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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STA TEMENTS

We are including the following discussion to infoour existing and potential security holders gelhef some of the risks and uncertainties
can affect our company and to take advantage dftife harbor” protection for forward-looking statents that applicable federal securities law aford

From time to time, our management or persons acingur behalf may make forwaloeking statements to inform existing and potergiaturity
holders about our company. All statements othen tftatements of historical facts included in tkisort regarding our financial position, businesategy
plans and objectives of management for future dipers, industry conditions, and indebtedness caveoampliance are forward-looking




statements. When used in this report, forwardilugpktatements are generally accompanied by termbrases such as “estimate,” “project,” “predict,”
“believe,” “expect,” “anticipate,” “target,” “plafi,‘intend,” “seek,” “goal,” “will,” “should,” “may” or other words and similar expressions that corliey
uncertainty of future events or outcomes. Itemg@mplating or making assumptions about, actupbtential future sales, market size, collaboratiamsl
trends or operating results also constitute suchead-looking statements.

Forward-looking statements involve inherent riskgl ancertainties, and important factors (many ofctvtare beyond our compaisytontrol) the
could cause actual results to differ materiallynfrthose set forth in the forwatdeking statements, including the following: gealezconomic or indust
conditions, nationally and/or in the communitiesaihich our company conducts business, changeseiithrest rate environment, legislation or regury
requirements, conditions of the securities markets, ability to raise capital, changes in accountminciples, policies or guidelines, financial molitical
instability, acts of war or terrorism, other econoncompetitive, governmental, regulatory and techinfactors affecting our comparsybperations, produc
services and prices.

We have based these forwdomking statements on our current expectationsemstimptions about future events. While our managegonside!
these expectations and assumptions to be reasotladyeare inherently subject to significant busseeconomic, competitive, regulatory and otheksi
contingencies and uncertainties, most of whichdiffecult to predict and many of which are beyonar @ontrol. Accordingly, results actually achievedy
differ materially from expected results in thesatenents. Forwarboking statements speak only as of the date theynsade. You should consii
carefully the statements in “ltem 1A. Risk Factaasd other sections of this report, which descrédmdrs that could cause our actual results to rdiften
those set forth in the forward-looking statemer@®sir company does not undertake, and specificadiglaims, any obligation to update any forwéwdking
statements to reflect events or circumstances doguafter the date of such statements.

Readers are urged not to place undue reliance ese tforwardeoking statements, which speak only as of the datihis report. We assume
obligation to update any forwatdeking statements in order to reflect any eventimumstance that may arise after the date ofrépsrt, other than as
be required by applicable law or regulation. Res@gee urged to carefully review and consider #uéous disclosures made by us in our reports filgd the
United States Securities and Exchange Commisdien“8EC”)which attempt to advise interested parties of thlessrand factors that may affect our busir
financial condition, results of operation and célslwvs. If one or more of these risks or unceriemtmaterialize, or if the underlying assumptiomsvg
incorrect, our actual results may vary materialni those expected or projected.
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NORTHERN OIL AND GAS, INC.
2009 ANNUAL REPORT ON FORM 10-K

PART I

Item 1. Business
Overview

Our company took its present form on March 20, 200f@en Northern Oil and Gas, Inc. (“Northerng, Nevada corporation engaged in
company’s current business, merged with and intcsabsidiary, with Northern remaining as the sungvcorporation (the “Merger”)Northern then merge
into us, and we were the surviving corporation. ¥é&n changed our name to Northern Oil and Gas, Axca result of the Merger, Northern was deeno
be the acquiring company for financial reportinggmses and the transaction has been accounted foreverse merger. The financial statements e
in our company’s December 31, 2006, Form KIEB report were the historical financial statemenfs Kentex Petroleum, Inc., the predece
company. Additional material terms of the Mergee aetailed in our company’s Current Report on F@&i filed with the SEC on December .
2006. Following the Merger, our main business $okas been directed to oil and gas explorationdavwelopment. Unless specifically stated otherwdse
primary operations are now those formerly operatetllorthern as well as other business activitiesesMarch 2007.

On March 17, 2008 our company received an appret@r to begin trading on the American Stock Exgea(the “AMEX”). Our common stoc
commenced trading on the AMEX on March 26, 2008eurtle symbol “NOG."Our common stock commenced trading on the floathefNYSE on th
NYSE Amex Equities Market platform upon completmiiNYSE Euroney's acquisition of the American Stock Exchange.

Business

We are a growttoriented independent energy company engaged iadfeisition, exploration, exploitation and devel@wnof oil and natural g
properties, and have focused our activities prilpam projects based in the Rocky Mountain Regibthe United States, specifically the Bakken andet
Forks/Sanish formations within the Williston BasMle believe that we are able to create value wategjic acreage acquisitions and convert thateval
portion thereof into production by utilizing expemced industry partners specializing in the speaifeas of interest. We have targeted specifisgacts an
began drilling for oil in the Williston Basin regian the fourth fiscal quarter of 2007. As of Mart, 2010, we owned working interests in 188 susfcd
discoveries, consisting of 185 targeting the Bakkbree Forks formation and three targeting a RegRstructure.

As an exploration company, our business stratety identify and exploit repeatable and scalabs®uece plays that can be quickly developed a
low costs. We also intend to take advantage ofeapertise in aggressive land acquisition to puesysoration and development projects as a operating
working interest partner, participating in drillimgtivities primarily on a headsp basis proportionate to our working interest.r Gusiness does not dep
upon any intellectual property, licenses or oth@ppetary property unique to our company, butdast revolves around our ability to acquire mineigtts
and participate in drilling activities by virtue ofir ownership of such rights and through the ietahips we have developed with our operating gastn Wi
believe our competitive advantage lies in our gbith acquire property, specifically in the Willist Basin, in a nimble and efficient fashion.

We are focused on maintaining a low overhead stractWe believe we are in a position to most &ffity exploit and identify high production
and gas properties due to our unique oparator model through which we are able to difesir risk and participate in the evolution ofheclogy by th
collective expertise of those operators with whighpartner. We intend to continue to carefullygmerthe acquisition of properties that fit our peof




Reserves

We completed our initial reservoir engineering addtons in the first fiscal quarter of 2008 andawetly completed our most current reser
engineering calculation as of December 31, 2000yearend, we had completed drilling on approximately 18%6ur Bakken prospective acreage inver
assuming 64@&cre spacing units. The value of our reserveslsutated by determining the present value of exttioh future revenues to be generated
the production of our proved reserves, net of exttioh lease operating expenses, production taxefufaund development costs. All of our proved ressrar
located in North Dakota and Montana.

The tables below summarize our estimated proveerves as of December 31, 2009 based upon repapsn@d by Ryder Scott Company,
(“Ryder Scott”), an independent reservoir enginggfirm. Ryder Scott is one of the largest resgrevaluation consulting firms and evaluates oil ane
properties and independently certifies petroleusemees quantities for various clients throughoetlhited States and internationally.

Ryder Scott prepared two separate reserve repaligig our proved reserves at December 31, 200 r&ports value only our proved reserves
do not value our probable reserves or our possiserves. Both tables account for straigtg-pricing of crude oil and natural gas at constaices over tt
expected life of our wells. Our “SEC Pricing Prdyeeservesivere calculated using oil and gas price parametgtesblished by current SEC guidelines
Financial Accounting Standard Board guidance. CBensitivity Case Proved Reserveseére calculated using higher assumed values fatecnil anc
natural gas selected at our discretion to betfégateour current expectations because the SEGngrigarameters are significantly lower than curmarke
prices and our average realized price per barf@eaember 31, 2009.

SEC Pricing Proved Reserve§)

Total Pre-Tax
Crude Oil Natural Gas (barrels of oil PV10% Value
(barrels) (cubic feet) equivalent) @ ©)
PDP Propertie® 1,647,03. 513,11: 1,732,551 $ 37,784,55
PDNP Propertie®) 600,68 214,12¢ 636,37! $ 12,795,23
PUD Propertie$®) 3,567,86. 1,033,68! 3,740,14. $ 37,232,70
Total Proved Properties: 5,815,57 1,760,92: 6,109,060 $ 87,812,49
Sensitivity Case Proved Reserved
Total Pre-Tax
Crude Oil Natural Gas (barrels of oil PV10% Value
(barrels) (cubic feet) equivalent) @ ©)
PDP Propertie® 1,730,72i 529,65 1,819,000 $ 54,303,78
PDNP Propertie®) 630,54 224,38: 667,93¢ $ 19,378,67
PUD Propertie$®) 7,447,78 3,508,211 8,032,48' $ 93,901,00
Total Proved Properties: 9,809,05. 4,262,25! 10,519,42 $ 167,583,45
@ The SEC Pricing Proved Reserves table above vall@sd gas reserve quantities and related diseoufutture net cash flows as of Decembel
2009 assuming a constant realized price of $53ebMarrel of crude oil and a constant realizedepat $3.93 per 1,000 cubic feet (Mcf) of nat

gas.
The Sensitivity Case Proved Reserves table abduewail and gas reserve quantities and relatembdiged future net cash flows as of Decembe
2009 assuming a constant realized price of $71eB2arrel of crude oil and a constant realizedepdt $5.07 per 1,000 cubic feet (Mcf) of nat
gas, which prices are consistent with prior SECipg methodology.

The Sensitivity Case Proved Reserves table isdetio illustrate reserve sensitivities to the cadity prices. These sensitivity prices were sele
because they are consistent with the prior SEC adelbgy utilizing year-end pricing. The “SensitiviCase Proved Reserveshould not b
confused with “SEC Pricing Proved Reservas”outlined above and does not comply with SEGngiassumptions, but does comply with all o

definitions.
The values presented in both tables above weralatéd by Ryder Scot

@ Barrels of oil equivalentBOE”) are computed based on a conversion ratio of one 80&ach barrel of crude oil and one BOE for ev&800 cubi
feet (i.e., 6 Mcf) of natural ga

@ Pre-tax PV10% may be considered a -GAAP financial measure as defined by the SEC antgtisved from the standardized measure of disca

future net cash flows, which is the most directynparable standardized financial measure. t&tePV10% is computed on the same basis ¢
standardized measure of discounted future net ftass but without deducting future income taxese Welieve Preax PV10% is a useful meas
for investors for evaluating the relative monetsignificance of our oil and natural gas properti@ge further believe investors may utilize our Rae-
PV10% as a basis for comparison of the relative sizd value of our reserves to other companiesuBecaany factors that are unique to «
individual company impact the amount of future immtaxes to be paid. Our management uses thisuneeaken assessing the potential retur
investment related to our oil and gas propertied aoquisitions. However, Ptax PV10% is not a substitute for the standardimeghsure ¢
discounted future net cash flows. Our Bre-PV10% and the standardized measure of discodntere net cash flows do not purport to preske
fair value of our oil and natural gas resen

@ “PDF” consists of our proved developed producing rese
®) “PDNF” consists of our proved developed nonproducing veselawaiting completiol
©) “PUD" consists of our proved undeveloped reserves presared net of development co






Our December 31, 2009 reserve report includes aesament of proven undeveloped locations, whiclkudies approximately 93% of ¢
undeveloped acreage. Our current North DakotaMwmitana acreage position will allow us to drill apgmately 162 net wells based on 6d€re spacin
units with production from a single prospect. W820-acre spacing units we have the ability to drilbtal of approximately 578 net wells, including 2&&
wells targeting the Bakken formation, 255 net wadlgeting the Three Forks formation and 68 netsitalgeting the Red River formation.

The tables above assume prices and costs discousitegl an annual discount rate of 10% without fitescalation, without giving effect to non-
property related expenses such as general and isthatiive expenses, debt service and depreciafigpietion and amortization, or federal income taxBse
“Pre-tax PV10%" values of our proved reserves preskin the foregoing tables may be consideredna@®AP financial measure as defined by the SEC.
The following table reconciles the Pre-tax PV10%eaf our SEC Pricing Proved Reserves to the staized measure of discounted future net cash flows

SEC Pricing Proved Reserve
Standardized Measure Reconciliation

Pre-tax Present Value of estimated future net reve(Re-tax PV10%) $ 87,812,49
Future income taxes, discounted at 10% (20,005,93)
Standardized measure of discounted future netfaash $ 67,806,56

The following table reconciles the Pre-tax PV10%ugaf our Sensitivity Case Proved Reserves tstaedardized measure of discounted future net cash
flows.

Sensitivity Case Proved Reserve
Standardized Measure Reconciliation

Pre-tax Present Value of estimated future net reve(Re-tax PV10%) $ 167,583,45
Future income taxes, discounted at 10% (50,995,50)
Standardized measure of discounted future netftash $ 116,587,95

Uncertainties are inherent in estimating quantitéproved reserves, including many risk factorgdoe our control. Reserve engineering
subjective process of estimating subsurface acationk of oil and natural gas that cannot be mealsur an exact manner. As a result, estimatesafeg
reserves may vary depending upon the engineemgathie reserves. Further, our actual realizedegdc our crude oil and natural gas is not likelyaterag
the pricing parameters used to calculate our praesérves. As such, the oil and natural gas diegstand the value of those commodities ultim:
recovered from our properties will vary from reseastimates.

Additional discussion of our proved reserves isfeeth under the heading “Supplemental Oil and Gdsrmation” to our financial statemer
included later in this report.

Recent Developments

During 2009, we continued to focus our operationgoquiring leaseholds and drilling exploratory aeyelopmental wells in the Rocky Mount
Region of the United States, specifically the Wibh Basin. We acquired an aggregate of 20,31@iadal net mineral acres during 2009, primaril
Mountrail and Dunn Counties of North Dakota bubals Burke, Divide, McKenzie, Williams and otherurdies of North Dakota. As of December 31, 2
we had participated in the completion of 179 gneefls with a 100% success rate in the Bakken armée Rorks formations. As of December 31, 2009
principal assets included approximately 104,000awees located in the Williston Basin region of ti@thern United States and approximately 10,0Q
acres located in Yates County, New York, as maltg élescribed under the heading “Properties — LlealseProperties” in Item 2 of this report.

During 2009, we continued to acquire interests iln gas and mineral leases with the intention afréasing our acreage positions in de:
prospects. A complete discussion of our significacquisitions during the past fiscal year is ideld under the heading "PropertiesRecent Acreag
Acquisitions" in Item 2 of this report.

Production Methods

We primarily engage in oil and gas exploration angduction by participating on a “heads-up” basangside thirdparty interests in wells drille
and completed in spacing units that include oueage. We typically depend on drilling partnergrtopose, permit and initiate the drilling of wellBrior tc
commencing drilling, our partners are required tovjule all owners of oil, gas and mineral interestthin the designated spacing unit the opportutd
participate in the drilling costs and revenueshefvell to the extent of their pmata share of such interest within the spacing unit2009, we participated
the drilling of all new wells that included any @fir acreage. We will assess each drilling oppdstion a case-bygase basis going forward and participa
wells that we expect to meet our return threshbllsed upon our estimates of ultimate recoverablenci gas, expertise of the operator and completst
cost from each project, as well as other factéyisthe present time we expect to participate purst@m our working interest in substantially all,niét all, o
the wells proposed to us.

We do not manage our commodities marketing aatwititernally, but our operating partners genenalfyrket and sell oil and natural gas prodi
from wells in which we have an interest. Our ofiagapartners coordinate the transportation of @tiproduction from our wells to appropriate pipeli
pursuant to arrangements that such partners négatia maintain with various parties purchasingpiteeluction. We understand that our partners gl
sell our production to a variety of purchasersravpiling market prices under separately




negotiated shotterm contracts. The price at which productionoilsl generally is tied to the spot market for crode Williston Basin Light Sweet Cru
from the Bakken source rock is generally42LAPI oil and is readily accepted into the pipelinfrastructure. The weighted average differéméported t
us by our producers during the second half of 2089 $8.57 per barrel below New York Mercantile Exutpe (NYMEX) pricing. This differential represe
the imbedded transportation costs in moving théroih wellhead to refinery.

Competition

The oil and natural gas industry is intensely cotitipe, and we compete with numerous other oil agab exploration and product
companies. Some of these companies have subfifagti&ater resources than we have. Not only @y #ixplore for and produce oil and natural gas alac
many carry on midstream and refining operationsraacket petroleum and other products on a regiaraipnal or worldwide basis. The operations et
companies may be able to pay more for exploratoogpects and productive oil and natural gas pr@serfThey may also have more resources to d
evaluate, bid for and purchase a greater numbgyopferties and prospects than our financial or ureaources permit.

Our larger or integrated competitors may have #smurces to be better able to absorb the burdenisting, and any changes to federal, state
local laws and regulations more easily than we gdnch would adversely affect our competitive pasit Our ability to discover reserves and acc
additional properties in the future will be depemidepon our ability and resources to evaluate @hecs suitable properties and to consummate tréinsadr
this highly competitive environment. In additiowe may be at a disadvantage in producing oil artdralgas properties and bidding for explora
prospects, because we have fewer financial and mues®urces than other companies in our indusShould a larger and better financed company de¢o
directly compete with us, and be successful iefitsrts, our business could be adversely affected.

Marketing and Customers

The market for oil and natural gas that we will gwoe depends on factors beyond our control, inofudihe extent of domestic production
imports of oil and natural gas, the proximity arapacity of natural gas pipelines and other trartaion facilities, demand for oil and natural gt
marketing of competitive fuels and the effects taftes and federal regulation. The oil and gas itrgiuEso competes with other industries in supgyihe
energy and fuel requirements of industrial, comna¢end individual consumers.

Our oil production is expected to be sold at prited to the spot oil markets. Our natural gasdpotion is expected to be sold under shertr
contracts and priced based on first of the monttexnprices or on daily spot market prices. We m@lyour operating partners to market and sel
production. Our operating partners involve a \grad exploration and production companies, frongéapublicly-traded companies to small, privatelynec
companies. We do not believe the loss of any eingkrator would have a material adverse effecusrcompany as a whole.

Principal Agreements Affecting Our Ordinary Business

We do not own any physical real estate, but, imstear acreage is comprised of leasehold inteissdifect to the terms and provisions of I
agreements that provide our company the right iib attd maintain wells in specific geographic ared@dl lease arrangements that comprise our ac
positions are established using indusityndard terms that have been established andrusieel oil and gas industry for many years. Sommeuo leases mz
be acquired from other parties that obtained tigiral leasehold interest prior to our acquisitafrthe leasehold interest.

In general, our lease agreements stipulate five iggms. Bonuses and royalty rates are negotiated case-bygase basis consistent with indu
standard pricing. Once a well is drilled and prithn established, the well is considered “heldpbyduction,”meaning the lease continues as long as
being produced. Other locations within the drdlinnit created for a well may also be drilled ay #ime with no time limit as long as the lease &dhby
production. Given the current pace of drillingte Bakken play at this time, we do not believesdéeaxpiration issues will materially affect our Nobakot:
position.




Governmental Regulation and Environmental Matters
Our operations are subject to various rules, reéguis and limitations impacting the oil and natugas exploration and production industry as whole.
Regulation of Oil and Natural Gas Producti

Our oil and natural gas exploration, production egldted operations, when developed, are subjesttensive rules and regulations promulgate
federal, state, tribal and local authorities andrmies. For example, North Dakota and Montanaireqermits for drilling operations, drilling bondsc
reports concerning operations and impose otherinegents relating to the exploration and producidroil and natural gas. Such states may also
statutes or regulations addressing conservatiotersatncluding provisions for the unitization argting of oil and natural gas properties, the dihiment o
maximum rates of production from wells, and theutation of spacing, plugging and abandonment ohswuells. Failure to comply with any such rules
regulations can result in substantial penaltielse fiegulatory burden on the oil and gas industifymast likely increase our cost of doing businassl ma:
affect our profitability. Although we believe weaeacurrently in substantial compliance with all bggble laws and regulations, because such ruld
regulations are frequently amended or reinterpretedare unable to predict the future cost or impacomplying with such laws. Significant expetodés
may be required to comply with governmental lawd eegulations and may have a material adversetaffeour financial condition and results of operas.

