol
be signed on its behalf by the undersigned, theoeduly authorized.

NORTHERN OIL AND GAS, INC.

Date: March 31, 200¢ By: /s/ Michael Rege

Michael Rege
Chief Executive Office

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed béipwhe following persons
behalf of the registrant and in the capacity andhendates indicated:

Signature Title Date
/sl Michael L. Rege Chief Executive Officer, Director and Secret March 31, 200t
Michael L. Rege
i Chief Financial Officer, Principal Financial OffiGe March 31, 200¢
/s/ Ryan R. Gilbertso Principal Accounting Officer, Directc
Ryan R. Gilbertsol
/s/ Loren J. ( Toole Director March 31, 2008
Loren J. CToole
/sl Carter Stewal Director March 31, 2008
Carter Stewar
/sl Jack King Director March 31, 200¢
Jack King
/s/ Robert Grabl Director March 31, 200¢
Robert Grabt
/s/ Lisa Bromiley Meie Director March 31, 200¢

Lisa Bromiley Meiet
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Northern Oil and Gas, Ini

We have audited the accompanying balance she®srtfiern Oil and Gas, Inc. [an exploration stagmpany] as of December 31, 2007
2006, and the related statements of operationskisttders' equity, and cash flows for the year énbecember 31, 2007 and for the pe
from inception [October 5, 2006] through Decembgr 07. These financial statements are the regplitysof the Company's manageme
Our responsibility is to express an opinion on ¢hiésancial statements based on our audit.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighaflo(United States). Those stand.
require that we plan and perform the audit to obt@asonable assurance about whether the finastaééments are free of mate
misstatement. The Company is not required to hawewere we engaged to perform, an audit of itsrivdl control over financial reportir
Our audit included consideration of internal cohtreer financial reporting as a basis for desigranglit procedures that are appropriate ir
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Compainyésnal control over financial reportir
Accordingly, we express no such opinion. An audiiudes examining, on a test basis, evidence stippdhe amounts and disclosures in
financial statements. An audit also includes agssgsbe accounting principles used and signifiegsttimates made by management, as wi
evaluating the overall financial statement preg@naWe believe that our audits provide a reastmbasis for our opinion.

In our opinion, the financial statements referregbove present fairly, in all material respedis, financial position of Northern Oil and C
Inc., as of December 31, 2007 and 2006, and thétsesf their operations and their cash flows foe year ended December 31, 2007 an
the period from inception [October 5, 2006] througacember 31, 2007, in conformity with accountiningiples generally accepted in
United States of America.

Mantyla McReynolds LLC

Salt Lake City, Utah
March 24, 2008
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NORTHERN OIL AND GAS, INC.
(AN EXPLORATION STAGE COMPANY)
CONSOLIDATED BALANCE SHEETS

ASSETS

Current Assets
Cash and Cash Equivalel
Restricted Cas
Prepaid Drilling Cost
Prepaid Expense
Total Current Assets
Property and Equipment
Oil and Natural Gas Properti— Unproved, Using Full Cost Accountin
Leasehold Intere— Montana
Leasehold Intere— North Dakote
Leasehold Interest - New York
Total Oil and Natural Gas Propert— Unproved
Office Equipment and Furniture, N
Total Property and Equipment, Net
Other Assets
Deposit—- MSP Leasehols
Deposit- Southfork Leasehol
Deposit—- KNTX Shell
Total Other Assets

Total Asset:

LIABILITIES AND STOCKHOLDERS' EQUITY (DEFICIT)
Current Liabilities
Accounts Payabl
Accrued Expense
Investor Subscriptions Net of Issuance Ci
Convertible Notes Payah
Total Current Liabilities
Long-Term Liabilities
Total Liabilities
Stockholders' Equity (Deficit)
Preferred Stock, Par Value $.001; 100,000 Autleadkj® Outstandin
Common Stock, Par Value $.001; 100,000,000 Autieati 28,695,92
Outstanding (200- Par Value $.0001; 18,000,000 Shares Outstant
Additional Pai«-In Capital
Subscriptions Receivab
Deficit Accumulated during Exploration Sta
Total Stockholders' Equity (Deficit)
Total Liabilities and Stockholders' Equity (Defjci

December 31

2007 2006
$ 10,112,66 $ 61,93
- 788,00
364,29( -
25,68( 1,00(
10,502,63 850,93!
1,366,961 -
3,417,73i ;
2,802,80 -
7,587,51 -
41,32: -
7,628,83. -
- 165,00
- 65,00(
- 25,00(
- 255,00
$ 18,131,46 $ 1,105,93!
$ 11325 $ -

110,99:

- 778,06
- 365,00
224,24 1,143,06
224,24 1,143,06
28,69¢ 1,80(
22,259,92 38,57t
- (1,400
(4,381,401 (76,10
17,907,21 (37,13)
$ 18,13146 $_ 1,105,93!

The accompanying notes are an integral part oktfinancial statements.
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Revenues
Expenses

NORTHERN OIL AND GAS, INC.
(AN EXPLORATION STAGE COMPANY)
CONSOLIDATED STATEMENTS OF OPERATIONS

Share- Based Compensation Exper
General and Administrative Exper

Total Expenses
Loss from Operations
Other Income
Loss Before Income Taxe

Income Tax Provision (Benefit)

Net Loss

Net Loss Per Common Shar~— Basic and Diluted
Weighted Average Shares Outstandin

Basic
Diluted

From
Inception on
October 5,
2006
Year Ended Through
December December
31, 2007 31, 2007
$ - $ =
2,366,41 2,404,99;
2,146,77. 2,184,57.
4,513,18' 4,589,56:
(4,513,18) (4,589,56)
207,89¢ 208,16:
(4,305,29) (4,381,400
$ (4,305,29) $ (4,381,400
$ (0.1¢) (0.19)
23,667,11 22,566,22
23,667,11 22,566,22

The accompanying notes are an integral part oktfinancial statements.
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NORTHERN OIL AND GAS, INC.
(AN EXPLORATION STAGE COMPANY)

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Balance at Inception (October 5

2006)

Common Stock Issue
Compensation Related Stock Opt
Grants

Net Income (Loss)

Balance— December 31, 200!
Payment on Stock Subscriptions
Receivable
Sale of 2,501,573 Common Shares -
$1.05 Per Shar
Private Placement Cos
Issued 400,000 Common Shares to
Montana Oil anc

Gas, Inc. for Leasehold Intere
Issued 271,440 Shares to Southfork
Exploration, LLC

for Leasehold Intere!

Balance Immediately Prior to Revers

Acquisition
with Kentex
Reverse Acquisition with Kente:

Recapitalization of NOG with Kente
Common

Stock Issued in the Acquisition (Pa
Value

Changed to $.001 Per Sha
Acquisition of Kente»
Legal Fee:
Introduction Fe¢
Payment to Kentex Stockholde
Other Professional Fe:

Totals of Reverse Acquisition

Balance Immediately After Reverse
Acquisition

with Kentex

Shares Issued Pursuant to Consul
Agreements

Issued 100,000 Shares to Insi
Capital Consultant

Compensation Related Stock Optior
Grants

Sale of 4,545,455 Common Shares -
$3.30 Per Share (Unit Placeme
Private Placement Costs Net
Warrants Granted to Age

Issued 115,000 Common Share!
Montana Oil anc

Gas Properties, LLC for Leasehold

Interest

Issued 275,000 Common Shares to
Gallatin

Resources, LLC for Leasehold Inter
Issued 75,000 Shares as Compens:
Repurchase of 152,156 Common
Shares

Issued Pursuant to Excecise of Opti

Accumulated Total
Deficit

Additional Stock During Stockholders'

Common Stock Paid-In Subscriptions  Developmen Equity

Shares Amount Capital Receivable Stage (Deficit)
- $ - $ - $ - $ - $ =
18,000,00 1,80( - (1,400 - 40C
- - 38,57¢ - - 38,57t
- - - - (76,107 (76,107
18,000,00 1,80( 38,57¢ (1,400 (76,107 (37,137
- - - 1,40( - 1,40(C
2,501,57 25(C 2,626,40: - - 2,626,65.
- - (9,939 - - (9,939
400,00( 40 419,96( - - 420,00(
271,44( 27 284,98! - - 285,01:
21,173,01 2,117 3,359,98 - (76,10 3,285,99!
- 19,05¢ (19,05¢) - - -
1,491,111 1,491 (1,49)) - - -
- - (25,000 - - (25,000
- - (12,500 - - (12,500)
- - (377,500 - - (377,500
- - (36,067) - - (36,06%)
1,491,111 20,547 (471,609 - - (451,067)
22,664,12 22,66¢ 2,888,38! - (76,107 2,834,93
73,50( 74 380,65t - - 380,73(
100,00( 10C 474,90( - - 475,00(
- - 2,366,41 - - 2,366,41
4,545 45! 4,54 14,995,45 - - 15,000,00
- - (1,191,000 - - (2,191,001)
115,00( 11F 577,18! - - 577,30(
275,00( 27¢ 1,380,22! - - 1,380,50!
75,00( 75 388,42! - - 388,50(
(152,15¢) (152) (1,049,72) - - (1,049,871
1,000,00! 100c 1,049,001 - - 1,050,00!



Net Income (Loss) - - - - (4,305,29) (4,305,29)
Balance- December 31, 200 28,695,92 $ 28,69¢ $ 22,259,92 $ - $ (4,381,400 $ 17,907,21

The accompanying notes are an integral part oktfinancial statements.




NORTHERN OIL AND GAS, INC.
(AN EXPLORATION STAGE COMPANY)
CONSOLIDATED STATEMENTS OF CASH FLOW

Cash Flows from Operating Activities
Net Loss

Adjustments to Reconcile Net Loss to Net Cash Use@perating Activities

Depreciatior
Issuance of Stock for Consulting F¢
Issuance of Stock for Compensat
Share- Based Compensation Exper
Increase in Prepaid Expen:
Increase in Accounts Payal
Increase in Accrued Expens
Net Cash Used For Operating Activities

Cash Flows from Investing Activities
Purchases of Office Equipment and Furni
Prepaid Drilling Cost
Oil and Gas Propertie

Net Cash Used For Investing Activities

Cash Flows from Financing Activities
Repayments of Convertible Notes Payable (Relatety/F
Proceeds from the Issuance of Common Stock —fNsesobance Costs

Net Cash Provided by Financing Activiti
Net Increase in Cash and Cash Equivalent
Cash and Cash Equivalent- Beginning of Period

Cash and Cash Equivalent— End of Period

Supplemental Disclosure of Cash Flow Informatior
Cash Paid During the Period for Inter

Cash Paid During the Period for Income Taxes

Nor-Cash Financing and Investing Activitie
Purchase of Oil and Gas Properties through Issuah€ommon Stoc

Payment of Consulting Fees through Issuance ofrBmmStock
Payment of Compensation through Issuance of Camfatock
Cashless Exercise of Stock Options

From
Inception on
October 5,
2006

Year Ended Through
December December
31, 2007 31, 2007
$ (4,305,29) $ (4,381,400
3,44¢ 3,44¢
855,73( 855,73(
388,50( 388,50(
2,366,41 2,404,99;
(24,55¢) (25,55¢)
113,25- 113,25-
110,99 110,99
(491,509 (530,04.)
(44,769 (44,769
(364,29() (364,29()
(4,669,69) (4,924,69)
(5,078,75) (5,333,75)
(165,001) -
14,997,99 15,976,45
14,832,99 15,976,45
9,262,72! 10,112,66
849,93! -

$ 10,112,66 $ 10,112,66
$ - $ -
$ - $ -
$ 855,73( 855,73(
$ 388,50( 388,50(
$ 1,050,001 1,050,001

The accompanying notes are an integral part oktfinancial statements.
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NORTHERN OIL AND GAS, INC.
(AN EXPLORATION STAGE COMPANY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Organization and Nature Of Business

Effective March 20, 2007, immediately following theerger described below, Kentex Petroleum, InKefitex”) completed a so-
called short-form merger with its whollywned subsidiary, Northern Oil and Gas, Inc., inchtNorthern Oil and Gas, Inc. merged into Ken
and Kentex was the surviving entity. As part a§ thort-form merger, Kentex changed its name tdghdon Oil and Gas, Inc. (“the
Company”).

Management has determined that the Company shool fon projects in the oil and gas industry prilpéased in the Rocky
Mountains and specifically the Williston Basin BakkShale formation. This is based upon a beligftteaCompany is able to create value via
strategic acreage acquisitions and convert theevalyortion thereof into production by utilizingperienced industry partners specializing in
the specific areas of interest. The Company hgetad specific prospects and has engaged in iliagifor oil and gas. The Company is
currently an exploration stage company.

The Company has four employees at this time, Exefcutive Officer Michael Reger, Chief FinanciafiGér Ryan Gilbertson,
General Counsel James Sankovitz and Chad Wintee. Cbmpany will seek to retain independent contradb assist in operating and
managing the prospects as well as to carry ouptineipal and necessary functions incidental todth@nd gas business. With the continued
acquisition of oil and natural gas properties,@rmenpany intends to continue to establish itselhvindustry partners best suited to the areas of
operation. As the company continues to establigvanue base with cash flow, it may seek oppdigsmimore aggressive in nature.

On March 20, 2007, Kentex Petroleum, Inc. (“Ken)ea¢quired Northern Qil and Gas, Inc. (“NOG”) thghuthe merger of a wholly
owned subsidiary with and into NOG. As a resulth&f merger, NOG became a wholly-owned subsidiemtex. The merger has been
accounted for as a reverse acquisition using thehaise method of accounting. Although the merges structured such that NOG became a
wholly-owned subsidiary of Kentex, NOG has beeatid as the acquiring company for accounting peposder Statement of Financial
Accounting Standards No. 141, Business Combinatidumes to the following factors: (1) NOG's stockheitd received the larger share of the
voting rights in the merger; (2) NOG received tha@arnity of the members of the Board of Directonsgd d3) NOGS senior management priot
the merger dominated the senior management ofaimdiced company.

Prior to the Merger, Kentex was a “shell compamgganing that it had no material assets or opemtitimer than to acquire another
business or company; and NOG was a recently foemptbration stage company that had just commenpedations. Privately-held
companies desiring to “go public” in a manner otitvan an Initial Public Offering (“IPO”) often se@kreorganization or merger with a thinly
capitalized publicly-held company. This procesgids the high cost of the registration of secusifier public sale, including attendant legal
and accounting expenses, and the usually lengtigeps involved in the registration of securities.

As an independent oil and gas producer, the Compaeyenue, profitability and future rate of grovate substantially dependent on
prevailing prices of natural gas and oil. Histalig, the energy markets have been very volatikkiars likely that oil and gas prices will
continue to be subject to wide fluctuations infiliire. A substantial or extended decline in reltgas and oil prices could have a material
adverse effect on the Company’s financial positresults of operations, cash flows and accesspitataand on the quantities of natural gas
and oil reserves that can be economically produced.
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Note 2. Significant Accounting Practices

These financial statements have been preparedardance with generally accepted accounting priasim the United States of
America (“GAAP”).