Environmental Matter

Our operations and properties are subject to extersd changing federal, state and local lawsragdlations relating to environmental protect
including the generation, storage, handling, emissiransportation and discharge of materials theoenvironment, and relating to safety and healie
recent trend in environmental legislation and ratioh generally is toward stricter standards, dmsl trend will likely continue. These laws and ukagions
may:

= require the acquisition of a permit or other auittation before construction or drilling commencaes #or certain other activitie:
= limit or prohibit construction, drilling and othactivities on certain lands lying within wildernesmsd other protected areas; ¢
= impose substantial liabilities for pollution resndf from its operations

The permits required for our operations may beexilip revocation, modification and renewal by iisgwauthorities. Governmental authorities t
the power to enforce their regulations, and violadi are subject to fines or injunctions, or bdth.the opinion of management, we are in subste
compliance with current applicable environmentaldaand regulations, and have no material commitsnfamt capital expenditures to comply with exis
environmental requirements. Nevertheless, chaimgesisting environmental laws and regulationsromterpretations thereof could have a signifiaengac
on our company, as well as the oil and naturaig@dstry in general.

The Comprehensive Environmental, Response, Comgi@nsand Liability Act (“CERCLA")and comparable state statutes impose strict, §oit
several liability on owners and operators of sited on persons who disposed of or arranged fodiiposal of “hazardous substancésind at such sites.
is not uncommon for the neighboring landowners attter third parties to file claims for personaluinyj and property damage allegedly caused b
hazardous substances released into the environfietFederal Resource Conservation and Recovery*RERA”) and comparable state statutes go
the disposal of “solid waste” and “hazardous wasted authorize the imposition of substantial fined @enalties for noncompliance. Although CER(
currently excludes petroleum from its definition ‘hfazardous substance,” state laws affecting owratpns may impose cleap liability relating t
petroleum and petroleum related products. In amdiglthough RCRA classifies certain oil field wesas “non-hazardousstich exploration and product
wastes could be reclassified as hazardous wasteshthmaking such wastes subject to more stringamdling and disposal requirements.




The Endangered Species Act (“ESABeks to ensure that activities do not jeopardimaegered or threatened animal, fish and plantiepeco
destroy or modify the critical habitat of such spec Under ESA, exploration and production operetj as well as actions by federal agencies, m¢
significantly impair or jeopardize the speciestsrhiabitat. ESA provides for criminal penalties ¥allful violations of the Act. Other statutesathprovide
protection to animal and plant species and that apjy to our operations include, but are not nemely limited to, the Fish and Wildlife Coordinati Act,
the Fishery Conservation and Management Act, thgrafiory Bird Treaty Act and the National HistoriceBervation Act. Although we believe that
operations will be in substantial compliance witlc!s statutes, any change in these statutes oreatgssification of a species as endangered cobigciou
company to significant expenses to modify our ofi@na or could force our company to discontinugaiaroperations altogether.

Climate Change

Significant studies and research have been devotetimate change and global warming, and clim&@nge has developed into a major poli
issue in the United States and globally. Certaisearch suggests that greenhouse gas emissiongutento climate change and pose a threat t
environment. Recent scientific research and palitiebate has focused in part on carbon dioxidenagthane incidental to oil and natural gas expimm
and production. Many states and the federal gonem have enacted legislation directed at contiglireenhouse gas emissions, and future legislatic
regulation could impose additional restrictionsrequirements in connection with our drilling andguction activities and favor use of alternativergy
sources, which could increase operating costs antadd for oil products. As such, our businesscctal materially adversely affected by domestic
international legislation targeted at controllidgnate change.

Employees

We currently have eight full time employees. Owief Executive Officer—Michael Reger—and our Chiéfiancial Officer—Ryan Gilbertsonare
responsible for all material policy-making decisornThey are assisted in the implementation ofcoanpanys business by our Vice President of Opera
and our General Counsel. All employees have edtient® written employment agreements. As drillimgpduction activities continue to increase, we
hire additional technical or administrative perselnaes appropriate. We do not expect a significamainge in the number of full time employees overnbx
12 months, assuming our currengyejected drilling plan. We are using and will tone to use the services of independent conssli@amtl contractors
perform various professional services, particulanythe area of land services and reservoir engimge We believe that this use of thipdwty servic
providers enhances our ability to contain genendl@ministrative expenses.

Office Locations

Our executive offices are located at 315 Manitoh@mue, Suite 200, Wayzata, Minnesota 55391. Oficeo§pace consists of 3,044 square
leased pursuant to a fiwear office lease agreement that commenced in BEgb2008. We believe our current office spacauffident to meet our needs -
the foreseeable future.

Financial Information about Segments and Geographi@reas
We have not segregated our operations into geograpdas given the fact that all of our productativities occur within the Williston Basin.
Available Information — Reports to Security Holders

Our website address is www.northernoil.colVe make available on this Website under “InveRelations,”free of charge, our annual reports
Form 10-K (formerly Form 10-KSB), quarterly repoais Form 10-Q (formerly Form 10-QSB), current rep@n Form 8& and amendments to those rep
as soon as reasonably practicable after we elecalbnfile those materials with, or furnish thoseterials to, the SEC. These filings are alsolabls to th
public at the SEG Public Reference Room at 100 F Street, NE, Ro880,1Washington, DC 20549. The public may obtaforimation on the operation
the Public Reference Room by calling the SEC abQ-8EC0330. Electronic filings with the SEC are also ilalde on the SEC internet website

WWW.SEC.QOV.

We have also posted to our website our Audit CotemiCharter, Compensation Committee Charter, Namm&ommittee Charter and our Ci
of Business Conduct and Ethics, in addition tgahtinent company contact information.




Item 1A. Risk Factors

Risks Related to our Business

The possibility of a global financial crisis maygiificantly impact our business and financial contibin for the foreseeable future.

The credit crisis and related turmoil in the globiahncial system may adversely impact our busiraess our financial condition, and we may 1
challenges if conditions in the financial marketsribt improve. Our ability to access the capitarkets may be restricted at a time when we wollel oI
need, to raise financing, which could have a maltegative impact on our flexibility to react thamging economic and business conditions. Theaim
situation could have a material negative impacbperators upon whom we are dependent for drillimgveells, our lenders or customers, causing thefait
to meet their obligations to us. Additionally, ke conditions could have a material negative impat our crude oil hedging arrangements if
counterparties are unable to perform their oblayeti or seek bankruptcy protection. We believe aeehsufficient capital to fund our 2010 drill
program. However, additional capital would be ieegh in the event that we accelerate our drillimggpam or that crude oil prices decline substay
resulting in significantly lower revenues.

We may be unable to obtain additional capital tha¢ will require to implement our business plan, whicould restrict our ability to grow.

We expect that our cash position, unused credititta@nd revenues from oil and gas sales will hdfisient to fund our 2010 drillin
program. However, those funds may not be sufficierfund both our continuing operations and oampked growth. We may require additional capit
continue to grow our business via acquisitions beythe initial phase of our current properties éamdurther expand our exploration and developt
programs. We may be unable to obtain additiongitakif and when required.

Future acquisitions and future exploration, develept, production and marketing activities, as vasllour administrative requirements (suc
salaries, insurance expenses and general overkpadses, as well as legal compliance costs andiating expenses) will require a substantial ama
additional capital and cash flow.

We may pursue sources of additional capital througtious financing transactions or arrangementsuding joint venturing of projects, de
financing, equity financing or other means. We mat/be successful in identifying suitable finamctransactions in the time period required or latald we
may not obtain the capital we require by other rsedhwe do not succeed in raising additional tapiour resources may not be sufficient to fund
planned expansion of operations following 2010.

Any additional capital raised through the sale qufiiy may dilute the ownership percentage of oacldtolders. Raising any such capital could
result in a decrease in the fair market value afemuity securities because our assets would bedwy a larger pool of outstanding equity. Theneo
securities we issue in future capital transactioray be more favorable to our new investors, and melade preferences, superior voting rights are
issuance of other derivative securities, and issesof incentive awards under equity employee ieeiplans, which may have a further dilutive effec

Our ability to obtain financing, if and when necays may be impaired by such factors as the capitakets (both generally and in the oil and
industry in particular), our limited operating tust, the location of our oil and natural gas prdéiesrand prices of oil and natural gas on the coditiea
markets (which will impact the amount of asbated financing available to us) and the depadfikey employees. Further, if oil or natural gaisgs on th
commodities markets decline, our revenues willljikdecrease and such decreased revenues may maaasequirements for capital. If the amour
capital we are able to raise from financing aateit together with our revenues from operationepissufficient to satisfy our capital needs (eteethe exter
that we reduce our operations), we may be requiregase our operations, divest our assets atactate prices or obtain financing on unattractisens.




We may incur substantial costs in pursuing futuapital financing, including investment banking fekegal fees, accounting fees, securities
compliance fees, printing and distribution expensed other costs. We may also be required to rezegnoneash expenses in connection with ce
securities we may issue, which may adversely impacfinancial condition.

We have a limited operating history, and may notdecessful in developing profitable business opienas.

We have a limited operating history. Our busir@ssrations must be considered in light of the riskpenses and difficulties frequently encount
in establishing a business in the oil and natuaal igdustries. We first generated revenues froaraijpns in the fiscal year ended December 31, 286¢
have been primarily focused on exploratory drillargd fund raising activities. There is nothinghas time on which to base an assumption that asimes
operations will prove to be successful in the logn. Our future operating results will dependeeny factors, including:

. our ability to raise adequate working capi

. success of our development and explorai

. demand for natural gas and ¢

. the level of our competitior

. our ability to attract and maintain key managenaert employees; ar

. our ability to efficiently explore, develop and drwxe sufficient quantities of marketable naturad @a oil in a highly competitive a

speculative environment while maintaining qualitdaontrolling costs

To achieve profitable operations in the future, wast, alone or with others, successfully manageahtmrs stated above, as well as contint
develop ways to enhance our production efforts,nmtemmenced. Despite our best efforts, we maybeosuccessful in our exploration or developr
efforts, or obtain required regulatory approval$ere is a possibility that some, or all, of oullsienay never produce natural gas or oil.

We are highly dependent on Michael Reger, our Chietecutive Officer, Chairman and Director, and Rya@ilbertson, Chief Financial Officer an
Director. The loss of either of them, upon whosedwledge, leadership and technical expertise weyr@ould harm our ability to execute our busine
plan.

Our success depends heavily upon the continuedilootions of Michael Reger and Ryan Gilbertson, séé&nowledge, leadership and techr
expertise would be difficult to replace, and on ability to retain and attract experienced engisegeoscientists and other technical and profeaksiaff. Ii
we were to lose their services, our ability to extecur business plan would be harmed and we mégrbed to cease operations until such time asawdd
hire a suitable replacement for them. Mr. Regett Bfr. Gilbertson have entered into employment ageydgs with our company, however, they I
terminate their employment with our company at time.

Our lack of diversification will increase the riskf an investment in our company, and our financiabndition and results of operations may deteriorat
we fail to diversify.

Our business focus is on the oil and gas industeylimited number of properties, initially in M@mta and North Dakota. Larger companies hav
ability to manage their risk by diversification.oiever, we will lack diversification, in terms obth the nature and geographic scope of our businkss
result, we will likely be impacted more acutely fagtors affecting our industry or the regions iniethwe operate than we would if our business weoee
diversified, enhancing our risk profile. If we dot diversify our operations, our financial conalitiand results of operations could deteriorate.




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

Our ability to successfully acquire additional pedjpes, to increase our reserves, to participatirilting opportunities and to identify and entatd
commercial arrangements with customers will depemdieveloping and maintaining close working relatips with industry participants and our abiliy
select and evaluate suitable properties and toucomste transactions in a highly competitive envinent. These realities are subject to change ar
inability to maintain close working relationshipsthivindustry participants or continue to acquirétahle property may impair our ability to executer
business plan.

To continue to develop our business, we will endedw use the business relationships of our manageto enter into strategic relationships, w
may take the form of joint ventures with other pt&v parties and contractual arrangements with aiheand gas companies, including those that st
equipment and other resources that we will usaiimbasiness. We may not be able to establish thiestegic relationships, or if established, we maiybe
able to maintain them. In addition, the dynamitsur relationships with strategic partners mayuisgjus to incur expenses or undertake activitiesmoulc
not otherwise be inclined to in order to fulfill vobligations to these partners or maintain owati@hships. If our strategic relationships areesifiblished ¢
maintained, our business prospects may be limitdésh could diminish our ability to conduct our eagons.

As a nor-operator, our development of successful operatioabes extensively on thirgharties who, if not successful, could have a mastiadverse affe
on our results of operation.

We have only participated in wells operated byddpiarties. Our current ability to develop succesbfiginess operations depends on the succ
our consultants and drilling partners. As a reswit do not control the timing or success of theettgoment, exploitation, production and explora
activities relating to our leasehold interestsouf consultantand drilling partners are not successful in sudclvities relating to our leasehold interests, @
unable or unwilling to perform, our financial cotidh and results of operation would be materiatlyersely affected.

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

The oil and gas industry is highly competitive.h&toil and gas companies may seek to acquirendilgas leases and other properties and se
we will need to operate our business in the aneaghich we expect to operate. This competitioiméseasingly intense as prices of oil and natussl gn th
commodities markets have risen in recent yearditidaally, other companies engaged in our lineboginess may compete with us from time to tirr
obtaining capital from investors. Competitors i larger companies which, in particular, may haseess to greater resources, may be more sudcie
the recruitment and retention of qualified empleyeed may conduct their own refining and petrolenarketing operations, which may give thel
competitive advantage. In addition, actual or ptiéé competitors may be strengthened through tupiigition of additional assets and interestswef ar¢
unable to compete effectively or respond adequdtelyompetitive pressures, our results of operasind financial condition may be materially advey
affected.

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

Our strategy envisions the expansion of our businédswe fail to effectively manage our growth,rofinancial results could be advers
affected. Growth may place a strain on our managesystems and resources. We must continueiteerahd expand our business capabilities, our s
and processes and our access to financing soufsesie grow, we must continue to hire, train, sujger and manage new employees. We cannot assi
we will be able to:
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. meet our capital need

. expand our systems effectively or efficiently omitimely manner

. allocate our human resources optima

. identify and hire qualified employees or retainueal employees; ¢

. incorporate effectively the components of any besathat we may acquire in our effort to achiewavn.

If we are unable to manage our growth, our opematiand our financial results could be adverselgcdd by inefficiency, which would diminish «
profitability.

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

We generally expect to enter into swap arrangemgota time-totime to hedge our expected production dependingeserves and marl
conditions. While intended to reduce the effeétgatatile oil and natural gas prices, such tratisas may limit our potential gains and increase atentia
losses if oil and natural gas prices were to nigestantially over the price established by the lbedg addition, such transactions may expose tisetoisk o
loss in certain circumstances, including instariceghich:

. our production is less than expected;

. there is a widening of price differentials betwekshivery points for our production and the deliv@gint assumed in the hedge arranger
or

. the counterparties to our hedging agreementsdgietform under the contrac

Risks Related To Our Industry

Crude oil and natural gas prices are very volatilé protracted period of depressed oil and natugals prices may adversely affect our business, ficiat
condition, results of operations or cash flows.

The oil and gas markets are very volatile, and amenot predict future oil and natural gas pricebe Price we receive for our oil and natural
production heavily influences our revenue, profitgh access to capital and future rate of growdthe prices we receive for our production andli¢vels o
our production depend on numerous factors beyondantrol. These factors include, but are nottéaito, the following:

. changes in global supply and demand for oil angl

. the actions of the Organization of Petroleum Expgr€ountries

. the price and quantity of imports of foreign oildagas;

. political and economic conditions, including emtses, in oi-producing countries or affecting other-producing activity
. the level of global oil and gas exploration anddorction activity;

. the level of global oil and gas inventori

. weather conditions

. technological advances affecting energy consump
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. domestic and foreign governmental regulatic

. proximity and capacity of oil and gas pipelinesl ather transportation facilities;
. the price and availability of competit’ supplies of oil and gas in captive market aread;
. the price and availability of alternative fue

Furthermore, the recent worldwide financial andlitrerisis has generally reduced the availabilityiguidity and credit to fund the continuation ¢
expansion of industrial business operations woididwiThe shortage of liquidity and credit combineith recent substantial losses in worldwide ec
markets has lead to a worldwide economic recessitre slowdown in economic activity caused by stgdession has reduced worldwide demand for el
and resulted in somewhat lower oil and naturalgaes.

Lower oil and natural gas prices may not only daseeour revenues on a per unit basis but also etace the amount of oil and natural gas the
can produce economically and therefore potentiallyer our reserve bookings. A substantial or ed¢éehdecline in oil or natural gas prices may res
impairments of our proved oil and gas propertied aray materially and adversely affect our futureibess, financial condition, results of operati
liquidity or ability to finance planned capital expditures. To the extent commaodity prices receivech production are insufficient to fund plannezbita
expenditures, we will be required to reduce spendinborrow to cover any such shortfall. Lower aild natural gas prices may also reduce the anod
our borrowing base under our credit agreement, kvlsiaetermined at the discretion of the lendesetian the collateral value of our proved resethal
have been mortgaged to the lenders, and is subjeegular redeterminations, as well as specia@terdhinations described in the credit agreement.

Drilling for and producing oil and natural gas ardnigh risk activities with many uncertainties

Our future success will depend on the success pfdeuelopment, exploitation, production and expiora activities. Our oil and natural ¢
exploration and production activities are subjeatimerous risks beyond our control, includingribk that drilling will not result in commerciallyiable oil
or natural gas production. Our decisions to pusehaxplore, develop or otherwise exploit prospectzroperties will depend in part on the evaluatid dat:
obtained through geophysical and geological analys®duction data and engineering studies, thdtsesf which are often inconclusive or subjecvéoying
interpretations. Our cost of drilling, completiagd operating wells is often uncertain before idgllcommences. Overruns in budgeted expenditue
common risks that can make a particular projectanemical. Further, many factors may curtail, gelacancel drilling, including the following:

. delays imposed by or resulting from compliance wétulatory requirement

. pressure or irregularities in geological formatic

. shortages of or delays in obtaining qualified pen& or equipment, including drilling rigs and C(
. equipment failures or accidents; ¢

. adverse weather conditions, such as freezing teahpes, hurricanes and storr

The presence of one or a combination of thesefaetoour properties could adversely affect ouirmss, financial condition or results of operations

Our business of exploring for oil and gas is riskand may not be commercially successful, and the atbed technologies we use cannot elimir
exploration risk.