Full Cost Method

The Company follows the full cost method of accaumfor oil and gas operations whereby all cosksteel to the exploration and
development of oil and gas properties are initialpitalized into a single cost center (“full cpsol”). Such costs include land acquisition
costs, geological and geophysical expenses, cagrgfiarges on non-producing properties, costs dindridirectly related to acquisition, and
exploration activities. As of December 31, 2007asatrolled approximately 21,354 net acres of lbakks in Sheridan County, Montana,
controlled approximately 13,000 net acres in Maaihttounty, North Dakota, controlled approximatg|$00 net acres in Burke and Divide
Counties, North Dakota and controlled approximaf€ly000 net acres in Yates County, New York. Gdigitd amounts for these properties as
of December 31, 2007, consist of $7,401,467 of sdtipn costs and $186,044 of exploration cost$.th®se leaseholds, all acres are
undeveloped and unproved. See Note 3 for an eaptamof activities on these properties. SubsegteeBecember 31, 2007 we have
increased our position in Mountrail County to apgmately 22,000 net acres and have acquired apmately 1,500 acres in Dunn County,
North Dakota.

Proceeds from property sales will generally be iteeldo the full cost pool, with no gain or lossognized, unless such a sale would
significantly alter the relationship between capitad costs and the proved reserves attributablleese costs. A significant alteration would
typically involve a sale of 25% or more of the pedweserves related to a single full cost pool.

Costs capitalized will be depleted and amortizedhenunit-of-production method based on the estiohgross proved reserves as
determined by independent petroleum engineers. cobis of unproved properties are withheld fromdapletion base until such time as they
are either developed or abandoned. When provedvesare assigned or the property is considerbd tmpaired, the cost of the property or
the amount of the impairment is added to costsestitp depletion calculations.

The following table sets forth a summary of unpied and gas property costs, consisting of actjaisiand exploration costs, not
being amortized as of December 31, 2007.

For the Perio

from
Inception
For the Year  (October 5,
ended 2006) throug
December 31 December 3!

2007 2006
Property Acquisition Cost $ 7,401,46 $ >
Exploration Costs 186,04 -
Total $ 758751 $ .

The Company will begin amortizing costs when eaajggt location is evaluated post drilling, whighcurrently estimated to be in 1
second quarter of 2008.

The Company’s unproved properties consist of lealgiefcquisition and exploration costs in the foliogvareas:

Total Montana North Dakoté New York
2006 (From Inception on October 5, 20! $ - $ - 3% - 3 -
2007 (Year Ended December 7,587,51. 1,366,96! 3,417,73 2,802,80
Total $ 758751 $ 1,366,961 $ 3,417,730 $ 2,802,80




Prepaid Drilling Costs

The Company has paid $377,761 to Brigham Explangto future drilling costs under the Company'si\ddenture with Brigham
(See Note 3). During the 2007 fiscal year, Brighaxploration incurred drilling costs related togtiproject. Our share of these drilling costs
was $13,471.
Property and Equipmen

Property and equipment are recorded at cost angdeafed using the straight-line method over thetimated useful lives of three to five
years. Depreciation expense was $3,446 for thegrded December 31, 20(

The Company’s Property and Equipment and AccumdIBipreciation at December 31, 2007 are as follows:

Office Furniture and Equipme $ 32,40:
Leasehold Improvements 12,36"
Total Property and Equipment (At Ca 44,76¢
Less: Accumulated Depreciation 3,44¢
Total $ 41,32

New Accounting Pronouncemen

In September 2006, the Financial Accounting StatelBoard (FASB) issued SFAS No. 157, “Fair ValueaBleements.” SFAS No.
157 establishes a framework for measuring faire@tugenerally accepted accounting principles f@arthe definition of fair value within that
framework, and expands disclosures about the utgrofalue measurements. SFAS No. 157 is intendédcrease consistency and
comparability among fair value estimates usednaritial reporting. As such, SFAS No. 157 applesltother accounting pronouncements
that require (or permit) fair value measurementsept for the measurement of share-based paym8&maS No. 157 does not apply to
accounting standards that require (or permit) messents that are similar to, but not intended pregent, fair value. Fair value, as defined in
SFAS No. 157, is the price to sell an asset osfeara liability and therefore represents an esi¢tgy not an entry price. The exit price is the
price in the principal market in which the repogtientity would transact. Further, that price i$ adjusted for transaction costs. SFAS No.
is effective for fiscal years beginning after Nowman 15, 2007, and interim periods within thosedigears except for certain nonfinancial
assets and nonfinancial liabilities which have baeferred one year. SFAS No. 157 will be applismspectively as of the beginning of the
fiscal year in which it is initially applied. Wenchot expect adoption of SFAS No. 157 to be mdtariaur financial statements.

In February 2007, the FASB issued SFAS No. 159¢"FFhir Value Option for Financial Assets and Finandabilities.” SFAS No.
159 allows entities to voluntarily choose, at sfiedielection dates, to measure many financialtass®d financial liabilities at fair value. The
election is made on an instrument-by-instrumenisbasd is irrevocable. If the fair value optiorelscted for an instrument, SFAS No. 159
specifies that all subsequent changes in fair viglughat instrument shall be reported in earnin§5AS No. 159 is effective as of the begini
of an entity’s first fiscal year that begins afidmvember 15, 2007. We do not anticipate a materiphct upon adoption of SFAS No. 159.

In December 2007, the FASB issued SFAS No. 14TfJsiness Combinations.” SFAS No. 141(R) changesaccounting for and
reporting of business combination transactiondiénfollowing way: Recognition with certain excepts, of 100% of the fair values of assets
acquired, liabilities assumed, and non controllimgrests of acquired businesses; measuremenitaxalirer shares issued in consideration for
a business combination at fair value on the actijprisdate; recognition of contingent consideratorangements at their acquisition date fair
values, with subsequent changes in fair value gdlgeeflected in earnings; recognition of pre-asifion gain and loss contingencies at their
acquisition date fair value; capitalization of irepess research and development (IPR&D) assetsradat acquisition date fair value;
recognition of acquisition-related transaction sa@s expense when incurred; recognition of acimnisielated restructuring cost accruals in
acquisition accounting only if the criteria in Satent No. 146 are met as of the acquisition dae;racognition of changes in the acquirer’s
income tax valuation allowance resulting from tlusibess combination separately from the businesbmtion as adjustments to income tax
expense. SFAS No. 141(R) is effective for the firsnual reporting period beginning on or after &aber 15, 2008 with earlier adoption
prohibited. The adoption of SFAS No. 141(R) wifiegt valuation of business acquisitions made i@28and forward.
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In December 2007, the FASB issued SFAS No. 160 tdotrolling Interest in Consolidated Financial 8taents — an Amendment of
ARB 51" (SFAS 160). SFAS 160 clarifies that a mamtcolling interest in a subsidiary is an ownershigrest in the consolidated entity that
should be reported as equity in the consolidateaitial statements. It also requires consolidagtdncome to be reported at amounts that
include the amounts attributable to both the paaedtthe noncontrolling interest, and requiresld&ae, on the face of the consolidated
statement of income, of the amounts of consolidattgdncome attributable to the parent and to tivecantrolling interest. SAFS 160 is
effective for fiscal years, and interim periodshiritthose fiscal years, beginning on or after Daoeni5, 2008. Earlier adoption is
prohibited. We do not anticipate a material impgwbn adoption.