Our future success will depend on the successroéxploratory drilling program. Oil and gas exg@ltion involves a high degree of risk. These |
are more acute in the early stages of explorat@ur ability to produce revenue and our resultingricial performance are significantly affectedthg price
we receive for oil and natural gas produced frortisaan our acreage. Especially in recent yearsptiices at which oil and natural gas trade in
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the open market have experienced significant itjaeind will likely continue to fluctuate in thefeseeable future due to a variety of influencetuiing
but not limited to, the following:

. domestic and foreign demand for oil and naturallgaloth refineries and end use

. the introduction of alternative forms of fuel tgtace or compete with oil and natural g

. domestic and foreign reserves and supply of oilraatdral gas

. competitive measures implemented by our competitndsdomestic and foreign governmental boc

. political climates in nations that traditionallygoluce and export significant quantities of oil aratural gas (including military and otl
conflicts in the Middle East and surrounding gepbia region) and regulations and tariffs imposeatkgorting and importing nation

. weather conditions; ar

. domestic and foreign economic volatility and stiail

Our expenditures on exploration may not result éw rdiscoveries of oil or natural gas in commergiailable quantities. Projecting the cost:
implementing an exploratory drilling program is fitifilt due to the inherent uncertainties of drifliin unknown formations, the costs associated
encountering various drilling conditions, such aergressured zones and tools lost in the hole, andgesain drilling plans and locations as a resulradr
exploratory wells or additional seismic data artéripretations thereof.

Even when used and properly interpreted, threequsineal (3D) seismic data and visualization techniques oskist geoscientists in identifyi
subsurface structures and hydrocarbon indicat®teh data and techniques do not allow the intezptetknow conclusively if hydrocarbons are press
economically producible. In addition, the useloke-dimensional (8) seismic data becomes less reliable when usatti@asing depths. We could in
losses as a result of expenditures on unsuccessfld. If exploration costs exceed our estimatesf our exploration efforts do not produce resuithict
meet our expectations, our exploration efforts may be commercially successful, which could advgrgmpact our ability to generate revenues f
our operations.

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 resentdsevahpable of production levels we project ¢
sufficient quantities to be commercially viablen @ longterm basis, our viability depends on our abilityfited or acquire, develop and commerci
produce additional oil and natural gas reserveghdit the addition of reserves through acquisitiexploration or development activities, our ressran
production will decline over time as reserves amdpced. Our future reserves will depend not amyur ability to develop theaxisting properties, but al
on our ability to identify and acquire additionalitable producing properties or prospects, to finarkets for the oil and natural gas we develop @
effectively distribute our production into our matg.

Future oil and gas exploration may involve unpgedfie efforts, not only from dry wells, but from \gethat are productive but do not prod
sufficient net revenues to return a profit aftallidg, operating and other costs. Completion efell does not assure a profit on the investmemecovery @
drilling, completion and operating costs. In aubdif drilling hazards or environmental damage cariehtly increase the cost of operations, and uarfielc
operating conditions may adversely affect the petidn from successful wells. These conditions udel delays in obtaining governmental approva
consents, shudewns of connected wells resulting from extreme thera conditions, problems in storage and distrdrutand adverse geological i
mechanical conditions. While we will endeavor tizetively manage these conditions, we cannot lserasgl of doing so optimally, and we will not beeatt
eliminate them completely in any case. Thereftirese conditions could diminish our revenue and fasv levels and result in the impairment of oiramd
natural gas interests.
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Estimates of oil and natural gas reserves that waka may be inaccurate and our actual revenues maydwer than our financial projections

We will make estimates of oil and natural gas nesgrupon which we will base our financial projens. We will make these reserve estirr
using various assumptions, including assumptiori® @il and natural gas prices, drilling and opegexpenses, capital expenditures, taxes andadiitiy
of funds. Some of these assumptions are inhersabjective, and the accuracy of our reserve etggn@lies in part on the ability of our managenteatn
engineers and other advisors to make accurate assm® Economic factors beyond our control, sashinterest rates, will also impact the value al
reserves.

Determining the amount of oil and gas recoverabtenfvarious formations where we have exploratiod production activities involves grt
uncertainty. For example, in 2006, the North Dakbtdustrial Commission published an article thtEntified three different estimates of generatd
recoverable from the Bakken formation. An orgactiemist estimated 50% of the reserves in the Bakbkenation to be technically recoverable, ar
company estimated a recovery factor of 18%, andegpresented in the North Dakota Industrial CorsimisOil and Gas Hearings ranged from 3 to 10%.

The process of estimating oil and natural gas veses complex and will require us to use signiftcdecisions and assumptions in the evaluatir
available geological, geophysical, engineering aoonomic data for each property. As a result,reserve estimates will be inherently imprecisetual
future production, oil and natural gas prices, nesss, taxes, development expenditures, operatipgnses and quantities of recoverable oil and naga
reserves may vary substantially from those we egémlf actual production results vary substalytifbm our reserve estimates, this could mateyrisdiduct
our revenues and result in the impairment of ouamd natural gas interests.

Drilling new wells could result in new liabilitiesywhich could endanger our interests in our properti and asset:

There are risks associated with the drilling ofamitl natural gas wells, including encountering peeied formations or pressures, premature de
of reservoirs, bloweuts, craterings, sour gas releases, fires ants,spihong others. The occurrence of any of thesate could significantly reduce ¢
revenues or cause substantial losses, impairinfuturre operating results. We may become subgetiability for pollution, bloweuts or other hazards.
intend to obtain insurance with respect to thesauts; however, such insurance has limitationsadgility that may not be sufficient to cover thédl fexten
of such liabilities. The payment of such liabégicould reduce the funds available to us or canldn extreme case, result in a total loss ofppaperties an
assets. Moreover, we may not be able to maint@d@gw@ate insurance in the future at rates that amsigdered reasonable. Oil and natural gas prazh
operations are also subject to all the risks tyjyi@ssociated with such operations, including peame decline of reservoirs and the invasion ofewaitc
producing formations.

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

We may become responsible for costs associatedavithdoning and reclaiming wells, facilities anggtines which we use for production of oil
natural gas reserves. Abandonment and reclamatitirese facilities and the costs associated th#resvoften referred to as “decommissioningVe accru
a liability for decommissioning costs associatethvaiur wells, but have not established any castrvesaccount for these potential costs in respieahy of
our properties. If decommissioning is requiredobefeconomic depletion of our properties or if estimates of the costs of decommissioning excee
value of the reserves remaining at any particurae to cover such decommissioning costs, we mag hawraw on funds from other sources to satisth
costs. The use of other funds to satisfy suchmetissioning costs could impair our ability to foaapital investment in other areas of our business.

14




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

In order to sell the oil and natural gas that we able to produce, the operators of our wells mayehto make arrangements for storage
distribution to the market. We will rely on lodafrastructure and the availability of transpomatifor storage and shipment of our products, Huagtructur:
development and storage and transportation faslithay be insufficient for our needs at commercialiceptable terms in the localities in which
operate. This situation could be particularly peofatic to the extent that our operations are cotetliin remote areas that are difficult to acceash a
areas that are distant from shipping and/or pipdiatilities. These factors may affect our abitityexplore and develop properties and to storetiamspotr
our oil and natural gas production and may increasexpenses.

Furthermore, weather conditions or natural disastetions by companies doing business in one oe mbthe areas in which we will operate
labor disputes may impair the distribution of aidéor natural gas and in turn diminish our finahc@ndition or ability to maintain our operations.

Environmental risks may adversely affect our busgse

All phases of the oil and gas business presentr@mwiental risks and hazards and are subject ta@maental regulation pursuant to a variet
federal, state and municipal laws and regulatidasvironmental legislation provides for, among ottiengs, restrictions and prohibitions on spitislease
or emissions of various substances produced ircediEm with oil and gas operations. The legisiatalso requires that wells and facility sites peratec
maintained, abandoned and reclaimed to the sdisfaof applicable regulatory authorities. Comptia with such legislation can require signific
expenditures, and a breach may result in the iniposof fines and penalties, some of which may tstamal. Environmental legislation is evolving a
manner we expect may result in stricter standandk enforcement, larger fines and liability and patdly increased capital expenditures and opeg
costs. The discharge of oil, natural gas or gpediutants into the air, soil or water may giveerts liabilities to governments and third parties anay requir
us to incur costs to remedy such discharge. Thécapion of environmental laws to our business roayse us to curtail our production or increasectiss
of our production, development or exploration &tigg.

Our business will suffer if we cannot obtain or m&ain necessary licenses.

Our operations will require licenses, permits andame cases renewals of licenses and permitsviaoious governmental authorities. Our abilit
obtain, sustain or renew such licenses and penitgcceptable terms is subject to change in regokand policies and to the discretion of the iapple
governments, among other factors. Our inabilitpldtain, or our loss of or denial of extensionasfy of these licenses or permits could hamper bilityato
produce revenues from our operations.

Challenges to our properties may impact our finaattondition.

Title to oil and gas interests is often not capatfieconclusive determination without incurring stamgial expense. While we intend to m
appropriate inquiries into the title of properti@sd other development rights we acquire, title ctsfenay exist. In addition, we may be unable ttaio
adequate insurance for title defects, on a commalgraeasonable basis or at all. If title defedtsexist, it is possible that we may lose all groation of ou
right, title and interests in and to the propertiesvhich the title defects relate. If our properights are reduced, our ability to conduct oupleration
development and production activities may be imgghirTo mitigate title problems, common industrgtice is to obtain a Title Opinion from a qualifieil
and gas attorney prior to the drilling operatioha avell.

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

We rely on technology, including geographic andmsét analysis techniques and economic models,¢elole our reserve estimates and to guide
exploration, development and production activitig#ge will be required to continually enhance andatp our technology to maintain its efficacy anavoic
obsolescence. The costs of doing so may be suiadtand may be higher than the costs that we igatie for technology maintenance and developmi
we are unable to maintain the efficacy of our tetbgy, our ability to manage our business and tomete may be impaired. Further, even if we are &
maintain technical effectiveness, our technology mat be the most efficient means of reaching dajectives, in which case we may incur higher opeg
costs than we would were our technology more effici
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Risks Related to our Common Stock

The market price of our common stock is, and isdii to continue to be, highly volatile and subjeotwide fluctuations.

The market price of our common stock is likely tmtinue to be highly volatile and could be subjectvide fluctuations in response to a numbe
factors, some of which are beyond our control udig:

. dilution caused by our issuance of additional sharecommon stock and other forms of equity sel@sitwhich we expect to make
connection with future capital financings to fundr @perations and growth, to attract and retaimaale personnel and in connection \
future strategic partnerships with other compar

. announcements of new acquisitions, reserve dis@sver other business initiatives by our competit

. our ability to take advantage of new acquisitioesgrve discoveries or other business initiati

. fluctuations in revenue from our oil and gas busénas new reserves come to mar

. 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 gasudtiey changes resulting from the introduction gramsion 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 competitot@rour industry

. changes in the accounting methods used in or otbemifecting our industry

. additions and departures of key person

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

. announcements by relevant governments pertainiimgamtives for alternative energy development paots;

. fluctuations in interest rates and the availabitityapital in the capital markets; a

. significant sales of our common stock, includintgsdy selling stockholders following the registratof shares under a prospect

Some of these and other factors are largely begandontrol, and the impact of these risks, sirglyn the aggregate, may result in material ad
changes to the market price of our common stockoamdir results of operations and financial comditi

16




Our operating results may fluctuate significantlgnd these fluctuations may cause the price of oonumon stock to decline.

Our operating results will likely vary in the fueiprimarily as the result of fluctuations in ouveaues and operating expenses, including the cc
to market of oil and natural gas reserves thatmehble to discover and
develop, expenses that we incur, the prices oamdl natural gas in the commodities markets and détogors. If our results of operations do not trtbe
expectations of current or potential investors,ghee of our common stock may decline.

Stockholders will experience dilution upon the exése of options and issuance of common stock under incentive plans

As of December 31, 2009, we had authorized thearssei of up to 2,000,000 shares of common stockriyinig options that may be granted.
which options for 1,660,000 shares of common stoatt already been granted, and of those granted)@D@emain outstanding, pursuant to our :
Incentive Stock Option Plan. On January 30, 2009 Board of Directors also adopted the 2009 Equitgntive Plan, pursuant to which we may issu¢o
3,000,000 shares of our common stock either upencese of stock options granted under such plahrough restricted stock awards under such plas ot
December 31, 2009, we had issued 642,916 sharesrofion stock pursuant to our 2009 Equity Incenfilan. No options have been issued under our
Equity Incentive Plan. If the holders of outstargdoptions exercise those options or our Compems&@bmmittee determines to grant additional restt
stock awards under our incentive plan, stockholdeay experience dilution in the net tangible bo@#ue of our common stock. Further, the sal
availability for sale of the underlying shareshie marketplace could depress our stock price.

We do not expect to pay dividends in the foreseedblture.

We do not intend to declare dividends for the feeable future, as we anticipate that we will regtany future earnings in the development
growth of our business. Therefore, investors mall receive any funds unless they sell their comstook, and stockholders may be unable to selt gieire
on favorable terms or at all. Investors cannoasmired of a positive return on investment orttiet will not lose the entire amount of their intresnt in ou
common stock.

Item 1B. Un resol ved Staff Comments

None.

Item 2. Properties
Leasehold Properties
As of December 31, 2009, our principal assets geduapproximately 104,000 net acres located intiiston Basin region of the northern Unit
States and approximately 10,000 net acres locat¥dtes County, New York, more fully described alfofvs:
= Approximately 30,400 net acres located in Mount@alinty, North Dakota, whithin and surroundinghe torth south and west of the Parshall |

currently being developed by EOG Resources. Slawsploration Company, Inc* Slawsor”) and others to target the Bakken Sh

. Approximately 26,800 net acres located in Dunnr@puNorth Dakota, in which we are targeting thé&lBan Shale and Three Forks/Sanish
formations;

. Approximately 10,000 net acres located in Burke Bivide Counties, North Dakota, targeting the Baki@hale and Three Forks/Sanish format
near significant drilling activities by ContinenRésources

= Approximately 8,900 net acres located in McKen¥i)iams and Mercer Counties, North Dakota, in whige are targeting the Bakken Sh:

. Approximately 22,400 net acres located in Sheridaanty, Montana, representing a stacked pay pcogper which we have significant
proprietary -D seismic dats

= Approximately 5,500 net acres located in Rooseamdt Richland Counties, Montana, in which we argeting the Bakken Shale; a

=Approximately 10,000 net acres located in the "Eimgakes" region of Yates County, New York, in whige are targeting natural gas production
from the Trenton/Black River, Marcellus and Queens-Medina formations
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We believe the Bakken formation represents onédn@frhost oil rich, rapidly developing and excitinigys in the Continental United States.
North Dakota Geological Survey currently estimates reserves of the Bakken formation to be appratehg 300 billion barrels of ail in place. \
commenced drilling on the Bakken properties in 2087 and increased drilling activities quarter+egearter throughout 2008 and 2009.

Recent Acreage Acquisitions
In 2009, we acquired leasehold interests coveringggregate of 20,316 net mineral acres in ourgkegpect areas. The discussion that fol
summarizes these acquisitions.

On May 22, 2009, we entered into an agreement $ldélwson pursuant to which we acquired certain Nbrakota Bakken assets from Winc
Bakken LLC as part of a syndicate led by Slawslornthe transaction we acquired leases covering33,@2 mineral acres.

On November 3, 2009, we acquired 24 high workirtgrgst sections comprising approximately 11,274ace¢s located in western McKenzie
Williams Counties of North Dakota. We acquiredQGparticipation interest in these properties v8thwson and will participate in drilling on a heags
basis. These properties are proximal to sevecahtehigh-rate producing wells. We expect to befjilting these properties in early 2011.

On November 13, 2009, we entered into an agreemiémtSlawson pursuant to which we acquired a 20%igipation interest in Slawsos'Big Sky
Project in Richland County, Montana. The projeeaencompasses 11,586 net acres of leases.

On November 17, 2009, we entered into an Explanagiod Development Agreement with Area of Mutuaktast with Slawson pursuant to wt
we acquired a 30% participation interest in Slawsohnvil Project in Williams County, North Dakota dafRoosevelt County, Montana. The project
encompasses 12,500 net acres of leases.

In addition to acquiring acreage through large blacquisitions, we have organically acquired apjmaxely 5,289 net mineral acres in our
prospect areas.
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Developed and Undeveloped Acreage

The following table summarizes our estimated grarss net developed and undeveloped acreage by catiidecember 31, 2009. Net acre
represents our percentage ownership of gross acrélte following table does not include acreagevfiich our interest is limited to royalty and ovdimng

royalty interests.

Developed Acreage

Undeveloped Acreage

Total Acreage

Gross Net Gross Net Gross Net
North Dakote 44,07¢ 7,43: 396,68! 68,08 440,76 75,51¢
Montana 1,04¢ 47¢ 32,51« 27,45¢ 33,56( 27,93¢
New York 0 10,00( 10,00( 10,00( 10,00(
Total: 45,12; 7,912 439,19¢ 105,54 484,32 113,45

Production History

The following table presents information about ptoduced oil and gas volumes during each fiscattquan 2009 and the year ended Decembe
2009. The table below does not provide any infdionafor our fiscal year ended December 31, 200Fabse we did not commence drilling activities t
the fourth fiscal quarter of 2007 and did not reeghayment or recognize revenue from crude oiladural gas sales in 2007. As of December 31, 20€
were selling oil and natural gas from a total 09 Hross wells, all of which are located within ivdliston Basin. As of December 31, 2008, we wse#linc
oil and natural gas from a total of 36 gross weld. data presented below is derived from accrumdnue and production volumes for the relevaniod

indicated.

Net Production:

Oil (Bbl)

Natural Gas (Mcf

Barrel of Oil Equivalent (Boe

Average Sales Prices
Qil (per Bbl)
Effect of Oil Hedges on Average Price (per E
Oil Net of Hedging (per Bbl
Natural Gas (per Mci
Effect of Natural Gas Hedges on Average Price Kpef)
Natural Gas Net of Hedging (per M«

Average Production Costs;
Oil (per Bbl)
Natural Gas (per Mci
Barrel of Oil Equivalent (BOE
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Year Ended December 31

2009 2008

274,32¢ 50,88(
47,30¢ 3,96¢

282,21. 51,54

$ 604t $ 75.6¢
$ (3.60 $ 15.31
$ 56.8t $ 90.9¢
$ 381 $ 8.1¢
$ 381 $ 8.1¢
$ 267 $ 1.37
$ 0.1¢ $ 0.3z
$ 26 $ 1.3¢




Depletion of oil and natural gas properties

Our depletion expense is driven by many factortuifing certain exploration costs involved in thevelepment of producing reserves, produc
levels and estimates of proved reserve quantitidsature developmental costs. The following tgiresents our depletion expenses during 2008 ad@l. 20

Year Ended December 31
2008
2009 (adjusted)

$
Depletion of oil and natural gas propert $ 4,250,9 677,915

* See Note 2 to the financial statements accompantyiis report.

Productive Oil Wells

The following table summarizes gross and net progeimil wells by state at December 31, 2009, 2@6@8 2007. A net well represents
percentage ownership of a gross well. No wellssHasen permitted or drilled on any of our Yates i@puNew York acreage. The following table doet
include wells in which our interest is limited toyalty and overriding royalty interests. The faliag table also does not include wells which wesiting
completion, in the process of completion or awgifiowback subsequent to fracture stimulation.