In March 2008, the FSAB issued FASS No. 161, “Disares about Derivative Instruments and HedgindvAiets.” SFAS 161 is
intended to improve financial reporting about dative instruments and hedging activities by reggienhanced disclosures to enable inve:
to better understand their effects on an entitganicial position, financial performance, and cligivs. SFAS 161 is effective for financial
statements issued for fiscal years and interinoplsrbeginning after November 15, 2008, with eaplgliaation encouraged. We do not
anticipate a material impact upon adoption.

Cash and Equivalents

Our cash positions represent assets held in Chgdkioney Market Accounts and other short term imsgnts. These assets are
generally available to us on a daily or weekly basid are highly liquid in nature. Due to the ba&s being greater than $100,000, we do not
have FDIC coverage on the entire amount of banksiep The company believes this risk is minimal.

Stock-Based Compensation

The Company has accounted for stock-based compemsaider the provisions of Statement of Finangiatounting Standards
(“SFAS”) No. 123(R), Share Based Payment. Thisestant requires us to record an expense assogiétethe fair value of stock-based
compensation. We currently use the Black-Schgiti®o valuation model to calculate stock based aamsption at the date of grant. Option
pricing models require the input of highly subjeetassumptions, including the expected price JdiatiChanges in these assumptions can
materially affect the fair value estimate.

The average risk-free interest rate is determirgduiguthe U. S. Treasury rate in effect as of the dégrant, based on the expected
term of the stock option.

Options Granted November 1, 2007

On November 1, 2007, the Board of Directors grabi&@,000 options to board members and one employke.total fair value of the
options was recognized as compensation in 200eaggtionees were immediately vested. In computiegexpected volatility, we used the
combined historical volatility of NOGS common stdok a one month period and the blended historio#dtility for two of NOGS peer
companies over a period of four years and elevemtinso In computing the exercise price we used Wleeage closing/last trade price of the
Company’s common stock for the five highest volunagling days during the 3fay trading period ending on the last trading dagceding the
date of the grants.
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The following assumptions were used for the Blacketes model:

November 1
2007
Risk free rate: 4.36%
Dividend yield 0%
Expected volatility 56%
Weighted average expected stock option 5 Years

The “fair market value” at the date of grant faycit options granted using the formula relied upmmchlculating the exercise price is
as follows:

Weighted average fair value per sh $ 2.7z
Total options grante 560,00(
Total weighted average fair value of options grel $ 1,524,99.

Options Granted December 15, 2006

For the options granted in 2006 we used a basketroparable companies to determine the volatitiput. We believe this fairly
represents the volatility we may trade on were welaic company at the time of issuance. The faialvalue of the options were recognized
as compensation over the 1 year vesting periodekkember 2007, our Chief Executive Officer MichBelger and our Chief Financial Officer
Ryan Gilbertson exercised 500,000 of these optath for a total of 1,000,000 of the 1,100,000aiexercised.

The following assumptions were used for the Blacketes model:

December 31

2006
Risk free rate: 4.75%
Dividend yield 0%
Expected volatility 64%
Weighted average expected stock option 10 Years

The weighted average fair value at the date oftdmarstock options granted is as follows:

Weighted average fair value per sh $ 0.8C
Total options grante 1,100,001
Total weighted average fair value of options grei $ 880,00(

Income Taxes

The Company accounts for income taxes under FAGR:®ent No. 109, Accounting for Income Taxes. Brefkincome tax assets
and liabilities are determined based upon diffeesrimetween the financial reporting and tax basessdts and liabilities and are measured
using the enacted tax rates and laws that wilhteffect when the differences are expected to seveFASB Statement No. 109 requires the
consideration of a valuation allowance for defeti@dassets if it is “more likely than ndtiat some component or all of the benefits of defi
tax assets will not be realized.

Use of Estimates
The preparation of financial statements under gdlyesiccepted accounting principles (“GAAP”) in tbiaited States requires
management to make estimates and assumptiondfiettthe reported amounts of assets and liakslidied disclosure of contingent assets and

liabilities at the date of the financial statemeamsl the reported amounts of revenues and expduoseg the reporting period. Actual results
could differ from those estimates.
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Net Income (Loss) Per Common Sha

Net Income (loss) per common share is based oNéhéncome (loss) less preferred dividends dividgdveighted average number of
common shares outstanding.

Diluted earnings per share are computed using waigdiverage number of common shares plus dilutiwenton share equivalents
outstanding during the period using the treaswglstmethod. As the Company has a loss for thege®nded December 31, 2006 and 2007
the potentially dilutive shares are anti-dilutivedeare thus not added into the earnings per sladealation.

As of the period ended December 31, 2007 there 6&0e000 potentially dilutive shares from stockiops that became exercisable
during 2007.

In addition there are 4,818,183 warrants that visseed in conjunction with the September 12, 2007k placement. These
warrants are presently exercisable and represeanfpally dilutive shares. These warrants havéeaded exercise price of $5.50. If all
warrants were exercised the Company would recewegeds of $26,500,006.

Note 3. Oil and Gas Properties
Acquisitions

In February 2007, NOG acquired from Montana Oilgenties, Inc. (MOP) certain oil leases in Sheri@amunty, Montana for a total
purchase price of $825,000 and 400,000 shares @& NStricted common stock for approximately 21,868acres. The principals of MOP
Mr. Steven Reger and Mr. Tom Ryan, both are unolesir Chief Executive Officer, Michael Reger.

On February 12, 2007, South Fork Exploration, LISFE), a Montana Limited Liability Company assigheaises
covering approximately 3,016 net acres in Mounttailinty, North Dakota to NOG. NOG paid $271,48tash and issued 271,440 shares of
restricted common stock. SFEEresident is J.R. Reger, brother of our Chiefchtiee Officer, Michael Reger. J.R. Reger is asshareholde
of the Company.

On September 12, 2007 the Company acquired from M@sehold interests on approximately 4,650 netsaicr Mountrail County,
North Dakota. The total consideration paid fostacreage was $2,500,000 in cash and 115,000 sifaeestricted common stock$1,000,00(
of the cash purchase price was paid by Septemh&00Z , and the balance was paid January 2,. 2808f December 31, 2007, no accrual
was made for the balance amount pursuant to thenaity of the lease agreement. The principalMa@P are Mr. Steven Reger and Mr. Tom
Ryan, both are uncles of our Chief Executive Offiddichael Reger.

NOG entered into a letter agreement with Gallatsdurces, LLC to acquire certain oil and gas leasegpproximately 10,000 net
mineral acres in the Appalachia Basin. The acréalgeated in the “Finger Lakes” region of Yatesu@ty, New York. On September 21,
2007, the Company closed on this acquisition. Madasideration for this acreage was $1,420,00ash and 275,000 shares of restricted
common stock. Carter Stewart, one of the Compadhiyéctors, owns a 25% interest in Gallatin Reses,r&LC.

In September 2007, NOG commenced a continuous [@ageam with SFE to acquire approximately 7,50@8dn Burke and Divic
Counties of North Dakota. Under the terms of thegpam, NOG has paid SFE $426,000 in cash as ottMat, 2008. $308,000 was paid
the fourth quarter of 2007, and $118,000 was paidanuary 15, 200&s of December 31, 2007, no accrual was made fobtiance amou
pursuant to the optionality of the lease agreem8&RE’s president is J.R. Reger, brother of MichReger, the Company’Chief Executiv
Officer. J.R. Reger is also a shareholder in tbem@any.

On October 24, 2007, MOP assigned to the Compasetecovering approximately 4,197 net acres in Maill€ounty, North
Dakota. The total purchase price for this assigrrie$2,098,785 in cash and 132,500 shares afatest common stock. As of December 31,
2007, we paid $500,000 to MOP and the balance wa@ksip February 2008. As of December 31, 2007acwyual was made for the balance
amount pursuant to the optionality of the leaseagrent. The principals of MOP are Mr. Steven RegerMr. Tom Ryan, both are uncles of
our Chief Executive Officer, Michael Reger.