Year Ended December 31

2009 2008 2007
Gross Net Gross Net Gross Net
North Dakote 17C 8.17 34 1.54 1 0.0¢
Montana 9 1.0Z 2 0.5C 1 0.1C
Total 17¢ 9.1¢ 36 2.04 2 0.1€

Dry Holes

As of December 31, 2009, we have participated @& dbmpletion of 179 gross wells with a 100% success in the Bakken and Three Fc
formations. In the second quarter of 2007, weigpggted in the Teigen Trust #®8 with a 6.25% working interest, a well identifigmoposed and drilled
Kodiak Oil and Gas, Inc. The well was intendedarmet the Red River formation, but produced aluvle. This is the only dry hole in our company
history.

Research and Development

We do not anticipate performing any significantdarot research and development under our plan gatpe.
Reserves

We completed our most recent reservoir enginearatgulation as of December 31, 2009. Tables suiaimgrthe results of our most recent res
report are included under the heading “BusinesseseRes”in Item 1 of this report. A complete discussion afr proved reserves is set fortt
“Supplemental Oil and Gas Information” to our ficél statements included later in this report.

Delivery Commitments

We do not currently have any delivery commitmentsproduct obtained from our wells.
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Item 3. Legal Proceedings

As of March 8, 2010, our company was a party toldigation claim arising in the ordinary courselnfsiness and seeking the quieting of title
leasehold interest acquired from a third party. ti@knowledge of management, no federal, staliecat governmental agency is presently contemjedim
proceeding against our company. No director, exexwfficer or affiliate of our company or ownefrr@cord or beneficially of more than five percefbur
company’s common stock is a party adverse to oompemy or has a material interest adverse to oupaomin any proceeding.

On or about December 19, 2008, we instituted a ANIBpute resolution matter against UBS Financiavi®es, Inc. (“UBS”)relating to certai
unauthorized trades conducted by UBS in conneatith our commodities hedging account at that in§th. The matter related to UBSimprope
attribution of an unauthorized long trade to ouddiag account. Ultimately UBS liquidated the caots at a loss without any instruction from
company. The matter was presented to a FINRArathith board in September 2009. On November 12926INRA issued an Award in favor of ¢
company directing UBS to pay us compensatory damagéhe amount of $875,352, the entire loss ipulis, plus interest at the statutory rate of 10%
annum from and including October 13, 2008, throagt including October 1, 2009, for a total awar&®60,018.

Our management believes that all litigation matienshich we are involved are not likely to havenaterial adverse effect on our financial posit
cash flows or results of operations.

Item 4. Reserved

PART II
Item 5. Market for Registrant’'s Common Equity, Related Sktmlder Matters and Issuer Purchases of Equity Seities
Market Information
Our common stock was listed on the OTC Bulletin fi8loaf the National Association of Securities Deal¢NASD”) on January 19, 2006, under
symbol “KNTX", but there was no active trading prior to approxefyaDecember 2006. There was no established ptrialittng market for our comm
stock prior to April 13, 2007. Effective April 13007, after the Merger and our name change, ading symbol was changed to “NOGS.OBDur commoil
stock commenced trading on the AMEX on March 2&80nder the symbol “NOG.”

The high and low sales prices for shares of comstock of our company for each quarter during 20882009 are set forth below.

Sales Price
2009 High Low
First Quarte! $ 424 % 2.01
Second Quarte 8.8¢ 3.4C
Third Quartel 8.44 4,74
Fourth Quarte 12.6¢ 7.6t
Sales Price
2008 High Low
First Quarte! $ 73C % 5.6t
Second Quarte 16.4( 6.9t
Third Quartel 14.0C 5.14
Fourth Quarte 8.1z 2.0t

The closing price for our common stock on the NY8&ex Equities Market on March 1, 2010 was $12.60spare.
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Comparison Chart

The following information in this Item 5 of this Anal Report on Form 10-K is not deemed to be “#oiig material” or to be “filed"with the SE(
or subject to Regulation 14A or 14C under the SéearExchange Act of 1934 or to the liabilities®éction 18 of the Securities Exchange Act of 1384
will not bedeemed to be incorporated by reference into amgfiinder the Securities Act of 1933 or the SemsriExchange Act of 1934, except to the e
we specifically incorporate it by reference intelsa filing.

The following graph compares the &®nth cumulative total shareholder returns sincaptetion of our reverse merger on April 13, 200
Northern Qil and Gas, Inc., and the cumulativeltogturns of Standard & Pc's Composite 500 Index and the Amex Oil Index fa #ame period. Tt
graph assumes $100 was invested in the stock dndles on April 13, 2007 and also assumes the esiinuent of dividends. We have not included anph

for any period prior to April 13, 2007, becauser¢heas no active trading in our common stock pt@oApril 13, 2007 and, as such, data is not avéelér
any period prior to such date.
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—&— NORTHERN CQIL & GAS, INC. —=&—- 3&P 500 -==g--- Amex Oil

The following table sets forth the total returniized to generate the foregoing graph.

4/13/200° 12/31/200 12/31/200: 12/31/200!
Northern Oil and Gas, Ini $ 100.0C $ 173.7¢ % 65.0C $ 296.0(
Standard & Poc¢s Composite 500 Inde 100.0( 104.8: 66.04 83.52
Amex Oil Index 100.0( 125.6¢ 92.7¢ 99.71

Holders

As of March 1, 2010, we had 43,911,044 sharesandstg of our common stock, held by approximat€l$ dhareholders of record. The numbe
record holders does not necessarily bear any@akttip to the number of beneficial owners of ounown stock.
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Dividends

The payment of dividends is subject to the disoretf our Board of Directors and will depend, amatler things, upon our earnings,
capital requirements, our financial condition, aottler relevant factors. We have not paid or dedany dividends upon our common stock since
inception and, by reason of our present finandiaius and our contemplated financial requirements do not anticipate paying any dividends upor
common stock in the foreseeable future. We intenckinvest any earnings in the development aném@sipn of our business. Any cash dividends it
future to common stockholders will be payable whenand if declared by
our Board of Directors or our Compensation Commaijtteased upon either the Board’s or the Commit@esessment of:

our financial condition and performant

earnings

need for funds

capital requirement:

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

other factors, including income tax consequenaesrictions and any applicable la

There can be no assurance, therefore, that anyedisis on the common stock will ever be paid.
Recent Sales of Unregistered Securities; Use of Reeds from Registered Securities

On November 16, 2009, we issued 12,533 sharesrefjistered common stock to Missouri River Royaltrfioration as partial consideration for
acquisition of leases covering approximately 46migteral acres in North Dakota and related et drilling expenses. These shares were issuediant t
an agreement originally entered into on Octobe20D8. On December 18, 2009, we issued 66,472 sludrenregistered common stock to certain pe
controlling mineral rights as partial considerationour acquisition of leases covering approxirya1084 net mineral acres in North Dakota.

The foregoing transactions were approved by ourdaé directors. None of the foregoing shares of common stock were issued for ¢
consideration and, as such, we did not receivepangeed from the issuance of the foregoing seesritAll of the foregoing shares were issued puniste
the exemption from registration provided in Sect#gf) of the Act. In each instance, the recipieftthe shares were afforded an opportunity foeafte
access to files and records of our company thatagued the relevant information needed to makénitestment decision, including our compasyinancia
statements and reports filed pursuant to the Exghakct. We reasonably believe that each recipiemtyediately prior to issuing the shares, had
knowledge and experience in financial and busimeaiers that it was capable of evaluating the menitd risks of its investment. Each recipient tie
opportunity to speak with our officers and direston several occasions prior to their investmeatsitan.

Item 6. Selected Financial Data

The financial statement information set forth belewderived from our balance sheets as of Dece®bef009, 2008, and 2007, and the rel
statements of operations, stockholdexguity, and cash flows for the years ended Decer@lbhe2009, 2008, and 2007 and for the period frooeptior
[October 5, 2006] through December 31, 2006 inaduelsewhere in this report. Financial statemefurimation for the year ended December 31, 200:
the balance sheet information at December 31, 20062005 are derived from audited financial stateémpresented in our December 31, 2006 ForrK3B-
report and not included in this report, which fineh statements were the historical financial steets of Kentex Petroleum, Inc, our company praothi
acquisition of Northern on March 20, 2007.
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Statements of Income Information:
Revenue:
QOil and Gas Sale
Gain (Loss) on Settled Derivativ
Mark-to-Market of Derivative Instrumen
Other Revenue

Total Revenues

Operating Expense
Production Expenst
Production Taxe
General and Administrative Exper
Share Based Compensat
Depletion Oil and Gas Properti
Depreciation and Amortizatic
Accretion of Discount on Asset Retirement Obligas
Total Expenses

Income (Loss) from Operatiol

Other Income

Income (Loss) Before Income Tax

Income Tax Provision (Benefit)

Net Income (Loss

Net Income (Loss) Per Common Share — Basic
Net Income (Loss) Per Common Share — Diluted
Weighted Average Shares Outstanding — Basic
Weighted Average Shares Outstanding - Diluted

Balance Sheet Information:
Total Asset:

Total Liabilities
Stockholde’s Equity (Deficit)

Statement of Cashflow Information:

Net cash used provided by (used for) operatiniyities
Net cash used provided by (used for) investiniyitiets
Net cash used provided by (used for) financingiiets

From

Inception on
Year Ended October 5,

Year Ended December 31, Year Ended 2006 through Year Ended
December 31, 2008, December 31, December 31,  December 31
2009 Adjusted 2007 2006 2005
$ 1517182 $ 3,542,99. - - -

(624,54) 778,88! - - -

(363,41,

37,63( - - --
$ 1422149 $ 4,321,87 - -- --
$ 754,97¢ $ 70,95¢ - - -

1,300,37 203,18 - - -
2,452,82. 1,98591. $ 1,754,820 % 76,37¢  $ 12,267
1,233,50 105,37! 2,754,91 - -
4,250,98: 677,91! - - -

91,79« 67,06( 3,44¢ - -

8,08 1,03( - -- --
$ 10,09253 3 3,111,43 $ 4,513,18 $ 76,37¢ $ 12,267
$ 412896 $ 1,210,44° $ (4,513,18) $ (76,379 $ (12,267

135,99: 383,89: 207,89¢ 267 25,00(-
$ 426495 $ 1,594,340 $ (4,305,29) $ (76,10) $ (12,739

1,466,001 (830,00() - -- --

$ 2,798,95 $ 242434 $ (4,305,29) $ (76,10) $ (12,737
0.0¢ 0.0¢ (0.1¢) (0.07) (0.07)

0.0¢ 0.07 (0.18) (0.07) (0.07)
36,705,26 31,920,74 23,667,11 18,000,00 2,357,99:
36,877,07 32,653,55 23,667,11 18,000,00 2,357,99:
$ 13559496 $ 5452039 $ 18,131,46 $ 1,105,93! -
$ 12,03551 $ 4,991,33 $ 22424 $ 1,143,060 $ 30,81
$ 12355945 $ 49529,06 $ 17,907,21 $ (37,13) $ (30,81)
$ 9,812,911 $ 2,506,49. $ (491,509 $ (38,539 -
$ (71,848,70) $ (40,357,96) $ (5,078,75) $ (255,001 -
$ 6748844 $ 2851952 $ 14,832,199 $ 1,143,46' -
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In the third quarter of 2009, we changed our methioalccounting for drilling costs from the accroaldrilling costs at the time drilling commen
for a well to recording the costs when amountsimveiced by operators. Recording drilling costsewtthe invoices are received from operators is ee
preferable as it better represents our actuairitosts. The recording of drilling costs in thigthod also is consistent with other companiekénoil anc
gas industry. The change decreased Depletion Erpeyn $512,794, increased Income Tax Provision206H00, and increased Net Income by $306,7
$0.01 per share on a diluted basis forrileee months ended September 30, 2009. The effébeachange on the three months ended Septemb2030 wa
to decrease Depletion Expense by $261,870, incieasene Tax Provision by $105,000 and to IncreaseINcome by $156,870 or $0.00 per share
diluted basis.

Item 7. Management’s Discussion and Analysis of Financiab@dition and Results of Operations

The following discussion should be read in conjiorctvith the “Selected Financial Dataf ltem 6 and the Financial Statements and Accoryipg
Notes appearing elsewhere in this repcA discussion of our past financial results beforarth 20, 2007 is not pertinent to the business plaour compan
on a going forward basis, due to the change intmsiness which occurred upon consummation of thhganen March 20, 2007.

Overview and Outlook

We are an oil and gas exploration and productianpgany. Our properties are located in Montana, IN&&kota and New York. Our corpor
strategy is to build shareholder value throughdineelopment and acquisition of oil and gas asietseixhibit economically producible hydrocarbons.

As of March 1, 2010, we controlled the rights taneral leases covering approximately 119,720 netsaef land. Our goal is to continue to exp
for and develop hydrocarbons within the mineralsésawe control as well as continue to expand oveage position should opportunities pre
themselves. In order to accomplish our objectiveswill need to achieve the following;

= Continue to develop our substantial inventory ghhgjuality core Bakken acreage with results coestswith those t-date;
= Retain and attract talented personi

= Continue to be a lo-cost producer of hydrocarbons; ¢

= Continue to manage our financial obligations toeascthe appropriate capital needed to developasitign of primarily undrilled acreag
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The following table sets forth selected operatiatador the periods indicated. Production volumied average sales prices are derived from ac
accounting data for the relevant period indicated.

Year End December 31

2008
2009 Adjusted 2007

Net Production:

Qil (Bbl) 274,32¢ 50,88( -

Natural Gas (Mcf 47,30¢ 3,96¢ -
Net Sales:

Oil Sales $ 1497755 $  3,510,59 -

Natural Gas 194,26¢ 32,39% -

Gain (Loss) on Settled Derivativ (624,54)) 778,88! -

Mark-to-Market on Derivative Instrumen (363,41 - -

Other Revenue 37,63( - -

Total Revenue $ 1422149 $  4,321,87 -
Average Sales Prices

Qil (per Bbl) $ 6045 $ 75.6: -

Effect of Oil Hedges on Average Price (per E $ 3.60 $ 15.31 -

Oil Net of Hedging (per Bbl $ 56.8t $ 90.9¢ -

Natural Gas (per Mci $ 381 $ 8.1¢ -

Effect of Natural Gas Hedges on Average Price Kpef) - - -

Natural gas net of hedging (per M: $ 381 $ 8.1¢ -
Operating Expenses

Production Expense $ 754,97¢ $ 70,95¢ -

Production Taxe $ 1,300,337 $ 203,18 -

General and Administrative Expense (Including StBased Compensatio $ 3,686,331 $ 2,091,28 $ 4,509,74.

Depletion of Oil and Gas Propertie $ 4,250,988 $ 677,91 -

* See Note 2 to the financial statements accompantyiis report.

Results of Operations for the periods ended Decemb@l, 2008 and December 31, 2009.

During 2008 and 2009 we significantly increaseddrilling activities, generated income and achiemetiearnings for both the 2008 and 2009 f
years. To-date, we have developed approximateigrspercent of our total drillable acreage invepi@ssuming one well per 64®re spacing unit) and
expect to continue to add substantial volumes oflpction on a quarter-over-quarter basis going éodanto the foreseeable future.

As of December 31, 2009, we had established pramuétom 179 gross (9.19 net) wells in which wecdalorking interests, 36 gross (2.04 |
wells of which had established production as of ébelger 31, 2008. Our production at December 319 2f)fproximated 1,508 barrels of oil per «
compared to approximately 460 barrels of oil per @ of December 31, 2008. Our production increeéséd.,986 barrels of oil per day as of March 1120

We drilled with a 100% success rate in 2008 and®20th 176 Bakken or Three Forks wells completedampleting. We also had three succe:
Red River discoveries at December 31, 2009. Adantch 1, 2010, we expect to participate in theidglof approximately 200 gross (15 net) wells 01.0.

Our revenues, costs and net income increased i 20pared to 2008 as we continued our developmlans and significantly increased

production. Revenues for the twelve-month perindeel December 31, 2009 were $14,221,499, compar$d,821,879 for the twelvaonth period ende
December 31, 2008 primarily due to increases inlpcton.
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Adjusted total cash and namash expenses (including production expenses, ptiodutaxes, general and administrative expensiesctdr fees
depletion expenses, depreciation and amortizatipereses) for the twelve
month period ended December 31, 2009 were $10,8826d for the twelve-month period ended DecembePB08 were $3,111,430. Of this amount in
2009, approximately $1,233,507 consisted of noireapense related to the issuance of restrictett stod an additional $4,250,983 consisted of naf-ca
depletion expenses. Depletion expenses for thivéwaonth period ended December 31, 2008 were $657,

We had net income of $2,798,952 (representing apadely $0.08 per basic share) for the twetventh period ended December 31, Z
compared to adjusted net income of $2,424,340&semting approximately $0.08 per basic shareh®twelve-month period ended December 31, 2008.

Results of Operations for the periods ended Decemb8l, 2007 and December 31, 2008.

Our first successful well commenced drilling in tloairth quarter of 2007, and we did not realizeeraxe from that well until the first quarter
2008. During 2008 we significantly increased otillidg activities compared to 2007, generated meoand achieved net earnings in the third and H
quarters of 2008 and for the 2008 fiscal year asale. Our production at December 31, 2008 appnated 460 barrels of oil per day. This compar
approximately 100 barrels of oil per day as of Deber 31, 2007.

Revenues for the twelve-month period ended Decer@be2008 were $4,321,879, compared to no revefarethe twelvemonth period ende
December 31, 2007. Our expenses in fiscal yeadd6 20d 2007 consisted principally of general amiabtrative costs. Our costs increased moderais
we proceeded with our development plans in 200&allexpenses for the twelve-month period endecebéer 31, 2008 were $3,111,430 and for the twelve:
month period ended December 31, 2007 were $4,533 & had net income of $2,424,340 (representppyoaximately $0.08 per basic share) for
twelve-month period ended December 31, 2008, coedptar a net loss of $4,305,293 for the twelve-maqmttiod ended December 31, 2007.

Operation Plan

We expect to drill approximately 15 net wells ©1® with drilling capital expenditures approximati®67.5 million. The 2010 wells are expecte
target both the Bakken and Three Forks formatidslling capital expenditures are expected to éase in 2010 compared to previously published gaiela
due to the continued success of longer lateralsadddional fractional stimulation stages. We eutly expect to drill wells during 2010 at an agga
completed cost of $4.5 million per well. Basedesolving conditions in the field, we expect to dgpapproximately $10 million towards further stigite
acreage acquisitions during 2010. We expect td &lh2010 commitments using cash-on-hand, cashdiad our currently undrawn credit facility.

Our future financial results will depend primariy: (i) the ability to continue to source and sor@etential projects; (ii) the ability to disco
commercial quantities of oil and gas; (iii) the ketrprice for oil and gas; and (iv) the abilityftdly implement our exploration and developmentgreon
which is dependent on the availability of capidaurces. There can be no assurance that weensllitcessful in any of these respects, that tieegof oi
and gas prevailing at the time of production wil &t a level allowing for profitable production, trat we will be able to obtain additional fundifi
necessary.

Liquidity and Capital Resources

Liquidity is a measure of a compasyability to meet potential cash requirements. Nalee historically met our capital requirements tgto the
issuance of common stock and by short term bormgsvirin the future, we anticipate we will be aldeprovide the necessary liquidity by the revel
generated from the sales of our oil and gas resdrveur existing properties, however, if we do generate sufficient sales revenues we will comtitt
finance our operations through equity and/or detatricings.

The following table summarizes total current asdetal current liabilities and working capital&écember 31, 2009.