The Company has also completed other miscellangomgisitions in North Dakota.
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Rincon Exploration

On April 20, 2007, we announced a farm out agre¢méh Rincon Exploration whereby we will contrileuicreage to a spacing unit
to be created for a Red River Formation test weihcon and other partners would bear our shatkeo€osts to the casing point of the
well. We would retain an undivided interest of 28%@ur share of the spacing unit. On Decembe80y, Rincon’s option to drill this Red
River Location expired. We have not determined tiwbewe will attempt to drill this location in ttieture.

Brigham Exploration Joint Venture

On April 23, 2007 Brigham Exploration announced &ligfon Basin joint venture with us under whichigram will bear a portion of
our costs on a series of wells and begin a contiswabilling program in 2008.

Approximately 3,000 net acres in Mountrail Courityprth Dakota and 22,000 net acres in Sheridan @oiwntana are included
under the terms of the joint venture. The MouhtCaiunty, North Dakota acreage is in close proxmitthe high producing EOG wells in the
Parshall field. On 640-acre spacing, we estim@taet wells could be drilled by Brigham and the @amy to fully explore and develop this
acreage. On the Sheridan County, Montana acreagey 160-acre spacing, we estimate 137 net wellkide drilled.

Drilling under the Brigham joint venture commendedhe early fourth quarter of 2007. On the Moaitt€ounty, North Dakota
acreage, we successfully completed the BergstramilfFdrust 26 on or around December 27, 2007, akBakvell that is producing
approximately 120 barrels of oil per day. We m#ptited for a 6.25% working interest that convest24% working interest at payout. We ¢
completed the Hallingstad 27 on or around Febr@a®008, a Bakken well that is producing more th@ barrels of oil per day. We
participated for a 8.4% working interest that catsréo 20.5% working interest at payout. On ther@fan County, Montana acreage, we
successfully completed the Richardson #25 on arrat®@ecember 15, 2007, a Red River test well thatirently producing at approximately
300 barrels of oil per day. The Company partigpdbr a 10% working interest that converts to 3¥étking interest at payout, which is
expected to occur in the second fiscal quartel0682 Brigham expects to spud a second Red Rivituweer the joint venture in the second
fiscal quarter of 2008.

Note 4. Preferred and Common Stock

There are currently no shares of Preferred stot&tanding. There have been 100,000 shares autdoand there are no rights and
privileges currently defined for preferred stock.

On October 5, 2006 the Company issued for castsabskcriptions receivable, 18,000,000 shares ofg@ae common stock.
At December 31, 2006, a total of 18,000,000 comstmres were issued and outstanding.

In October 2006, the Company began a private plao¢woiffering of a maximum of 4,000,000 shares &de $or $1.05 (the
“Offering”). A minimum of 2,000,000 shares was ded to close on the Offering. As of December D& the Company had sold 750,476
shares for total consideration of $788,000. Tliesds were deposited in a separate escrow accadnvere released upon the attainment of
the minimum in the offering of 2,000,000 sharefierefore these funds were recorded as a liabititthe Balance Sheet as of December 31,
2006, but have subsequently converted to stockislldquity. The Offering was a private placememidie under Rule 506 promulgated under
the Securities Act of 1933 (the “Act”), as amendddhe securities offered and sold (or deemed toftezed and sold, in the case of underlying
shares of common stock) in the Offering have begistered for resale under the Act as of OctobeQ07.

On February 1, 2007, the Offering closed with $8,682 being raised and 2,501,573 common shareg zsined.
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On May 3, 2007, the Company issued 100,000 sh&msnomon stock to Insight Capital Consultants Coation pursuant to a
consulting agreement with them. The stock issuasl wvalued at $475,000 and expensed to generaldmnidiiatrative expense. The shares
were valued based on the market price of the Cogipatock on the date of issuance.

In September 2007, the Company completed a prplatizment of 4,545,455 shares of common stockdedited investors at a
subscription price of $3.30 per share for totakgrproceeds of $15,000,002. In addition to comatock, investors purchasing shares in the
private placement received a warrant to purchaseman stock. For each share of common stock puechiasthis transaction, the purchaser
received the right to purchase one-half share@fdbmpany’s common stock at a price of $5.00 paresfor a period of 18 months from the
date of closing and the right to purchase onegtafe of the Company’s common stock at a priceésdiGhfor a period of 48 months from the
date of closing. FIG Partners, LLC Energy ResearchCapital Partners served as the exclusive plageagent for which it received
consideration in cash and warrants. The total mrmobshares that are issuable upon exercise obwar, including the placement agent's
warrant is 4,818,183. In addition, four of our folers executed restriction agreements under whahdgree not to sell shares of beneficial
interest in the Company for a period of 18 montbsifthe closing of this private placement, exceptar certain limited
circumstances. Approximately 13,289,000 shareonfmon stock are subject to the lock-up agreement.

In November 2007, the Company issued 73,500 sludirgemmon stock to various consultants pursuaobtesulting agreements. The
company also issued 75,000 shares of common staeployee Chad Winter pursuant to a written empleyt agreement. These 148,500
shares were valued at $769,230 at the time of ieguand expensed as general and administrativengape The shares were valued at the
calculated fair value of the Company’s stock ondhte of the issuance.

In December 2007, Mike Reger and Ryan Gilberts@rased a combined 1,000,000 stock options graotdtem in 2006.
Note 5. Related Party Transactions

NOG has purchased leasehold interests from SouthE@loration, LLC (SFE). SFE’president is J.R. Reger, the brother of Mic
Reger, CEO of NOG. J.R. Reger is also a shareholddOG. See Note 3.

NOG purchased leasehold interests from MOP. MG®igrolled by Mr. Tom Ryan and Mr. Steven Regethlare uncles of the
Company’s CEO, Michael Reger. See Note 3.

NOG has purchased leasehold interests from GalRgBsources, LLC. Carter Stewart, one of NOG'salies, owns a 25% interest in
Gallatin Resources, LLC. See Note 3.

Note 6. Stock Options/Stock Based Compensation

The Company’s Board of Directors approved a stqatioa plan in October 2006 (“2006 Stock Option P)an provide incentives to
employees, directors, officers, and consultantswamer which 2,000,000 shares of common stock baea reserved for issuance. The opi
can be either incentive stock options or non-sbayustock options and are valued at the fair maviéie of the stock on the date of grant. The
exercise price of incentive stock options may retdss than 100% of the fair market value of telssubject to the option on the date of the
grant and, in some cases, may not be less than d18&%ch fair market value. The exercise pricaai-statutory options may not be less than
100% of the fair market value of the stock on theedf grant. On December 15, 2006, 1,100,00@pogptivere granted at a price of $1.05 per
share. 500,000 options were granted to each Miékeger and Ryan Gilbertson, and 100,000 optiorre\geanted to Douglas Polinsky. As
stated above, these options have an exerciseqrge05 per share. These options became fulliedesn December 15, 2007. In December
2007, Mike Reger and Ryan Gilbertson exercised thpgions under this plan (See Note 4).