Current
Assets $ 42,017,8:

Current
Liabilites $ 8,910,25

Working

Capital $ 33,107,5¢
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CIT Capital USA, Inc. Credit Facility

On February 27, 2009, we completed the closing mévalving credit facility with CIT that providesputo a maximum principal amount of §
million of working capital for exploration and proction operations (the “Credit Facility”)Tlhe borrowing base of funds available under thediCieacility
will be redetermined senainnually based upon the net present value, disedwait 10% per annum, of the future net revenuesateg to accrue from c
interests in proved reserves estimated to be pestifiom our oil and gas properties. $16 millionfimancing is currently available under the Cr
Facility. An additional $9 million of financing atd become available upon subsequent borrowing tEteterminations based on the deployment of
from the Credit Facility. The Credit Facility teimates on February 27, 2012. As of December 309 2®&e had no borrowings outstanding under the i€
Facility.

We have the option to designate the reference oétanterest for each specific borrowing under theedt Facility as amounts ¢
advanced. Borrowings based upon the London intérbéfering rate (LIBOR) will be outstanding forpeeriod of one, three or six months (as designag
us) and bear interest at a rate equal to 5.50% tnepne-month, three-month or shenth LIBOR rate to be no less than 2.50%. Anyrdeings no
designated as being based upon LIBOR will havepeeified term and generally will bear interest aate equal to 4.50% over the greater of (a) theeat
threemonth LIBOR rate plus 1.0% or (b) the current prirate as published by JP Morgan Chase Bank, N.&.hd&le the option to designate either pri
mechanism. Payments are due under the Credittifaiarrears, in the case of a loan based on IRB® the last day of the specified loan period iartthe
case of all other loans on the last day of eachcMalune, September and December. All outstanglimgipal is due and payable upon termination @
Credit Facility.

The applicable interest rate increases under thegiCFacility and the lenders may accelerate paysender the Credit Facility, or call
obligations due under certain circumstances, uporwent of default. The Credit Facility referensesious events constituting a default on the G
Facility, including, but not limited to, failure tpay interest on any loan under the Credit Facilityy material violation of any representation @rranty
under the Credit Agreement in connection with tmed Facility, failure to observe or perform cémtaovenants, conditions or agreements under tlei
Facility, a change in control of our company, défander any other material indebtedness we miglrtehbankruptcy and similar proceedings and failo
pay disbursements from lines of credit issued utiteCredit Facility.

The Credit Facility requires that we enter intornaas agreement with Macquarie Bank Limited (“Macdeigrto hedge production over the 8@entt
term of the Credit Facility. We have strategicadiytered into constant priced swap arrangements Miétcquarie since inception of the Credit Facitiy
hedge our expected production. A full discussibow current swap arrangements is set forthQudntitative and Qualitative Disclosures about MaRisk
— Commodity Price Risk” in Item 7A of this report.

All of our obligations under the Credit Facilityéthe swap agreements with Macquarie are securedfipst priority security interest in any and
of our assets pursuant to the terms of a GuaranttyCallateral Agreement and perfected by a mortgaggce of pledge and security and similar docuisien
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Follow-On Equity Offerings

On June 30, 2009, we completed a follow-equity offering pursuant to which we sold 2.28lian shares of common stock to various institogi
investors for $6.00 per share, resulting in grassgeds of $13.5 million. Net proceeds to our canypfollowing deduction of agency fees and expemssrs
approximately $12.7 million and were used to repatstanding borrowings under our Credit Facilitsipparily including borrowings incurred in conneat
with our acquisition of North Dakota Bakken as$etsn Windsor Bakken LLC. C.K. Cooper & Companyexths lead placement agent for the offering.

On November 4, 2009, we completed an additiondbfebn equity offering pursuant to which we sold 6.3lioni shares of common stock
various institutional investors for $9.12 per shaesulting in gross proceeds of $59.3 million.t eceeds to our company following deduction ofragy
fees and expenses were approximately $56.3 andwserkto repay outstanding borrowings under oudi€Fecility, pursue acquisition opportunities &nc
other working capital purposes. Canaccord Adamsdanted as lead placement agent for the offerfiG Partners, LLC acted as ptacement agent for t
offering.

Satisfaction of Our Cash Obligations for the NextMonths

With the addition of equity capital during 2009 amar Credit Facility, we believe we have sufficieaipital to meet our drilling commitments
expected general and administrative expenses éonéit twelve months at a minimum. Nonethelesg, stirategic acquisition of assets may require |
access the capital markets at some point in 28016.may also choose to access the equity capitdkatsarather than our Credit Facility or other «
instruments to fund accelerated or continued dgliat the discretion of management and dependingrevailing market conditions. We will evaluatey
potential opportunities for acquisitions as theger Given our notteveraged asset base and anticipated growing tash, fwe believe we are in a positior
take advantage of any appropriately priced salasrfay occur. However, there can be no assurdrateany additional capital will be available to an
favorable terms or at all.

Over the next 24 months it is possible that ousting capital, the Credit Facility and anticipafedds from operations may not be sufficien
sustain continued acreage acquisition. Consegyemd may seek additional capital in the futurduiad growth and expansion through additional eqat
debt financing or credit facilities. No assurame®m be made that such financing would be availadid, if available it may take either the form obtler
equity. In either case, the financing could havegative impact on our financial condition and stackholders.

Though we achieved profitability in 2008 and renegiprofitable throughout 2009, our prospects mestdnsidered in light of the risks, exper
and difficulties frequently encountered by compariietheir early stage of operations, particulaxdynpanies in the oil and gas exploration indus8uct
risks include, but are not limited to, an evolviagd unpredictable business model and the manageshgnbwth. To address these risks we must, ai
other things, implement and successfully executebosiness and marketing strategy, continue toldpvand upgrade technology and products, respc
competitive developments, and attract, retain antivate qualified personnel. There can be no as®er that we will be successful in addressing sis&is
and the failure to do so can have a material adveffect on our business prospects, financial ¢amdand results of operations.

Effects of Inflation and Pricin

The oil and gas industry is very cyclical and themdnd for goods and services of oil field companseppliers and others associated witt
industry put extreme pressure on the economicl#yaéind pricing structure within the industry. digally, as prices for oil and natural gas increasedo a
associated costs. Conversely, in a period of di@giprices, associated cost declines are likellagoand may not adjust downward in proportion.tévial
changes in prices also impact our current revetrears, estimates of future reserves, borrowing lbamilations of bank loans, impairment assessna
oil and gas properties, and values of propertigaiichase and sale transactions. Material changa$ces can impact the value of oil and gas caorgsan:
their ability to raise capital, borrow money anthie personnel. While we do not currently expagsibess costs to materially increase, higher pificesil
and natural gas could result in increases in tisésaaf materials, services and personnel.
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Contractual Obligations and Commitments

As of December 31, 2009, we did not have any naltiyngterm debt obligations, capital lease obligationggrating lease obligations or purct
obligations requiring future payments other than affice lease that expires on January 31, 2018,arstanding promissory notes issued to our eka
officers. The following table illustrates our coadtual obligations as of December 31, 2009.

Payment due by Perioc

Less than 1 More than 5
Contractual Obligations Total year 1-3 years 3-5 years years

Office Lease®) $ 462,47: % 148,15. $ 314,320 $ = g ==
Note Payable to Michael L. Reg®@ $ 250,00 $ - $ 250,000 $ - ¢ -
Note Payable to Ryan R. Gilberts® $ 250,00 $ - % 250,00 $ - $ --
Automobile Lease§) $ 61,11¢ $ 41,37. $ 19,74« $ - $ -

$ 102359 $ 189,52: $ 834,060 $ = g =
@ Our office lease commenced on February 1, 200&antinues for a period of five yea
@ In February 2009, our Audit Committee and the Cengation Committee approved the issuance of $2680pdidicipal amount nonegotiable

unsecured subordinated promissory notes to botha¢icReger — our Chief Executive Officer — and R@lbertson — our Chief Financial Officer
in lieu of paying cash bonuses earned in 2008. Adtes bear interest at a rate of 12% per annumaendubordinate to any secured debt o
company. Our Credit Facility now limits our abylito make interest and principal payments on thies10All unpaid principal and interest on
notes are due and payable in full in a single lsom on March 8, 201.

® In July 2007, we entered into automobile leasesvédicles utilized by two of our employees, whictpiee in July, 2010. In September 2008
entered into automobile leases for vehicles utlliag two additional employees, which expire in $emter, 2011

Product Research and Developm
We do not anticipate performing any significantdarot research and development given our currentgfl@peration.

Expected Purchase or Sale of Any Significant Eqaig

We do not anticipate the purchase or sale of aagtpr significant equipment as such items arereqired by us at this time or anticipated t
needed in the next twelve months.

Critical Accounting Policies

Note 2 to the Financial Statements and Accompanipiatgs appearing elsewhere in this report desaréimus accounting policies critical to
understanding of our financial condition.
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Off-Balance Sheet Arrangements

We currently do not have any dilance sheet arrangements that have or are rdédgdikaly to have a current or future effect onrdinancia
condition, changes in financial condition, revenoesxpenses, results of operations, liquidity,itehgxpenditures or capital resources that is raltéo
investors.

Item 7A. Quantitative and Qualitative Disclosures about MakRisk
Commodity Price Risk

The price we receive for our oil and natural gasdpction heavily influences our revenue, profitdjilaccess to capital and future rate
growth. Crude oil and natural gas are commodéias, therefore, their prices are subject to widetélations in response to relatively minor charigessipply
and demand. Historically, the markets for oil @yja$ have been volatile, and these markets willylikentinue to be volatile in the future. The gscwe
receive for our production depend on numerous fadteyond our control. Our revenue during 200%galy would have increased or decreased along
any increases or decreases in crude oil or nagasaprices, but the exact impact on our incomedsterminable given the variety of expenses aswsatiaitt
producing and selling oil that also increase aratetese along with oil prices.

We have previously entered into derivative congdotachieve a more predictable cash flow by redpoiur exposure to oil and natural gas
volatility. On November 1, 2009, due to the vdigtiof price differentials in the Williston Basinye deeesignated all derivatives that were previo
classified as cash flow hedges and in addition,haee elected not to designate any subsequent tieeiveontracts as accounting hedges. As suc
derivative positions are carried at their fair vabn the balance sheet and are markedddket at the end of each period. Any realizedwdalized gains
losses are recorded as gain (loss) on derivatiggsan an increase or decrease in revenues oratem®nt of Operations rather than as a comporiethel
comprehensive income (loss) or other Income (exg@end/e had the following swap arrangements oudlitgnas of December 31, 2009:

Volumes
Dates (bbl/month) Price
January 20~ December 201 3,00 $ 51.2¢
January 201- December 201 2,00 $ 51.2¢
January 201z— February 201. 1500 $ 51.2¢
Volumes
Dates (bbl/month) Price
January 201~ December 201 1500 $ 66.1F
January 201- December 201 1,50C $ 66.1¢F
Volumes
Dates (bbl/month) Price
January 201~ December 201 7,00C $ 82.6(
January 201- December 201 4000 $ 82.6(
Volumes
Dates (bbl/month) Price
January 201~ December 201 3,00 $ 84.2¢
January 201- December 201 1500 $ 84.2¢

Interest Rate Risk

We did not have outstanding any borrowings underooedit facilities or other obligations that wowdbject us to significant interest rate ris
December 31, 2009. Our Credit Facility entered wnith CIT on February 27, 2009, will, however, @db us to interest rate risk on borrowings unthex
facility.

Our Credit Facility with CIT allows us to fix thaterest rate of borrowings under our Credit Facflir all or a portion of the principal balance &
period up to six months. To the extent the interate is fixed, interest rate changes affect tretruments fair market value but do not impact result
operations or cash flows. Conversely, for theiporbf our borrowings that has a floating intereste, interest rate changes will not affect the faarke
value but will impact future results of operatiar cash flows.
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Item 8. Financial Statements and Supplementary Data

Our Financial Statements required by this itemiackided on the pages immediately following theelndo Financial Statements appearing on
F-1.

Item 9. Changes In and Disagreements with Accountants orcAgnting and Financial Disclosure

None.

Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

We maintain a system of disclosure controls andgutares that is designed to ensure that informaéiqunired to be disclosed in our Exchange
reports is recorded, processed, summarized andteepwithin the time periods specified in the SEQules and forms, and that such informatic
accumulated and communicated to our managementiding our Chief Executive Officer and Chief Fin&icOfficer, as appropriate, to allow tim
decisions regarding required disclosures.

As of December 31, 2009, our management, includingChief Executive Officer and Chief Financial iOfr, had evaluated the effectiveness o
design and operation of our disclosure controls @ededures (as defined in Exchange Act Rules B8a}lnd 15d-15(e)) pursuant to Rule 13gb) unde
the Exchange Act. Based upon and as of the datheo&valuation, our Chief Executive Officer andig€hrinancial Officer concluded that informat
required to be disclosed is recorded, processedmsuized and reported within the specified periadd is accumulated and communicated to manage
including our Chief Executive Officer and Chief Rirtial Officer, to allow for timely decisions redarg required disclosure of material informatioguiec
to be included in our periodic SEC reports. Basedhe foregoing, our management determined thatisalosure controls and procedures were effecti
of December 31, 2009.

Management’s Annual Report on Internal Control overFinancial Reporting

Our management is responsible for establishing mathtaining adequate internal control over finahceporting, as such term is definec
Exchange Act Rule 1345(f). The design of any system of controls isdlolis part upon certain assumptions about theiliget of future events, and th
can be no assurance that any design will succeedlireving its stated goals under all potentialifatconditions, regardless of how remote. iAterna
control systems, no matter how well designed, hakierent limitations. Because of its inherent tations, internal control over financial reportingy no
prevent or detect misstatements. Projections pfesaluation of effectiveness to future periods subject to the risk that controls may become igadé
because of changes in conditions, or that the éegfreompliance with the policies or procedures meteriorate. Therefore, even those systems ditet
to be effective can provide only reasonable asserarith respect to financial statement preparadiah presentation.

We carried out an evaluation, under the supervisioth with the participation of our Chief Executi@éficer and Chief Financial Officer, of t
effectiveness of our internal controls over finaheceporting as of December 31, 2009. In making dlssessment, our management used the criteffiarth
by the Committee of Sponsoring Organizations oftreadway Commission (COSO) in “Internal Contraelyrated Framework.Based on this assessm
management believes that, as of December 31, 2009nternal control over financial reporting wateetive based on those criteria. There have @
changes in internal control over financial repatiince December 31, 2009, that has materiallycegteor is reasonably likely to materially affear interna
control over financial reporting.

The effectiveness of our internal control over fical reporting as of December 31, 2009 has beelitegliby Mantyla McReynolds LLC,
independent registered public accounting firm,tated in their report which is included herein ba following page.

32




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
Northern Oil and Gas, Inc

We have audited Northern Oil and Gas, Is§the Company) internal control over financialoging as of December 31, 2009, based on critetizbished i
Internal Contro—Integrated Frameworissued by the Committee of Sponsoring Organizatidrise Treadway Commission (COSO). The Company’s
management is responsible for maintaining effedtiternal control over financial reporting and ftrassessment of the effectiveness of internarabover
financial reporting included in the accompanyingrndgement’s Annual Report on Internal Control OvieaRcial Reporting (Item 9A). Our responsibility is
to express an opinion on the Company’s internatrobover financial reporting based on our audit.

We conducted our audit in accordance with the statedof the Public Company Accounting Oversighti@q@nited States). Those standards require that we
plan and perform the audit to obtain reasonableraese about whether effective internal controlrdir@ncial reporting was maintained in all matéria
respects. Our audit of internal control over finaheeporting included obtaining an understandih@ternal control over financial reporting, assegshe

risk that a material weakness exists, and testiigealuating the design and operating effectivenéiternal control based on the assessed riskaQdit

also included performing such other procedureseasamsidered necessary in the circumstances. Visveehat our audit provides a reasonable basisuor
opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablesassuregarding the reliability of financial repog and
the preparation of financial statements for extiepuaposes in accordance with generally accepteduating principles. A company’s internal controko
financial reporting includes those policies andcerdures that (1) pertain to the maintenance ofrdscihat, in reasonable detail, accurately andyfeaflect
the transactions and dispositions of the assdtseafompany; (2) provide reasonable assurancéréresactions are recorded as necessary to permit
preparation of financial statements in accordanitie generally accepted accounting principles, drad teceipts and expenditures of the company ang be
made only in accordance with authorizations of mg@n@ent and directors of the company; and (3) peoxdsonable assurance regarding prevention or
timely detection of unauthorized acquisition, usedisposition of the company’s assets that coaleta material effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detaisstatements. Also, projections of any evatuatif
effectiveness to future periods are subject taitiethat controls may become inadequate becauskeasfges in conditions, or that the degree of canpé
with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all malaespects, effective internal control over fic&l reporting as of December 31, 2009, baseditaria
established ifnternal Control—Integrated Frameworksued by COSO.

We have also audited, in accordance with the stdsd# the Public Company Accounting Oversight Blo@inited States), the balance sheets of Northdr
and Gas, Inc. as of December 31, 2009 and 200&hanelated statements of operations, stockhdldgtsty, and cash flows for each of the yearsim t
three-year period ended December 31, 2009, anteport dated March 8, 2010 expressed an unquabfiéaion on those financial statements.

Mantyla McReynolds LLC
Salt Lake City, Utah
March 8, 2010
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Item 9B. Other Information

None.
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PART IlI

We are incorporating by reference information enis 10 through 14 below from the definitive proxgtement for our 2010 Annual Meeting
Stockholders, which we intend to file with the SE@ later than 120 days subsequent to Decemb&08B.

Item 10. Directors, Executive Officers and Corporate Goverree
Executive Officers of the Registrant

Pursuant to Instruction 3 to Item 401(b) of RedulaS-K and General Instruction G(3) to FormK.Othe following information is included in Pal
of this annual report. The following are our exteaiofficers as of March 1, 2010.

Name Age Positions
Michael L. Rege 33 Chairman, Chief Executive Officer and Secrel
Ryan R. Gilbertsol 33 Director and Chief Financial Office

Michael L. Regehas served as our Chief Executive Officer, Seqyedad a Director since March 2007. Mr. Reger hasnbprimarily involved i
the acquisition of oil, gas and mineral rights fos entire professional life and is a director afg@r Oil based in Billings, Montana. Mr. Regerdsot
Bachelor of Arts in Finance and an MBA in Financafdgement from the University of St. Thomas inPaul, Minnesota. The Reger family has a histo
acreage acquisition in the Williston Basin datind 852.

Ryan R. Gilbertsotas served as our Chief Financial Officer and @&®@ar since March 2007. Mr. Gilbertson’s last fiosi prior to cofounding
Northern was at Piper Jaffray in Minneapolis fronargh 2004 to August 2006. Prior to Piper JafflRyan was a portfolio manager at Telluride A
Management, a mulstrategy hedge fund based in Wayzata, Minnesoyan Rolds a BA from Gustavus Adolphus College terdnational Business/Finan

The remaining information required by this Iteminsorporated by reference to the definitive proxgtement for our 2010 Annual Meeting
Stockholders, which we intend to file with the SE@ later than 120 days subsequent to Decemb&08B.

We have adopted a Code of Business Conduct andsBtat applies to our chief executive officer,etHinancial officer and persons perform
similar functions. A copy is available on our wighsat www.northernoil.com We intend to post on our website any amendnmentsr waivers from, ot
Code of Business Conduct and Ethics pursuant toutbe of the SEC and NYSE Amex Equity Market.