On November 1, 2007 the Board of Directors graateddditional 560,000 of options under this 200 friive Stock Option

Plan. The Company granted 500,000 options to mesrdfehe board and 60,000 options to Chad WinTérese options were granted at a |
of $5.18 per share and the optionees were fulljedesn the grant date.
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The Company accounts for stock-based compensatideruihe provisions of Statement of Financial Actong Standards (“SFAS”)
No. 123(R), Share Based Payment. This statemgunires us to record an expense associated witfaithealue of stoc-based
compensation. We currently use the Black-Schghiti®o valuation model to calculate stock based acamsption at the date of grant. Option
pricing models require the input of highly subjeetassumptions, including the expected price MdlatiChanges in these assumptions can
materially affect the fair value estimate. Thetdair value of the options will be recognizedcasnpensation over the vesting period (see Note
2 for calculation of fair value). The Company riegeel no cash consideration for these option grants.

The following table presents the impact on ourestegnt of operations of stock-based compensatioaresepfor the year ended December 31,
2007 and for the period from inception (Octobe2®)6) through December 31, 2007:

From
Inception
October 5
Year Endec 2006 througt
December 31 December 31

2007 2007

Expenses 2,366,41 2,404,99.

Stocl-based compensation expense before t 2,366,41 2,404,99.
Income tax benef - -

Stocl-based compensation expense after t $ 236641 $ 2,404,99
Changes in stock options for the years ended Deeeith 2007 and 2006 were as follows:
2006: Weighted Remaining

Number Average Contractual
of Exercise Term (in Intrinsic
Shares Price Years) Value

Beginning balanc - $
Granted 1,100,00C 1.05
Outstanding at December 1,100,00C 1.05 9.9 -
Exercisable 1,100,000 1.05 9.9 -
Weighted average fair value of
options granted during year $ 80
2007:
Beginning balanc 1,100,00C $
Granted 560,000 5.18
Exercisec 1,000,00C 1.05
Outstanding at December 660,000 455 9.7 1,581,20C
Exercisable 660,000 4.55 9.7 1,581,20C
Ending vestet 660,000 4.55 9.7 1,581,20C
Weighted average fair value of
options granted during year $ 272
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NOTE 6. Stock Options/Stock Based Compensation Gontinued

The following table summarized information abowtct options outstanding at December 31, 2007:

Outstanding Option Options Exercisabl
Weighted
Average
gemalnlngl Weighted Weighted
or[[irfzctua Average Average
Number (in years) E)é)erC|se Number E>I<De_rC|se
Exercise Prict Outstanding rice Exercisable rice
1.05 100,000 8.9 1.05 100,000 1.05
5.18 560,000 9.8 5.18 560,000 5.18
Total 660,000 9.7 4.55 660,000 $4.55

Currently Outstanding Options to Purchase Commoro&k
« No options were forfeited during the period froroseption to December 31, 20
« The company recorded compensation expense relatitse options of $38,575 for the period from jiicen through December
2006 and $2,366,417 for the year ended Decembe&QBI,. There is no further compensation expendentitidhe recognized in futu
years, relating to all options that have been ghrds of December 31, 2007, since the entire falmevcompensation has b
recognized during 2006 and 20t

Note 7. Income Taxes

The following is a reconciliation of the reporteti@unt of income tax expense (benefit) for the miriended December 31, 2007 and 2006 to
the amount of income tax expenses that would résuit applying the statutory rate to pretax income.

2007 2006

Loss Before Income Taxt $ (4,305,29) $ (76,107
Federal Statutory Ra X 34% X 25%
Taxes (Benefit) computed at Federal Statutory | (1,460,000 (29,027
State Taxes (Benefit), Net of Federal Ta - -
Effects of:
Other (12,34) 11,36¢
Increase in Valuation Allowanc 1,472,34 7,65¢

Reported Provision (Benefit) $ - $ -
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At December 31, 2007, the Company has a net opgrhass carryforward for Federal income tax purpase$1,950,000 which
expires in varying amounts during the tax years62@2d 2027.

The components of the Company’s deferred tax agset as follows:

December 31

2007 2006
Net Operating Loss (NOL) Carryov $ 665,00 $ 7,65¢
Share Based Compensati 815,00( -
Total Deferred Tax Asse 1,480,001 7,65¢
Less: Valuation Allowanc (1,480,000 (7,659
Net Deferred Tax Asset $ - $ -

In June 2006, the FASB issued Interpretation Ng:Aounting for Uncertainty in Income Taxes, amdelrpretation of FASB
Statement No. 109” (FIN 48). We adopted FIN 48anuary 1, 2007. Under FIN 48, tax benefits ategrized only for tax positions that are
more likely than not to be sustained upon examimably tax authorities. The amount recognized iasueed as the largest amount of benefit
that is greater than 50 percent likely to be realiapon ultimate settlement. Unrecognized tax fitsrere tax benefits claimed in our tax
returns that do not meet these recognition and uneasent standards.

Upon the adoption of FIN 48, we had no liabilittes unrecognized tax benefits and, as such, thetatohad no impact on our
financial statements, and we have recorded noiaddltinterest or penalties. The adoption of FBNd4d not impact our effective tax rates.

Our policy is to recognize potential interest ardglties accrued related to unrecognized tax ktsneitihin income tax expense. For
the year ended December 31, 2007, we did not rezegmy interest or penalties in our Statementpdr@tions, nor did we have any interes
penalties accrued in our Balance Sheet at Dece®Ih&007 relating to unrecognized benefits.

The tax year 2006 remains open to examinationgdefal income tax purposes and by the other mayang jurisdictions to which w
are subject.

Note 8. Operating Leases

Vehicles

The Company leases two vehicles under noncancaipeleating leases. Total rent expense under tieeagents was approximately $22,000
for the year ended December 31, 2007.

Minimum future lease payments under these vehézsds are as follows:

Year Ending
December 3: Amount
2008 $ 26,00(
2009 26,00(
2010 15,00(
Total $ 67,00(
Building

Effective February 2008, the Company entered intogerating lease agreement to lease 3,044 srtreffoffice space. The lease requires
initial gross monthly lease payments of $11,416e mMonthly payments increase by 4% on each anamedate. The lease expires in
December 2012.

The Company was required to prepay $68,490, teedirx months rent. Minimum future lease paymemider the building lease are as
follows:

Year Endinc

December 3: Amount
2008 $ 136,98
2009 $ 142,45¢

2010 $ 148,15!



2011 $ 154,08
2012 $ 160,23t
Total 741,91
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Prior to this lease the Company was paying $1,268 month-to- month lease.

Note 9. Quarterly Results of Operations (UNAUDITED)
Quarterly data for the year end December 31, 20@#lze period from inception (October 5, 2006) ecBmber 31. 2006 is as follows:

Quarter Ende:

September December
March 31 June 30 30, 31,

2007:

Revenue $ - % - $ - $ -
Expense: 297,71¢ 894,72 309,48 3,011,26:
Income from Operatior (297,719 (894,72() (309,48) (3,011,26)
Other Income 10,13: 13,66( 42,18¢ 141,91:
Income Tax Expens - - - -
Net Loss (287,58¢) (881,06() (267,29)) (2,869,34)
Net Loss Per Common She- Basic and Dilutet (0.0 (0.09) (0.0 (0.19)
2006:

Revenue $ - $ - $ - $ -
Expense: - - - 76,37¢
Income from Operation - - - (76,379
Other Income - - - 267
Income Tax Expens - - - -
Net Loss - - - (76,107
Net Loss Per Common She- Basic and Dilutet - - - (0.009)

* The second quarter 2007 financial statements wdjested, from what was reported, as the compasginded stock it had previously issued
to Ibis Consulting Group, LLC.

NOTE 10. Subsequent Event:

On January 2, 2008, the Company issued 7,500 sbfrestricted common stock to Roepke Communicatiarconnection with a consulting
agreement. The shares were issued pursuant &xémeption from registration provided in Section)4gPthe Securities Act of 1933, as
amended.