Item 11. Executive Compensation

The information required by this Item is incorpadtby reference to the definitive proxy statementdur 2010 Annual Meeting of Stockhold:
which we intend to file with the SEC not later thE20 days subsequent to December 31, 2009.
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Item 12. Security Ownership of Certain Beneficial Owners ahfinagement and Related Stockholder Matters

Securities Authorized for Issuance under Equity Comensation Plans

The following table provides information with regp& our common shares issuable under our eqaitypensation plans as of December 31, 2009:

Number of
securities
remaining
available for
future
Number of issuance unde
securities to be Weighted- equity
issued upon average compensation
exercise of exercise price plans
outstanding of outstanding (excluding
options, options, securities
warrants and warrants and reflected in
rights rights column (a))
Plan Category (@) (b) (c)
Equity compensation plans approved by security holers
2006 Incentive Stock Option Pl 300,00 $ 5.1¢ 340,00(
2009 Equity Incentive Pla - - 2,357,08.
Equity compensation plans not approved by securitholders
None - - -
Total 300,00 $ 5.1¢ 2,697,08.

The remaining information required by this Iteminsorporated by reference to the definitive proxgtement for our 2010 Annual Meeting
Stockholders, which we intend to file with the SE@ later than 120 days subsequent to Decemb&08B.

Item 13. Certain Relationships and Related Transactions, abutector Independence

The information required by this Item is incorpadtby reference to the definitive proxy statementdur 2010 Annual Meeting of Stockhold:
which we intend to file with the SEC not later thE20 days subsequent to December 31, 2009.

Item 14. Principal Accountant Fees and Services

The information required by this Item is incorpadtby reference to the definitive proxy statementdur 2010 Annual Meeting of Stockhold
which we intend to file with the SEC not later thE20 days subsequent to December 31, 2009.
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PART IV

Item 15. Exhibits and Financial Statement Schedules

@)

(b)

Documents filed as Part of this Répor

1. Financial Statement

See Index to Financial Statements on page F-1.

2. Financial Statement Schedu

All schedules are omitted because they are eithieapplicable or required information is shownhe financial statements or notes thereto.

Exhibits:

1934, as amended, under file number 000-33999.

Exhibit No. Description

Unless otherwise indicated, all documents incorgaray reference into this report are filed with SEC pursuant to the Securities Exchange Act of

Reference

3.1

Composite Articles of Incorporation of Northern @iid Gas, Inc

Incorporated by reference to Exhibit 3.1 to oumpany’s Annual
Report on Form 10-K/A (Amendment No. 3) filed witite SEC on
June 24, 200

3.2

Amended and Restated Bylaws of Northern Oil and Gas

Incorporated by reference to Exhibit 99.2 to thgiReant’'s Current
Report on Form 8-K filed with the SEC on Decemhbe2@7 (File
No. 00(-30955)

4.1

Specimen Stock Certificate of Northern Oil and Gas,

Incorporated by reference to Exhibit 2.2 to the iBtegtion
Statement on Form SB-2 filed with the SEC on Juhe2007, as
amended (File No. 3:-143648)

10.1

Form of Warrant

Incorporated by reference to Exhibit 10.2 to therent report on
Form 8-K filed with the SEC on September 14, 206ie(No. 000-
30955)

10.2*

Amended and Restated Employment Agreement by ameeba
Northern Oil and Gas, Inc. and Michael L. Regetedaanuary
30, 200¢

Incorporated by reference to Exhibit 10.2 to thgiReant's Current
Report on Form 8-K filed with the SEC on Februar2@09 (File
No. 00(-30955)

10.3*

Amended and Restated Employment Agreement by ameeba
Northern Oil and Gas, Inc. and Ryan R. Gilbertstated January
30, 200¢

Incorporated by reference to Exhibit 10.3 to thgiReant’'s Current
Report on Form 8-K filed with the SEC on Februar2@09 (File
No. 00(-30955)

10.4

Irrevocable Proxy Provided by Joseph A. Geradimerlie
Geraci, Lantern Advisers, LLC, Isles Capital, LL&daMill City
Ventures, LP, dated February 21, 2(

Incorporated by reference to Exhibit 10.1 to thgiReant’'s Current
Report on Form 8-K filed with the SEC on March 2008 (File
No. 00(-30955)

105

Agreement by and between Northern Oil and Gas,dnd.
Deephaven MCF Acquisition LLC dated April 14, 2008

Incorporated by reference to Exhibit 10.1 to thgiReant’'s Current
Report on Form 8-K filed with the SEC on April 2808 (File
No. 00(-30955)

10.6

Second Amendment to Agreement by and between Naortbi¢
and Gas, Inc. and Deephaven MCF Acquisition LL&datpril
14, 2008

Incorporated by reference to Exhibit 10.1 to thgiReant's Current
Report on Form & filed with the SEC on September 29, 2008 (
No. 00(-30955)
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Exhibit No.

Description

Reference

10.7

Registration Rights Agreement By and Among North@iirand
Gas, Inc. and Deephaven MCF Acquisition LLC dateuilAL4,
2008

Incorporated by reference to Exhibit 10.2 to thgiReant’'s Current
Report on Form 8-K filed with the SEC on April 2808 (File
No. 00(-30955)

10.8

Lease Purchase Agreement By and Between Northéam@®iGas
Inc. and Woodstone Resources, L.L.C.

Incorporated by reference to Exhibit 10.1 to thgiReant's Current
Report on Form 8-K filed with the SEC on June 1002 (File
No. 00(-30955)

10.9*

Northern Qil and Gas, Inc. 2009 Equity Compensafitam

Incorporated by reference to Exhibit 10.1 to thgiReant’'s Current
Report on Form 8-K filed with the SEC on Februar2@09 (File
No. 00(-30955)

10.10

Credit Agreement dated as of February 27, 2009 grivanthern Oi
and Gas, Inc., as Borrower, CIT Capital USA Ins.Aaministrative
Agent, and The Lenders Party Her

Incorporated by reference to Exhibit 10.1 to thgiReant's Current
Report on Form 8-K filed with the SEC on March @09 (File
No. 00(-30955)

10.11

Form of Note Under that Certain Credit Agreemernédas of
February 27, 2009 among Northern Qil and Gas, &sxBorrower,
CIT Capital USA Inc., as Administrative Agent, aflde Lenders
Party Heretc

Incorporated by reference to Exhibit 10.2 to thgiReant’'s Current
Report on Form 8-K filed with the SEC on March @02 (File
No. 000-30955)

10.12

Guaranty and Collateral Agreement dated as of Repr2i7, 2009
made by Northern Oil and Gas, Inc. in favor of @apital USA
Inc., as Administrative Ager

Incorporated by reference to Exhibit 10.3 to thgiReant's Current
Report on Form 8-K filed with the SEC on March @092 (File
No. 00(-30955)

10.13

Guaranty and Collateral Agreement dated as of Repr2i7, 2009
made by Northern Oil and Gas, Inc. in favor of @apital USA
Inc., as Administrative Ager

Incorporated by reference to Exhibit 10.4 to thgiReant's Current
Report on Form 8-K filed with the SEC on March @092 (File
No. 00(-30955)

10.14

Warrant to Purchase Shares of Northern Oil and lBasCommor
Stock Issued to CIT Group/Equity Investments, brcFebruary 27
2009

Incorporated by reference to Exhibit 10.5 to thgiRean’s Current
Report on Form 8-K filed with the SEC on March @02 (File
No. 00(-30955)

10.15*

Northern Oil and Gas, Inc. 2009 Equity Incentivarf

Incorporated by reference to Exhibit 10.1 to thgiReant’'s Current
Registration Statement on Form S-8 filed with tieCn July 16,
2009 (File No. 33-160602)

10.16

Exploration and Development Agreement dated effeciis of April
1, 2009 by and between Slawson Exploration Complacy and
Northern Oil and Gas, Ini

Incorporated by reference to Exhibit 2.1 to the iBtegnt’s Current
Report on Form 8-K filed with the SEC on May 29090

10.17

First Amendment to Credit Agreement dated as of R2y200¢
among Northern Oil and Gas, Inc., CIT Capital UA.] and the
Lenders party therel

Incorporated by reference to Exhibit 10.1 to thgiR®an’s Current
Report on Form 8-K filed with the SEC on May 290920

10.18*

Form of Promissory Note issued to Michael L. Resyad Ryan R.
Gilbertson

Filed herewith

10.19*

Form of Restricted Stock Agreement issued undeNtr¢hern Oil
and Gas, Inc. 2009 Equity Incentive P

Filed herewith
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Exhibit No.

Description

Reference

18.1

Letter from Mantyla McReynolds, LLC Regarding Charig
Accounting Principles

Incorporated by reference to Exhibit 18.1 to thgiReant’'s Current
Report on Form 10-Q filed with the SEC on Octob&rZ2009

23.1 Consent of Independent Registered Public Accouriing Mantyla Filed herewitr
McReynolds LLC

23.2 Consent of Ryder Scott Company, Filed herewitF

311 Certification of the Chief Executive Officer pursuido Rule 13a-14 Filed herewith
(a) or 15d-14(a) under the Securities ExchangeoAtB34, as
adopted pursuant to Section 302 of the Sart-Oxley Act of 2002

31.2 Certification of the Chief Financial Officer pursudo Rule 13a-14 Filed herewith
(a) or 15d-14(a) under the Securities ExchangeoAtB34, as
adopted pursuant to Section 302 of the Sart-Oxley Act of 2002

32.1 Certification of the Chief Executive Officer andi€hFinancial Filed herewith
Officer pursuant to 18 U.S.C. Section 1350, agp#stbpursuant to
Section 906 of the Sarbai-Oxley Act of 200z

99.1 Report of Ryder Scott Company, L Filed herewitr

* Management contract or compensatory plan omgement required to be filed as an exhibit to téport.

39




SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be signe
its behalf by the undersigned, thereunto duly atgkd.

NORTHERN OIL AND GAS, INC.

Date: March 8, 201( By: /s/ Michael L. Rege
Michael L. Rege
Chief Executive Office

POWER OF ATTORNEY

Each person whose signature appears below coestimid appoints, Michael L. Reger and Ryan R. @gba, or either of them, his true and lawful atyr-
in-fact and agent, acting alone, with full power dbstitution and resubstitution, for him and in héawe, place and stead, in any and all capacitiesgtoan'
and all amendments (including post-effective amesmis) to this Annual Report on Form KOand to file the same, with all exhibits theretmd othe
documents in connection wherewith, with the Commaigssgranting unto said attorney-fact and agent, each acting alone, full power arnbaity to do an
perform each and every act and thing requisitereugssary to be done in and about the premisésllyato all intents and purposes as he might arldalc
in person, hereby ratifying and confirming all sattbrney-infact and agent, acting alone, or his substituteubstitutes, may lawfully do or cause to be ¢
by virtue hereof.

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

Signature Title Date
/sl Michael L. Rege Chief Executive Officer, Director and Secretary March 8, 2010
Michael L. Rege
/sl Ryan R. Gilbertso Chief Financial Officer, Principal Financial OfficdPrincipal March 8, 201(
Ryan R. Gilbertsc Accounting Officer, Director
/s/ Loren J. (Toole Director March 8, 2010

Loren J. CToole

/s/ Carter Stewa Director March 8, 2010
Carter Stewar

/sl Jack Kinc Director March 8, 2010
Jack King
/s/ Robert Grab Director March 8, 2010
Robert Grabt
/s/ Lisa Bromiley Meie Director March 8, 2010

Lisa Bromiley Meiel
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
Northern Oil and Gas, Inc

We have audited the accompanying balance sheétsrtdiern Oil and Gas, Inc. (the Company) as of Dwer 31, 2009 an@008, and the related stateme

of operations, stockholders’ equity, and cash fleveeach of the years in the three-year periocedridecember 31, 2009. These financial statemeathar
responsibility of the Company’s management. Oupaasibility is to express an opinion on these fiiahstatements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamlgUnited States). Those standards require that
we plan and perform the audit to obtain reasonaddeirance about whether the financial statemeatses of material misstatement. An audit includes
examining, on a test basis, evidence supportinguh@unts and disclosures in the financial statesnéut audit also includes assessing the accounting
principles used and significant estimates made &yagement, as well as evaluating the overall filghstatement presentation. We believe that ouitaud
provide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of the Company as of Decenigr2009
and 2008, and the results of their operations heid tash flows for each of the years in the threa period ended December 31, 2009 in conformitly w
accounting principles generally accepted in thetééhBtates of America.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the Company’s internal control
over financial reporting as of December 31, 20@&ell on criteria establishedliriernal Control—Integrated Framewoiksued by the Committee of
Sponsoring Organizations of the Treadway Commisg&DSO), and our report dated March 8, 2010 expreas unqualified opinion on the effectiveness of
the Company’s internal control over financial rejpa.

As discussed in Note 2 to the financial statemeh&sCompany has elected to change its methodooliating for accrued drilling costs in 2009.

Mantyla McReynolds LLC
Salt Lake City, Utah
March 8, 2010
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NORTHERN OIL AND GAS, INC.
BALANCE SHEETS
DECEMBER 31, 2009 AND 200¢

ASSETS
Year Ended December 31,
2009
CURRENT ASSETS
Cash and Cash Equivalel $ 6,233,37
Trade Receivable 7,025,01
Other Receivable -
Prepaid Drilling Cost: 1,454,03
Prepaid Expens 143,60
Other Current Asse 201,31
Short- Term Investment 24,903,47
Deferred Tax Asset 2,057,00
Total Current Assets 42,017,81
PROPERTY AND EQUIPMENT
Oil and Natural Gas Properties, Full Cost Methiadl¢ding unevaluated cost
$53,862,529 at 12/31/09 and $35,990,267 at 12/B8) 96,801,62
Other Property and Equipme 439,65
Total Property and Equipme 97,241,28
Less- Accumulated Depreciation and Deplet 5,091,19
Total Property and Equipment, N 92,150,08
LONG - TERM INVESTMENTS -
DEBT ISSUANCE COSTS 1,427,07
DEFERRED TAX ASSET -
Total Asset: $ _135,504,96
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES
Accounts Payabl $ 6,419,53
Line of Credit 834,49
Accrued Expense 316,97
Derivative Liability 1,320,67
Other Liabilities 18,57
Total Current Liabilities 8,910,25
LONG-TERM LIABILITIES
Revolving Line of Credi -
Derivative Liability 1,459,37
Subordinated Note 500,00
Other Noncurrent Liabilitie 243,88
Total Lon¢-Term Liabilities 2,203,26
DEFERRED TAX LIABILITY 922,00
Total Liabilities 12,035,51
STOCKHOLDERS' EQUITY
Common Stock, Par Value $.001; 100,000,000 Auteoki43,911,04
Outstanding (200- 34,120,103 Shares Outstandil 43,91
Additional Pair-In Capital 124,884,26
Retained Earnings (Accumulated Defic 841,89
Accumulated Other Comprehensive Income (L (2,210,62C
Total Stockholders' Equit 123,559,45
Total Liabilities and Stockholders' Equ $ 135,594,96

* See Note .
The accompanying notes are an integral part oktfirancial statement

2008
Adjusted*

$ 780,71
2,028,94.
874,45
4,54

71,55.

1,390,001
5,150,21:

47,260,83:
408,401
47,669,23:
748,42.
46,920,81

2,416,36!

33,00

$ 1,934,81
1,650,721
1,270,07!

18,57«
4,874,17!

117,15
117,157

4,991,33

34,12
51,692,77!
(1,957,06(

(240,774

49,529,06:




NORTHERN OIL AND GAS, INC.
STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 31, 2009, 2008, AND 207

Year Ended December 31

2009 2008 2007
Adjusted *
REVENUES
Oil and Gas Sale $ 15,171,82: $ 3,542,99: $ -
Gain (Loss) on Settled Derivativ (624,541 778,88! -
Mark-to-Market of Derivative Instrumen (363,414
Other Revenu 37,63( - -
14,221,49¢ 4,321,87¢ -
OPERATING EXPENSES
Production Expense¢ 754,97¢ 70,95 -
Production Taxe 1,300,37: 203,18: -
General and Administrative Exper 2,452,82: 1,985,91- 1,754,82¢
Share Based Compensat 1,233,50° 105,37! 2,754,91°
Depletion of Oil and Gas Properti 4,250,98: 677,91! -
Depreciation and Amortizatic 91,79: 67,06( 3,44¢
Accretion of Discount on Asset Retirement Obligat 8,08: 1,03( =
Total Expense 10,092,53¢ 3,111,43I 4,513,18!¢
INCOME (LOSS) FROM OPERATIONS 4,128,96: 1,210,44¢ (4,513,189
OTHER INCOME 135,99: 383,89 207,89t
INCOME (LOSS) BEFORE INCOME TAXES 4,264,95:; 1,594,34( (4,305,293
INCOME TAX PROVISION (BENEFIT) 1,466,00( (830,000 -
NET INCOME (LOSS) $ 2,798,95: $ 2,424,34( $ (4,305,293
Net Income (Loss) Per Common Sh- Basic $ 0.0¢ $ 0.0¢ $ (0.18
Net Income (Loss) Per Common Sh- Diluted $ 0.0¢ $ 0.00 $ (0.18
Weighted Average Shares Outstanc— Basic 36,705,26 31,920, 74 23,667,11
Weighted Average Shares Outstanc- Diluted 36,877,07 32,653,55: 23,667,11¢

*See Note 2

The accompanying notes are an integral part oktfirancial statement
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NORTHERN OIL AND GAS, INC.
STATEMENT OF STOCKHOLDERS' EQUITY (DEFICIT)
FOR THE YEARS ENDED DECEMBER 31, 2009, 2008, AND 200

Accumulated

Other Retained Total
Additional Stock Comprehensive Earnings Stockholders
Common Stock Paid-In Subscriptions Income  (Accumulated  Equity
Shares  Amount Capital Receivable (Loss) Deficit) (Deficit)
Balance— December 31, 200 18,000,000 $ 1,80C $ 38,57 $ (1,400 $ - $ (76,107 $ (37,132
Payment on Stock Subscriptions Receivi - - - 1,40( - - 1,40(
Sale of 2,501,573 Common Shares for $1.0%
Share 2,501,57. 25C 2,626,40: - - - 2,626,652
Private Placement Cos - - (9,933 - - - (9,933
Issued 400,000 Common Shares to Montane
and
Gas, Inc. for Leasehold Intere 400,00t 4C 419,96( - - - 420,00(
Issued 271,440 Shares to Southfork Explora
LLC
for Leasehold Intere: 271,441 27 284,98t - - - 285,017
Balance Immediately Prior to Reverse
Acquisition
with Kentex 21,173,01. 2,117 3,359,98¢ - - (76,107 3,285,99¢
Reverse Acquisition with Kente
Recapitalization of NOG with Kentex
Common
Stock Issued in the Acquisition (Par
Value
Changed to $.001 Per Sha - 19,05€ (19,056 - - - -
Acquisition of Kente» 1,491,110 1,491 (1,491 - - - -
Legal Fee: - - (25,000 - - - (25,000
Introduction Fee - - (12,500 - - - (12,500
Payment to Kentex Stockholde - - (377,500 - - - (377,500
Other Professional Fe - - (36,062 - - - (36,062
Totals of Reverse Acquisiti_1,491,11( 20,547 (471,609 - - - (451,062
Balance Immediately After Reverse
Acquisition
with Kentex 22,664,12. 22,664 2,888,38( - - (76,107 2,834,93"
Issued 173,500 Shares for Consulting F
(Value between $4.75 and $5.18 per Commc
Share) 173,501 174 855,55¢ - - - 855,73(
Compensation Related Stock Option Grz - - 2,366,41° - - - 2,366,41°
Sale of 4,545,455 Common Shares for $3.3(
Share 4,545,45! 4,54E 14,995,45° - - - 15,000,00:
(unit placement
Private Placement Costs net of Warrants
Granted to Ager - - (1,191,000 - - - (1,191,000
Issued 390,000 Common Shares for Leaseh
Interesi 390,001 39C 1,957,41( - - - 1,957,80(
Issued 75,000 Shares as Compens: 75,001 75 388,42 - - - 388,50(
Repurchase of 152,156 Common Shi (152,156 (152) (1,049,724 - - - (1,049,876
Issued Pursuant to Exercise of Opti 1,000,001 1,00C 1,049,00( - - - 1,050,00(
Net Income (Loss - - - - - (4,305,293 (4,305,293
$ $ $ $ $




Issued 7,500 Common Shares for serv
Issued 318,495 Common Shares for Leaseh
Interest

(Value between $2.30 and $11.98 per Com
Share)

Issued 20,000 Common Shares of Restri
Stock for employee servic

Listing Fee Paid to American Stock Excha
Issued Pursuant to Exercise of Opti
Issued Pursuant to Exercise of Warre
Warrant Exercise Cos

Stock Grant Compensati

Unrealized Losses on Auction Rate Securi

Income Tax Benefit from Options Exercis

Net Income- As Adjustec

Balance— December 31, 200

Warrants Issued Included for Debt Issua
Costs

Stock Grant Compensatit

Net Change in Cash Flow Hedge Derivati
Unrealized Gain on Sh-Term Investment
Issued 180,000 shares as Debt Insurance ¢
Issued 283,670 Shares as
Compensation/Director Fe

(Value between $2.84 and $9.70 per Commc
Share)

Sale of 2,250,000 Common Shares for $6.0C
Share

Sale of 6,500,000 Common Shares for $9.1Z2
Share

Issued 128,097 Common Shares for Leaseh
Interesi

(Value between $4.25 and $11.46 per Comn
Share)

Repurchase of 2,084 Common She

Costs of Capital Rais

Issued 361,330 Common Shares of Restricte
Stock

Repurchase of 52,061 Common Sh:
Issued Pursuant to Exercise of Opti
Share Adjustment Related to Kentex Transa

Income Tax Provision for Share Based
Compensatiol

Net Income

7,501 € 49,86° - - 49,87t
318,49! 31¢ 2,084,05! - - 2,084,37:
20,001 20 (20 - - -

- - (65,000, - - (65,000
260,00 260 933,54( - - 933,80(
4,818,181 4,818 2597724« - - 25,982,06:
- - (77,204 - - (77,204

- - 105,37¢ - - 105,37

- - - (240,774 - (240,774

- - 425,00( - - 425,00(

- - - 2,424,340 2,424,34(

$ $ $ $
34,120,10: 34,121 51,692,776 (240,774 (1,957,060) 49,529,063
- - 221,15 - - 221,15
- - 366,69 - - 366,69(
- - - (1,483,639 - (1,483,639
- - - (486,207 - (486,207
180,001 18¢ 475,02( - - 475,20(
283,67 28¢ 2,092,69: - - 2,092,97¢

2,250,001 2,25 13,497,75( - - 13,500,00(

6,500,001 6,50C  59,273,50( - - 59,280,00(
128,09 12¢ 1,115,61( - - 1,115,73¢
(2,084 2 (20,213 - - (20,215

- - (3,785,264 - - (3,785,264
361,33 361 (361 - - -
(52,061 (52) (517,948 - - (518,000
100,00 10C 517,90 - - 518,00(
41,98 4z (42 - - -

- - (45,000 - - (45,000

- - - - 279895,  2,79895:




$ $ $ $
elaiee Bl 20 200 43,911,04-43912 124,884,266 - $  (2,210,62C $ 841,892 123,559,450

The accompanying notes are an integral part oetfirancial statement
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NORTHERN OIL AND GAS, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2009, 2008, AND 207

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income (Loss
Adjustments to Reconcile Net Income (Loss) to Glash Provided b
(Used for) Operating Activities

Depletion of Oil and Gas Properti

Depreciation and Amortizatic

Amortization of Debt Issuance Co

Accretion of Discount on Asset Retirement Obligas

Income Tax Provision (Benefi

Issuance of Stock for Consulting Fe

Loss on Sale of Available for Sale Securi

Market Value adjustment of Derivative Instrume

Lease Incentives Receiv

Amortization of Deferred Rel

Share- Based Compensation Expet

Changes in Working Capital and Other lItel
Increase in Trade Receivab
Increase (Decrease) in Other Receiva
Increase in Prepaid Expens
Increase in Other Current Ass
Increase in Accounts Payal
Increase (Decrease) in Accrued Exper

Net Cash Provided By (Used For) Operating Aced

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Office Equipment and Furnit
Decrease (Increase) in Prepaid Drilling Ct
Proceeds from Sale of Oil and Gas Prope
Purchase of Available for Sale Securi
Proceeds from Sale of Available for Sale Secuw
Increase in Oil and Gas Propert
Net Cash Used For Investing Activiti

CASH FLOWS FROM FINANCING ACTIVITIES
Increase in Margin Loa
Payments on Line of Crec
Advances on Revolving Credit Facili
Repayments on Revolving Credit Facil
Repayments of Convertible Notes Payable (RelatetyF
Cash Paid for Listing Fe
Proceeds from Derivative
Increase in Subordinated Notes,
Debt Issuance Costs P
Proceeds from the Issuance of Common S- Net of Issuance Cos
Proceeds from Exercise of Stock Opti
Net Cash Provided by Financing Activiti

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALEN TS

CASH AND CASH EQUIVALENTS - BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS - END OF PERIOD

Supplemental Disclosure of Cash Flow Informatior
Cash Paid During the Period for Interest
Cash Paid During the Period for Income Te

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

Payment of Consulting Fees through Issuance ofrtamStock

Year Ended December 31

2009 2008 2007
Adjusted *
$ 2,798,95 $ 2,424,34( $ (4,305,293
4,250,98 677,91! -
91,79 67,06( 3,44t
459,34
8,08 1,03( -
1,466,00 (830,000 -
- 49,87! 855,73
- 38: -
363,41 (95,148 -
- 91,32(
(18,573 (17,026 -
1,213,29 105,37! 2,754,91°
(4,996,07C (2,028,941 -
874,45 (874,453 -
(72,052 (45,874 (24,556
(158,334 - -
4,484,722 1,821,55t¢ 113,25«
(953,098 1,159,08: 110,99:
9,812,91 2,506,49:. (491,509
(31,256 (363,631 (44,769
(1,449,485 359,74 (364,290
- 468,60 -
(24,106,294 (3,800,524 -
800,00 975,00( -
(47,061,666 (37,997,157 (4,669,699
(71,848,701 (40,357,962 (5,078,758
- 1,650,72( -
(816,228 = i
29,750,00 - -
(29,750,000 = i
. - (165,000
- (65,000 -
- 95,14t -
500,00 -
(1,190,061 - -
68,994,73 25,904,85¢ 14,997,99:.
- 933,80( -
67,488,44 28,519,52¢ 14,832,99.
5,452,65! (9,331,944 9,262,72!
780,711 10,112,66( 849,93!
$ 6,233,37: $ 780,71t $10,112,66(
$ 624,71 $ - $ -
$ - $ - $ -
$ 1,115,73 $ 2,084,37: $ 2,662,811
$ - $ 49,87! $  855,73(




Payment of Compensation through Issuance of Contock $ 121329 $ - $  388,50(
Capitalized Asset Retirement Obligatic $ 137,22, $ 60,40 $ -
Cashless Exercise of Stock Optic $ 518,001 $ - $ 1,050,00(
Fair Value of Warrants Issued for Debt Issuancst§ $ 221,15; $ = $ -
Payment of Debt Issuance Costs through IssuanCeminon

Stock $ 475,20! $ - $ -

* See Note :

The accompanying notes are an integral part oktfirancial statement
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NORTHERN OIL AND GAS, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009

NOTE1l ORGANIZATION AND NATURE OF BUSINESS

Northern Oil and Gas, Inc. (tt*“Company,” “we,” “us,” “our” and words of similamiport) is a growtteriented independent energy company engaged
acquisition, exploration, exploitation and devel@mnof oil and natural gas properties. Prior ta®ha20, 2007, our name was “Kentex Petroleum, Irithé
Company took its present form on March 20, 2007emkKentex completed a so-called short-form merg#r ks wholly-owned subsidiary, Northern Qil &
Gas, Inc. ("NOG”), a Nevada corporation engagedhm Companys current business, in which NOG merged into Keraest Kentex was the survivi
entity. The Company’s common stock trades on tireedcan Stock Exchange under the symbol “NOG”.

The Company will continue to focus on projects he bil and gas industry primarily based in the Robkountains and specifically the Williston Ba
Bakken Shale formation. The Company has begunueldg its substantial leasehold in the Bakken jaliagt will continue to do so as well as target add
opportunities in emerging plays utilizing its firstover leasing advantage. The Company participaitea heads up basis in the drilling of wells om
leasehold. The Company owns working interest itisjyand does not lease land to operators. Topist we have participated only in wells operaby
others but have a substantial inventory of highkivay interest locations that we have begun to dgveMe believe the advantage gained by particigas
non-operating partner in approximately 179 gross oillsveompleted as of December 31, 2009 has givevalisble data on completions and will help
operating partners control well costs and enhaeselts as we continue to develop our higher workitgrest sections in 2010 and beyond.

The Company participates on a heads up basis propate to its working interest in a declared drdlunit. Although to this point we have particigd with
interests ranging from approximately 1% to 61%,expect to participate in incrementally higher warkinterest drilling units. Our current North D&
and Montana acreage position in the growing WdlisBasin Bakken and Three Forks Play exposes appooximately 162 net wells based on 640
spacing units and 255 net wells based on 320 gmaeirgy units. With 32@cre spacing units we have the ability to drill mpmately 578 net well
including 255 net wells targeting the Bakken forimrat 255 net wells targeting the Three Forks foioratnd 68 net wells targeting the Red River foiorat

Our land acquisition and field operations, alonthwiarious other services, are primarily outsourttedugh the use of consultants and drilling pagnd he
Company will continue to retain independent contbicto assist in operating and managing the poises well as to carry out the principal and negg
functions incidental to the oil and gas busina@ath the additional acquisition of oil and natuggls properties, the Company intends to continueséobot!
in-house employees and outside consultants to digeld exploit its leasehold interests.

As an independent oil and gas producer, the Compameyenue, profitability and future rate of grovette substantially dependent on prevailing price
natural gas and oil. Historically, the energy nesskhave been very volatile and it is likely th@tand gas prices will continue to be subject tale
fluctuations in the future. A substantial or exted decline in natural gas and oil prices couldehavmaterial adverse effect on the Compsufiiancia
position, results of operations, cash flows angssdo capital, and on the quantities of naturslagal oil reserves that can be economically pratluce

NOTE 2  SIGNIFICANT ACCOUNTING POLICIES

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




Cash and Cash Equivalents

The Company considers highly liquid investmentdwiitsignificant interest rate risk and original mndtfes to the Company of three months or lessetads!
equivalents. Cash equivalents consist primarilyinbérestbearing bank accounts and money market funds. c@sh positions represent assets he
checking and money market accounts. These agsegemerally available to us on a daily or weekdgib and are highly liquid in nature. Due to théahce
being greater than $250,000, we do not have FDi@rege on the entire amount of bank deposits. cbhgany believes this risk is minimal. In additiere
are subject to Security Investor Protection Corpona(SIPC) protection on a vast majority of ourdincial assets.

ShortTerm Investments

All marketable debt and equity securities and WhiBtates Treasuries that are included in short-tes@stments are considered availabledale and al
carried at fair value. The short-term investments considered current assets due their maturity 6@ the company’ ability and intent to use them to f
current operations. The unrealized gains and $osskated to these securities are included in aatated other comprehensive income (loss). V
securities are sold, their cost is determined basetthe first-in firstout method. The realized gains and losses retatétese securities are included in o
income in the statements of operations.

Other Property and Equipment

Property and equipment that are not oil and gapasties are recorded at cost and depreciated tisingtraightine method over their estimated useful i
of three to five years. Expenditures for replacetserenewals, and betterments are capitalizedntsteance and repairs are charged to operatic
incurred. Longived assets, other than oil and gas properties,eanluated for impairment to determine if curremtumstances and market conditi
indicate the carrying amount may not be recoveralle have not recognized any impairment lossesamn oil and gas lonfived assets. Depreciati
expense was $91,794, $67,070, and $3,446 for tes yaded December 31, 2009, 2008, and 2007.

Debt Issuance Costs

In February 2009, the Company entered into a réwgleredit facility with CIT Capital USA, Inc. (C)T(See Note 9). The Company incurred costs rel@
this facility that were capitalized on the Balar®leeet as Debt Issuance Costs. Included in the Bsbance Costs are direct costs paid to thirdgsafo
broker fees and legal fees, 180,000 shares ofatestrcommon stock paid as additional compensdtioibroker fees, and the fair value of 300,000 aait
issued to CIT. The fair value of the warrants walsulated using the Blackeholes valuation model based on factors preseghedime of closing. CIT ci
exercise these warrants at any time until the wésraxpire in February 2012. The exercise pric¢hefwarrants is $5.00 per warrant. The total amt
capitalized for Debt Issuance Costs is $1,670,006e capitalized costs are being amortized foretlyears over the term of the facility using theeetifve
interest method. In May 2009, the Company amerttledrevolving credit facility with CIT to allow foadditional borrowings. The Company incul
$216,414 of direct costs related to this amendme&he capitalized costs will be amortized over timaining term of the facility using the effectiveeres
method.

The amortization of debt issuance costs for the gaded December 31, 2009 was $459,343.

Asset Retirement Obligations

The Company records the fair value of a liabilily &n asset retirement obligation in the period/iich the asset is acquired and a correspondingase il
the carrying amount of the related lolied asset. The liability is accreted to its @misvalue each period, and the capitalized codeseciated over tl
useful life of the related asset. If the liabilisysettled for an amount other than the recordedust, a gain or loss is recognized.

Revenue Recognition and Gas Balancing

We recognize oil and gas revenues from our interiesproducing wells when production is deliveredand title has transferred to, the purchasertartie
extent the selling price is reasonably determinalile use the sales method of accounting for gibiag of gas production and would recognize hillis
if the existing proven reserves were not adequateover the current imbalance situation. As of @gber 31, 2009 and 2008, our gas production w
balance, i.e., our cumulative portion of gas praéiductaken and sold from wells in which we haveimterest equaled our entitled interest in gas pcodo
from those wells.




StockBased Compensation

The Company has accounted for stock-based compemsatder the provisions of FASB Accounting StamdaCodification (ASC) 718-10-55 Rrior
authoritative literature:FASB Statement 123(Rgphare-Based Payment)This statement requires us to record an expessaciated with the fair value
stock-based compensation. We use the BBdkeles option valuation model to calculate stoakell compensation at the date of grant. Optiacing
models require the input of highly subjective asptioms, including the expected price volatilityhahges in these assumptions can materially affectai
value estimate.

Income Taxes

The Company accounts for income taxes under FASB A&)-10-30 (rior authoritative literature FASB Statement 10Accounting for Income Taxes)
Deferred income tax assets and liabilities arerdeted based upon differences between the finanggrting and tax bases of assets and liabildres ar
measured using the enacted tax rates and lawswiliabe in effect when the differences are expectedreverse. Accounting standards requires
consideration of a valuation allowance for defe@dassets if it is “more likely than ndtiat some component or all of the benefits of defetax assets w
not be realized.

Stock Issuance

The Company records the stock-based compensatiardavissued to noemployees and other external entities for goodssamndces at either the fair mar
value of the goods received or services rendereth@rnstruments issued in exchange for such sssyighichever is more readily determinable, uskre
measurement date guidelines enumerated in FASB B@50-30 (Prior authoritative literature EITF 96-18,Accounting for Equity Instruments That .
Issued to Other Than Employees for Acquiring d€amjunction with Selling, Goods, or Service

Net Income (Loss) Per Common Sh

Net Income (Loss) per common share is based oN¢héncome (Loss) divided by weighted average numsbeommon shares outstandil

Diluted earnings per share are computed using wegdgaverage number of common shares plus dilutiventon share equivalents outstanding during
period using the treasury stock method. As the @om has a loss for the period ended December(7, the potentially dilutive shares were afitistive
and were thus not added into the earnings per sladrelation.

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 gat
properties are initially capitalized into a singlest center (“full cost pool”)Such costs include land acquisition costs, gectdgiod geophysical expens
carrying charges on ngmroducing properties, costs of drilling directlyated to acquisition, and exploration activitidsternal costs that are capitalized
directly attributable to acquisition, explorationdadevelopment activities and do not include cosiated to the production, general corporate oathe
similar activities. Costs associated with productand general corporate activities are expenseieiperiod incurred. Capitalized costs are sunuedra
follows for the years ended December 31, 2009, 2868 2007:




Year Ended December 31

2009 2008 2007
Capitalized Certain Payroll and Other Internal $ 2,616,26. $ 1,374,07. $ -
Capitalized Interest Costs 624,71 - -
Total $ 3,240,97" $ 1,374,07. $ 9

As of December 31, 2009 we controlled acreage ieri8an County, Montana with primary targets inchglithe Red River and Mission Canyon.
controlled acreage in North Dakota, primarily in tuhtrail County, targeting the Bakken Shale and &Hferks/Sanish as well as acreage in Yates Cc
New York that is prospective for Marcellus Shale dnentor-Black River natural gas production. See Note Sf@lanation of activities on these propert

Proceeds from property sales will generally be iteelcto the full cost pool, with no gain or lossaognized, unless such a sale would significantigrahe
relationship between capitalized costs and the gotaeserves attributable to these costs. A saifi alteration would typically involve a sale d%2 ol
more of the proved reserves related to a single@st pool. In the year ended December 31, 20@Company sold acreage for $468,609. The prackes
these sales were applied to reduce the capitatiasts of oil and gas properties. There were noestgsales for the year ended December 31, 2009.

Capitalized costs associated with impaired properind capitalized cost related to properties lgapioved reserves, plus the estimated future dpueto
costs, asset retirement costs under FASB ASC 41262(Prior authoritative literature:FASB Statement 143 ccounting for Asset Retirement Obligatic
are depleted and amortized on the unipafduction method based on the estimated grossegrogserves as determined by independent petr
engineers. The costs of unproved properties afeheld from the depletion base until such timeley tare either developed or abandoned. When p
reserves are assigned or the property is considerdée@ impaired, the cost of the property or theoamh of the impairment is added to costs subje
depletion calculations.

Capitalized costs of oil and gas properties (naet#ted deferred income taxes) may not exceedranuat equal to the present value, discounted at g€
annum, of the estimated future net cash flows fgmoved oil and gas reserves plus the cost of unated properties (adjusted for related income
effects). Should capitalized costs exceed thiénggiimpairment is recognized. The present vaifiestimated future net cash flows is computed fphang
12-month average price of oil and natural gas tionesed future production of proved oil and gasress as of periodnd, less estimated future expendit
to be incurred in developing and producing the ptbveserves and assuming continuation of existiom@&nic conditions. Such present value of pri
reserves’future net cash flows excludes future cash outflassociated with settling asset retirement obligatithat have been accrued on the Ba
Sheet. Should this comparison indicate an excasgicg value, the excess is charged to earningsampairment expense. To this point the Compaay
not realized any impairment of its properties dueur low basis in the acreage and productivity ecmhomics of our producing wells.