On January 7, 2008, the Company issued an aggrefatey 548 shares of restricted common stock tdPM@ which 132,500 shares were
issued as partial consideration for our acquisitibleases covering approximately 4,197 net minaca¢s in Mountrail County, North Dakota
pursuant to an agreement dated October 24, 20@tharremaining 15, 048 shares were issued aspeotisideration for our acquisition of
leases covering approximately 4,650 net minerastr Mountrail County, North Dakota pursuant tcagneement dated September 12,
2007. The shares were issued pursuant to the gixenipm registration provided in Section 4(2)thé Securities Act of 1933, as
amended. The principals of MOP are Mr. Steven Ragd Mr. Tom Ryan, both are uncles our Chief ExgelOfficer, Michael Reger.

On March 14, 2008, the Company issued 20,000 slodrestricted common stock to James Sankovitoimection with the initiation of his
employment as an in-house legal counsel. The shegee issued pursuant to the exemption from megish provided in Section 4(2) of the
Securities Act of 1933, as amended, and are sulgjeesting following Mr. Sankovitz's employment #operiod of time or upon the
occurrence of certain events specified in his egmknt agreement.

On March 18, 2008, the Company issued 30,000 slodrestricted common stock to MOP. The sharegwssued as partial consideration for
our acquisition of leases covering approximate§00,net mineral acres in Mountrail County, NorttkBi@ pursuant to an agreement dated
January 18, 2008. The shares were issued pursutrg exemption from registration provided in 8sc#d(2) of the Securities Act of 1933, as
amended. The principals of MOP are Mr. Steven Ragd Mr. Tom Ryan, both are uncles of our Chieé&irive Officer, Michael Reger.
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INDEX TO EXHIBITS

Exhibit
Number Description Reference

2.1 Agreement and Plan of Merger, March 20, 2007, Incorporated by reference to Exhibit 2 to the Regi¥'s Current

exhibits Report on Form 8-K12G3 filed with the SecuritiecEange
Commission on March 22, 2007 (File No. -30955)

2.2 Written Action of the Board of Directors of Kent Incorporated by reference to Exhibit 2.2 to the iRtegn’s Registratior
Petroleum, Inc., constituting the plan and agreg¢roén Statement on Form SB-2 filed with the Securitiestiange
short-form merger with Northern Oil and Gas, IntatedCommission on June 11, 2007, as amended (File388-143648)
March 20, 200°

3.1 Articles of Incorporation of Northern Oil and Gésg.  Incorporated by reference to Exhibit 3.1 to the iRtegn’s Registratior

Statement on Form 10-SB filed with the Securiti®shange
Commission on July 6, 2000 (File No. (-30955)

3.2 Certificate of Amendment to the Articles of Incorptionincorporated by reference to Exhibit 3.3(i) to Begistrar's

of Northern Oil and Gas, Inc., dated March 27, 1984 Registration Statement on Form 10-SB filed with S®eurities
Exchange Commission on July 6, 2000 (File No. -30955)

3.3 Certificate of Amendment to the Articles of Incorptionincorporated by reference to Exhibit 3.3(i) to Begistrant’s

of Northern Oil and Gas, Inc., dated October 59199 Registration Statement on Form 10-SB filed with Seeurities
Exchange Commission on July 6, 2000 (File No. -30955)

3.4 Written Action of the Board of Directors of Kentex  Incorporated by reference to Exhibit 2.2 to the iRtegnt's Registration
Petroleum, Inc., authorizing name change to Nontl@it Statement on Form SB-2 filed with the Securitiesltange
and Gas, Inc., dated March 20, 2( Commission on June 11, 2007, as amended (File388-143648)

3.5 Amended and Restated Bylaws of Northern Oil and Gasorporated by reference to Exhibit 99.2 to thgiReant’s Current
Inc. Report on Form 8-K filed with the Securities ExcharCommission on

December 6, 2007)(File No. C-30955)

4.1 Specimen Stock Certificate of Northern Oil and Gas, Incorporated by reference to Exhibit 4.1 to the iRtegn’s Registratior
Statement on Form SB-2 filed with the Securitiestiange
Commission on June 11, 2007, as amended (File38€-143648)

10.1 Montana Lease Acquisition Agreement with Montanbincorporated by reference to Exhibit 10.1 to thgiRean’s Current
Properties, dated October 5, 2007 Report on Form 8-K12G3 filed with the SecuritiecEange

Commission on March 22, 2007 (File No. -30955)

10.2 North Dakota Lease Acquisition Agreement w Incorporated by reference to Exhibit 10.2 to thgiBtean’s Curren

Southfork Exploration, LLC, dated November 15, 200@eport on Form 8-K12G3 filed with the Securitieckange
Commission on March 22, 2007 (File No. -30955)

10.3 Northern Oil and Gas, Inc. Incentive Stock Optitlan Incorporated by reference to Exhibit 10.3 to thgiRean’s Current

adopted November 3, 2006 Report on Form 8-K12G3 filed with the Securitieckange
Commission on March 22, 2007 (File No. -30955)
10.4 Form of Nonqualified Stock Option Agreement Undalncorporated by reference to Exhibit 10.4 to thgiR@ant’s Current

Northern Oil and Gas, Inc. Incentive Stock Optitlan Report on Form 8-K12G3 filed with the SecuritiexBange
Commission on March 22, 2007 (File No. -30955)
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Exhibit Description Reference
Number

10.5 Form of Convertible Promissory Note between Compiaicprporated by reference to Exhibit 10.5 to thgiReant's Current
and Messrs. Reger, Gilbertson and Polinsky Report on Form 8-K12G3 filed with the Securitieckange
Commission on March 22, 2007 (File No. -30955)
10.6 Form of Principal Shareholders Agreement, includingincorporated by reference to Exhibit 10.6 to thgiR@ant’s Current
Exhibits Report on Form 8-K12G3 filed with the SecuritiecEange
Commission on March 22, 2007 (File No. -30955)
10.7 Form of Subscription Agreeme Incorporated by reference to Exhibit 10.1 to thgiBtean’s Current

Report on Form 8-K filed with the Securities ExcgarCommission on
September 14, 2007 (File No. (-30955)

10.8 Form of Warran Incorporated by reference to Exhibit 10.2 to thgiBtean’s Curren
Report on Form 8-K filed with the Securities ExcharCommission on
September 14, 2007 (File No. (-30955)

10.9 Form of Registration Rights Agreeme Incorporated by reference to Exhibit 10.3 to thgiBtean’s Current
Report on Form 8-K filed with the Securities ExcharCommission on
September 14, 2007 (File No. (-30955)

10.10 Placement Agency Agreement Incorporated by reference to Exhibit 10.4 to thgiBant’s Current
Report on Form 8-K filed with the Securities ExcgarCommission on
September 14, 2007 (File No. (-30955)

10.11 Form of Lock-Up/Leak-Out Agreement Incorporated by reference to Exhibit 10.5 to thgiBeant’'s Current
Report on Form 8-K filed with the Securities ExcharCommission on
September 14, 2007 (File No. (-30955)

10.12 Letter Agreement between the Company and Gallatinncorporated by reference to Exhibit 10.7 to thgiReant's
Resources, LLC, dated June 25, 2007 Registration Statement on Form 2BHed with the Securities Exchar
Commission on October 10, 2007 (File No. -146596)
10.13 Letter Agreement between the Company and Montarlacorporated by reference to Exhibit 10.8 to thgiReant’s

Oil & Gas Properties, LLC, dated August 13, 2007 Registration Statement on Form 8BiHed with the Securities Exchar
Commission on October 10, 2007 (File No. -146596)

10.14 Employment Agreement by and between Northerr  Incorporated by reference to Exhibit 10.1 to thgiR®an’s Current
and Gas, Inc. and Michael L. Reger, dated Janugry 1Report on Form 8-K filed with the Securities ExcgarCommission on
2008 January 22, 2008 (File No. 000-30955)

10.15 Employment Agreement by and between Northern Olhcorporated by reference to Exhibit 10.2 to thgiReant's Current
and Gas, Inc. and Ryan R. Gilbertson, dated Jarii@ryReport on Form 8-K filed with the Securities ExcgarCommission on
2008 January 22, 2008 (File No. 000-30955)

10.16 Irrevocable Proxy Provided by Joseph A. Gerac Incorporated by reference to Exhibit 10.1 to thgiBtean’s Curren

Kimerlie Geraci Lantern Advisers, LLC, Isles Capita Report on Form 8-K filed with the Securities ExcharCommission on
LLC and Mill City Ventures, LP, dated February 21, March 19, 2008 (File No. 000-30955)

2008
14.1 Code of Business Conduct and Ethics, effectivefas olncorporated by reference to Exhibit 99.3 to thgiReant’'s Current
November 30, 200 Report on Form 8-K filed with the Securities ExcharCommission on
December 6, 2007 (File No. (-30955)
23.1 Consent of Independent Registered Public Accour  Filed herewitt

Firm Mantyla McReynolds LL(
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Exhibit Description Reference
Number
31.1 Certification of the Chief Executive Officer purstdo Filed herewitt
Rule 13a-14(a) or 15d-14(a) under the Securities
Exchange Act of 1934, as adopted pursuant to Sectio
302 of the Sarban-Oxley Act of 2002
31.2 Certification of the Chief Financial Officer pursudo Filed herewitt
Rule 13a-14(a) or 15d-14(a) under the Securities
Exchange Act of 1934, as adopted pursuant to Sectio
302 of the Sarban-Oxley Act of 2002
32.1 Certification of the Chief Executive Officer andi€h Filed herewith

Financial Officer pursuant to 18 U.S.C. Section(,3%s
adopted pursuant to Section 906 of the SarbanesyOx|
Act of 2002
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EXHIBIT 23.1

MANTYLA MCREYNOLDS LLC
5872 South 900 East, Suite 250
Salt Lake City, Utah 84121
Telephone: 801.269.1818
Facsimile: 801.266.3481

The Board of Directors
Northern Qil and Gas, Inc

We hereby consent to the incorporation by referendeegistration Statement No. 333-148333 on ForBrehd Registration Statement N
333-146596 and 333-143648 on Form SB-2 of Nortl@trand Gas, Inc. (the “Companydf our report dated March 24, 2008, with respe
the consolidated balance sheets of Northern Oil@Gas, Inc. (formerly Kentex Petroleum, Inc.), apleration stage company, as of Decern
31, 2006 and December 31, 2007, and the relatesblidated statements of operations, stockholdgtstyeand cash flows for the period fr
inception on October 5, 2006, through December ZI)7 and the fiscal year ended December 31, 20Giichwreport appears in t
December 31, 2007 annual report on Form 10-K otidon Oil and Gas, Inc.

/s Mantyla McReynolds LL

Salt Lake City, Utah
March 31, 2008




EXHIBIT 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

[, Michael L. Reger, Chief Executive Officer of Nbern Oil and Gas, Inc., certify that:

1. | have reviewed this annual report on Forr-K of Northern Oil and Gas, Inc. for the year en@etember 31, 200°

2. Based on my knowledge, this report does not comaynuntrue statement of a material fact or om#itéde a material fact necessary to
make the statements made, in light of the circuntgts under which such statements were made, ntetamlisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statementsofimer financial information included in this refpdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4. The registrant's other certifying officer(s) anaré responsible for establishing and maintainirsgldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act Rules
13e-15(f) and 15-15(f)) for the registrant and hav

a)

b)

<)

d)

Designed such disclosure controls and proceduresused such disclosure controls and procedures ¢tesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

Designed such internal control over financial réjpgr, or caused such internal control over finah@gorting to be designed
under our supervision, to provide reasonable assargegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atanoce with generally accepted accounting princijj

Evaluated the effectiveness of the registrantslassire controls and procedures and presentedsimethort our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

Disclosed in this report any change in the regid’s internal control over financial reporting thatormed during the registre's
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) titas materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; a

5. The registrant's other certifying officer(s) antalve disclosed, based on our most recent evaluatimrernal control over financii
reporting, to the registrant's auditors and thetaumnmittee of registrant's board of directorsgersons performing the equivalent
functions):

a)

All significant deficiencies and material weaknésthe design or operation of internal control ofieancial reporting which are
reasonably likely to adversely affect the regidteaability to record, process, summarize and itefieincial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant
internal control over financial reportin
Dated: March 31, 200 By: /s/Michael L. Rege

Michael L. Reger
Chief Executive Office




EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Ryan R. Gilbertson, Chief Financial Officer obihern Oil and Gas, Inc., certify that:

1. | have reviewed this annual report on Forr-K of Northern Oil and Gas, Inc. for the year en@etember 31, 200°

2. Based on my knowledge, this report does not comaynuntrue statement of a material fact or om#itéde a material fact necessary to
make the statements made, in light of the circuntgts under which such statements were made, ntetamlisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statementsofimer financial information included in this refpdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4. The registrant's other certifying officer(s) anaré responsible for establishing and maintainirsgldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act Rules
13e-15(f) and 15-15(f)) for the registrant and hav

a)

b)

<)

d)

Designed such disclosure controls and proceduresused such disclosure controls and procedures ¢tesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

Designed such internal control over financial réjpgr, or caused such internal control over finah@gorting to be designed
under our supervision, to provide reasonable assargegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atanoce with generally accepted accounting princijj

Evaluated the effectiveness of the registrantslassire controls and procedures and presentedsimethort our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

Disclosed in this report any change in the regid’s internal control over financial reporting thatormed during the registre's
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) titas materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; a

5. The registrant's other certifying officer(s) antalve disclosed, based on our most recent evaluatimrernal control over financii
reporting, to the registrant's auditors and thetaumnmittee of registrant's board of directorsgersons performing the equivalent
functions):

a)

All significant deficiencies and material weaknésthe design or operation of internal control ofieancial reporting which are
reasonably likely to adversely affect the regidteaability to record, process, summarize and itefieincial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant
internal control over financial reportin
Dated: March 31, 200 By: /s/ Ryan R. Gilbertso

Ryan R. Gilbertson
Chief Financial Office




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Northerrd &id Gas, Inc., (the “Company”) on Form K(for the period ended Decem
31, 2007, as filed with the United States Secwiied Exchange Commission on the date hereof,“Rbport”), each of the undersign
officers of the Company hereby certifies, pursuarnt8 U.S.C. Section 1350, as adopted pursuanettidh 906 of the Sarban&xley Act o
2002, that to the best of his knowledge:

1) The Report fully complies with the requirementseétion 13(a) or 15(d) of the Securities Exchangeoh 1934; anc
2 The information contained in the Report fairly grets, in all material respects, the financial ctadiand results of operations

the Company

Date: March 31, 200¢ By: /s/ Michael L. Rege

Michael L. Reger
Chief Executive Officer and Directt

Date: March 31, 200¢ By: /s/ Ryan R. Gilbertso

Ryan R. Gilbertson
Chief Financial Officer and Directt

A signed original of this written statement reqditey Section 906 of the Sarbanes-Oxley Act of 2882 been provided to the
Company and will be retained by the Company andished to the Securities and Exchange Commissidts etaff upon request.