Use of Estimates

The preparation of financial statements under geiyesiccepted accounting principles (“GAARM) the United States requires management to makaats:
and assumptions that affect the reported amourdssafts and liabilities and disclosure of contihgssets and liabilities at the date of the finangiatemen
and the reported amounts of revenues and expensieg dhe reporting period. The most significastimates relate to proved oil and natural gas ve
volumes, future development costs, estimates nglat certain oil and natural gas revenues andresgse fair value of derivative instruments, failueaof
certain investments, and deferred income taxesuahcesults may differ from those estimates.
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Reclassifications

Certain reclassifications have been made to pearg/reported amounts in order to conform with the auirgear presentation. These reclassifications di
impact our net income, stockholders’ equity or cishs.

Derivative Instruments and Price Risk Management

The Company uses derivative instruments from timéirhe to manage market risks resulting from flatiens in the prices of oil and natural gas.
Company may periodically enter into derivative cants, including price swaps, caps and floors, twhéquire payments to (or receipts from) counteigs
based on the differential between a fixed price amariable price for a fixed quantity of oil ortneal gas without the exchange of underlying volam&he
notional amounts of these financial instrumentsta®ed on expected production from existing wellse Company has, and may continue to use exc
traded futures contracts and option contracts tlydehe delivery price of oil at a future date.

At the inception of a derivative contract, the Camyp historically designated the derivative as & dlsv hedge. For all derivatives designated ah dbow
hedges, the Company formally documented the reiship between the derivative contract and the reedgens, as well as the risk management object
entering into the derivative contract. To be deatgd as a cash flow hedge transaction, the re&dtip between the derivative and the hedged iteost m
highly effective in achieving the offset of changesash flows attributable to the risk both at theeption of the derivative and on an ongoing fiadih¢
Company historically measured hedge effectivenesa quarterly basis and hedge accounting wouldisgmdtinued prospectively if it determined that
derivative is no longer effective in offsetting digas in the cash flows of the hedged item. Gaimklasses deferred in accumulated other comprele
income related to cash flow hedge derivatives liegabme ineffective remain unchanged until the eelaroduction is delivered. If the Company detest
that it is probable that a hedged forecasted taiogsawill not occur, deferred gains or losses lbaderivative are recognized in earnings immediat&gs
Note 15 for a description of the derivative contsaghich the Company executed during 2(

Derivatives, historically, are recorded on the ha&asheet at fair value and changes in the fairevaf derivatives are recorded each period in atigarning
or other comprehensive income, depending on whettdarivative is designated as part of a hedgesaion and, if it is, depending on the type ofde
transaction. The Comparsyterivatives historically consist primarily of bafow hedge transactions in which the Companyeidding the variability of ca:
flows related to a forecasted transaction. Petgogeriod changes in the fair value of derivatinstiuments designated as cash flow hedges weretedpc
other comprehensive income and reclassified toimgsrin the periods in which the contracts ardesttThe ineffective portion of the cash flow hedgva
reflected in current period earnings as gain os fosm derivative. Gains and losses on derivatigeruments that did not qualify for hedge accaumptivere
included in income or loss from derivatives in feriod in which they occur. The resulting castwBofrom derivatives are reported as cash flows
operating activities.

On November 1, 2009, due to the volatility of pritiéferentials in the Williston Basin, the Compadg-designated all derivatives that were previo
classified as cash flow hedges and in additionCibeapany has elected not to designate any subsedemiévative contracts as accounting hedges und&s
ASC 815-20-25 (Prior authoritative literature: FASBatement 133Accounting for Derivative Instruments and Hedgingivities). As such, all derivati
positions are carried at their fair value on thiabee sheet and are markedatarket at the end of each period. Any realizedwanéalized gains or losses
recorded as gain (loss) on derivatives net, asnarease or decrease in revenues on the Statemédpenfitions rather than as a component of

comprehensive income (loss) or other Income (exg@ens

Impairment

FASB ASC 360-10-35-21 Prior authoritative literature FASB Statement 144 ccounting for the Impairment and Disposal of Ldrniged Assets) require
that longtived assets to be held and used be reviewed fpaiiment whenever events or changes in circumssaimckcate that the carrying amount of
asset may not be recoverable. Oil and gas pregeaaticounted for using the full cost method of anting (which we use) are excluded from this reguien
but continue to be subject to the full cost metsadipairment rules. There was no impairment idiewtiat December 31, 2009, 2008, and 2007.

Change in Accounting Principle Related to Drilli6gsts

In 2009, the Company changed its method of accogrftr drilling costs from the accrual of drillingpsts at the time drilling commenced for a we
recording the costs when amounts are invoiced leyadprs. Recording
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drilling costs when the amounts are invoiced byrafmes is deemed preferable as it better represkeat€ompanys actual drilling costs. The recordinc
drilling costs in this method also is consistentwather companies in the oil and gas industrynesally accepted accounting principles require the
impact of the change in accounting be applied spiotively to all periods presented. As a reslliltprior period financial statements have beemstdid t
give effect to the cumulative impact of this change

The following Table shows the effects on the ConyfmBalance Sheet:

Year Ended December 31, 200

Effect of

As Reported Adjusted Change
Deferred Tax Asse- Current $ 1,433,000 $ 1,390,000 $ (43,000
Oil and Gas Properties, Full Cost Mett 55,680,56 47,260,83 (8,419,72)
Accumulated Depreciation and Depleti 856,01( 748,42: (107,58
Accrued Drilling Costt 8,419,72 - (8,419,72)
Accumulated Defici $ (2,02164) $ (1,957,06) $ 64,58¢

The following Table shows the effect on the CompaB®gatement of Operations:

Year Ended December 31, 200

Effect of
As Reported Adjusted Change
Depletion Expens $ 785,50 $ 67791 $ (107,589
Income Tax Provision (Benefi (873,000 (830,001) 43,00t
Net Income $ 235975 $ 2,42434 $ 64,58¢
Earnings Per Sha- Basic $ 000 $ 0.0¢ $ 0.0:
Earnings Per Sha- Diluted $ 007 $ 0.07 $ =
The following Table shows the effect on the CompaStatement of Cash Flows:
Year Ended December 31, 200
Effect of
As Reported Adjusted Change
Net Income $ 2359,75. $ 242434 $ 64,58¢
Depletion of Oil and Gas Properti 785,50« 677,91! (107,589
Income Tax Benefi (873,000) (830,000) 43,00(
Increase in Accrued Drilling Cos 8,419,722 - (8,419,72)
Increase in Oil and Gas Propert (46,416,88) (37,997,15) 8,419,72!

There was no effect on the Company's Statementpefd@ions or Statement of Cash Flows for the yadee December 31, 2007. The Company dic
commence production on its wells until 2008 andregrl no Accrued Drilling Costs as of DecemberZ7.

New Accounting Pronouncemer

In March 2008, the FSAB issued FASB ASC 815-10-B5i¢r authoritative literature FASB Statement 16Disclosures About Derivative Instruments
Hedging Activities). FASB ASC 815-1@5 is intended to improve financial reporting abdetivative instruments and hedging activities bguiring
enhanced disclosures to enable investors to hetterstand their effects on an entity's financtaifoon, financial performance, and cash flows. SBAASC
815-10-15 is effective for financial statementsiexs for fiscal years and interim periods
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beginning after November 15, 2008, with early aggilbn encouragedPursuant to the transition provisions of the Stateimthe Company adopted FA
ASC 815-1015 on January 1, 2009. The required disclosuregpaesented in Note 15 on a prospective basis. Staitement does not impact the finar
results as it is disclosure-only in nature.

In April 2009, the FASB issued FASB ASC 270-10-0%rfor authoritative literature: APB 28-1, Interim Disclosures About Fair Value of Financ
Instruments. FASB ASC 270-10-05 amends FASB ASC 825-10for authoritative literature:FASB Statement 10Disclosures About Fair Value
Financial Instrumentsto require an entity to provide disclosures abairt ¥alue of financial instruments in interim fir@al information. FASB ASC 270-
10-05 is to be applied prospectively and is effecfiveinterim and annual periods ending after June2DB9 with early adoption permitted for periodslieg
after March 15, 2009. The required disclosuregpeagsented in Note 13 on a prospective basis.

In February 2008, the FASB issued FASB ASC 820-44¢Prior authoritative literature:FSP FAS 157-2/Statement 1%=ffective Date of FASB Staterr
No. 157.)FASB ASC 820-10-65-1 delayed the effective date for all nonfinancialeassand nonfinancial liabilities, except those theg recognized
disclosed at fair value in the financial statemeamts recurring basis (at least annually). The idomf the provisions of FASB ASC 820-10-65-tklated tt
nonfinancial assets and nonfinancial liabilitiesJamuary 1, 2009 did not have a material impadherFinancial Statements. See Note 13 for FASB 83C
10-65-1 disclosures.

In April 2009, the FASB issued FASB ASC 820-10-65+rior authoritative literature:FASB Statement 157-Hetermining Fair Value When the Volu
and Level of Activity for the Asset or Liability ¥aSignificantly Decreased and Identifying Trangax That Are Not Orderly) FASB ASC 820-10-6%-
provides additional guidance in estimating fairuealwhen the volume and level of transaction agtifdr an asset or liability have significantly deased i
relation to normal market activity for the assetiability. FASB ASC 820-10-65-4 also provides additional guidance on circumstaticasmay indicate
transaction is not orderly. FASB ASC 820-10-65ig effective for interim periods ending after Jurfe 2009, and the Company has adopted its prog
during second quarter 2009. FASB ASC 820-10-6%d4dt have a significant impact on the Comparfjiancial position, results of operations, cdekv$,
or disclosures.

In April 2009, the FASB issued FASB ASC 320-10-6Brior authoritative literature:FSP FAS 115-2/124-Recognition and Presentation of Other-Than-
Temporary Impairments)The guidance applies to investments in debt gexsifor which other-than-temporary impairmentsynhe recorded. If an entity’
management asserts that it does not have the totesell a debt security and it is more likely theot that it will not have to sell the security besf recover

of its cost basis, then an entity may separaterdtiamtemporary impairments into two components: 1) theant related to credit losses (recorde
earnings), and 2) all other amounts (recorded lierotomprehensive income). This ASC is to be agi®spectively and is effective for interim andaa
periods ending after June 15, 2009 with early adappermitted for periods ending after March 15020The adoption of the provisions of this ASChe
second quarter 2009 did not have a material impathe Financial Statements.

In June 2009, the FASB issued FASB ASC 860-10-BEdr authoritative literature:FASB Statement 166\ccounting for Transfers of Financial Assets)
FASB ASC 860-10-05 is effective for fiscal yeargimming after November 15, 2009. The Company isenily assessing the impact of FASB ASC 860-10-
05 on its financial position and results of opemasi.

In June 2009, the FASB issued FASB ASC 810-10-Psi¢r authoritative literature:FASB Statement 167-Amendment to FIN 46(Rpnsolidation ¢
Variable Entities). FASB ASC 810-1®5 eliminates the quantitative approach previouslyuired for determining the primary beneficiary afvariabls
interest entity and requires a qualitative analysisletermine whether an enterprs@ariable interest gives it a controlling finandigerest in a variab
interest entity. FASB ASC 810-10-25 containsertain guidance for determining whethereaniity is a variable interest entity. This statetm@so require
ongoing reassessments of whether an enterpridgeeiprimary beneficiary of a variable interest gntEASB ASC 810-1@5 will be effective as of tt
beginning of the Company’s 2010 fiscal year. ThenBany is currently evaluating the impact of themoim of FASB ASC 810-10-25.
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In June 2009, the FASB issued FASB ASC 105-10-8%i¢r authoritative literature:FASB Statement 168he FASB Accounting Standards Codifica
and the Hierarchy of Generally Accepted Accountirgnciples). Under FASB ASC 105-10-65, the FASB Accountinguriards Codification ™the
“Cadification”) becomes the exclusive source oftauitative U.S. generally accepted accounting fipies (“U.S. GAAP”)recognized by the FASB to
applied by nongovernmental entities. Rules andpnégive releases of the Securities and Exchangen@ission (“SEC")under authority of federal securit
laws are also sources of authoritative GAAP for SteGistrants. The Codification will supersede &lrt-existing norSEC accounting and reporti
standards, with the exception of certain non-SECouagating literature which will become nonauthoiitat FASB ASC 105-1@®5 is effective for th
Company’s 2009 third fiscal quarter. The adoptiérFASB ASC 105-10-65 did not have a material impaigtthe Companyg Financial Statements. .
references to U.S. GAAP provided in the notes éoRimancial Statements have been updated to conéotine Codification.

In October 2009, the FASB issued ASU No. 200-13;dRee Recognition — Multiple Deliverable Revenueafigements (“ASU 2009-13"). ASU 2002-
updates the existing multiple-element revenue gearents guidance currently included in FASB ASC-8B5 The revised guidance provides for

significant changes to the existing multigkement revenue arrangements guidance. The fiertge relates to the determination of when theviddal
deliverables included in a multipldement arrangement may be treated as separaseofi@itcounting. This change will result in thquiegement to separ:
more deliverables within an arrangement, ultimatelgding to less revenue deferral. The secondgehanodifies the manner in which the transac
consideration is allocated across the separatelytified deliverables. Together, these changelsresult in earlier recognition of revenue and tedacost
for multiple-element arrangements than under previguidance. This guidance expands the disclosvegsired for multipleslement revent
arrangements. Effective for interim and annualorBpg periods beginning after December 15, 2008e Company is currently evaluating the pote
impact, if any, of this guidance on its financiwtements.

NOTE3 SHORT-TERM INVESTMENTS

All marketable debt and equity securities and WhiBtates Treasuries that are included in short-tes@stments are considered availabledale and al
carried at fair value. The short-term investments considered current assets due their maturity 6@ the company’ ability and intent to use them to fi
current operations. The unrealized gains and $osskated to these securities are included in aatated other comprehensive income (loss). V
securities are sold, their cost is determined basetthe first-in firstout method. The realized gains and losses retatétkese securities are included in o
income in the statements of operations.

The following is a summary of our short-term inveshts as of December 31, 2009:

Fair Market
Cost at Value at
December 31 December 31
Unrealized
2009 (Loss) 2009
Auction Rate Municipal Bond $ 1,750,000 $ (198,10) $ 1,551,89!
Auction Rate Preferred Sto 275,14 (8,682 266,46:
United States Treasuries 24,063,31. (978,19/) 23,085,12
Total Short-Term Investments $ 2608845 $ (1,184,98) $ 24,903,47

For the year ended December 31, 2009 there werealized gains or losses recognized on the saievebtments. In November 2008 we received,
settlement agreement from UBS AG (“UBStights which allow us to put back the auction rsg¢eurities at par value to UBS starting in June020W/e
expect to liquidate these investments at par rer ldian June 2010, in the meantime they continugatointerest at various rates. Under the setih
agreement with UBS, we also have the ability taderup to 75% of the loan-to-market value of eligibuction rate securities on a net cost basis. As
December 31, 2009, we have borrowed $834,492 thideagreement, with an additional $684,258 of bwings available under the agreement.

The Company reviews these investments on a quatiasis to determine if it is probable that the @amy will realize some portion of the unrealizesislar
accordance with FASB ASC 320-10-3Bror authoritative literature,
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FASB Statement 115, 115-1, and 124Fhe Meaning of Other-Than-Temporary Impairment #adApplication to Certain Investments) In determining
the difference between cost and estimated fairevaluthe short-term investments was deemed eidrapadrary or other-thatemporary impairment, tl
Company evaluated each type of shertn investment using a set of criteria includireglthe in value, duration of the decline, periodiluanticipatec
recovery, nature of investment, probability of reexy, financial condition and near-term prospedtshe issuer, the Comparsgyintent and ability to retain t
investment, attributes of the decline in valuetustavith rating agencies, status of principal antdrest payments and any other issues relatee torttherlying
securities. The Company determined the declindaénfair values in all of the shaierm investments were temporary as of Decembef329 and 200
primarily based on estimated cash flows of the stwents, the settlement agreement entered intoWt, and the Compang/‘ability and intent to hold tl
investments until settlement.

NOTE 4 PROPERTY AND EQUIPMENT

Property and equipment at December 31, 2009 an8, 20D sisted of the following:

Year Ended December 31

2008
2009 Adjusted
Oil and Gas Properties, Full Cost Mett
Unevaluated Costs, Not Subject to Amortization eiliGg Test $ 53,86252 $ 35,990,26
Evaluated Costs 42,939,09 11,270,57
96,801,62 47,260,83
Office Equipment, Furniture, Leasehold Improvememtd Software 439,65t 408,40(
97,241,28 47,669,23
Less: Accumulated Depreciation, Depletion and Amation
Property and Equipment 5,091,19: 748,42
Total $ 92,150,08 $ 46,920,81

The following table shows depreciation, depletiamd amortization expense by type of asset:

Year Ended December 31

2008
2009 Adjusted
Depletion of Costs for Evaluated Oil and Gas Proge $ 425098 $ 677,91
Depreciation of Office Equipment, Furniture, andt®are 91,79« 67,06(
Total Depreciation, Depletion, and Amortizatiexpense $ 434277 $ 744,97!

NOTE 5 OIL AND GAS PROPERTIES
Acquisitions
Montana Acquisition

In February 2007, the Company acquired leasehaédasts in approximately 22,000 net mineral aaneShHeridan County, Montana. The Company p.
combination of cash and stock as consideratiosdoh acquisition, including the issuance of an egate of 400,000 restricted shares of its commmekst

At various points in 2009, we acquired leasehotdrizsts in approximately 6,100 net mineral acredewvelopment areas located in Roosevelt, Richlzua
Sheridan Counties, Montana, in which we are tangetie Bakken Shale.
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On November 13, 2009, we entered into a Lettemtdnt with Slawson pursuant to which we agreedcuie a twenty percent (20%) working inte
ownership in the exploration and development ofaStan’s Big Sky Project in Richland County, Montana fdmieh Slawson controls leasehold intere:
13,401 gross acres and 11,586 net acres. For eglttvevelect to participate, we will pay a partaijon interest share of all costs to drill, equipmplete, te:
and plug such well(s) on an at cost basis.

North Dakota Acquisition

At various points in late 2007 and throughout 20B& Company acquired leasehold interests in ajypairly 21,498 net mineral acres of land via
purchases in the core development area of Mour@aiinty, North Dakota. The Company paid a commnadf cash and stock as consideration for
acquisitions, including the issuance of an aggee@it633,027 restricted shares of its common stdelkaddition to these major acquisitions the Cony
completed a series of small transactions purswawhtch it purchased leasehold interests in appnaily 8,000 net mineral acres in Mountrail County.

On June 11, 2008, the Company entered into a psechgreement pursuant to which it ultimately aeglleasehold interests in approximately 23,21
mineral acres primarily in Dunn County, North DakofThe Company also completed various additioogliigitions of oil and gas leasehold interestsugr
numerous small transactions with several partiésaal years 2007 and 2008.

At various points in 2007 and 2008, the Companyipased leasehold interests in approximately 10r@@0mineral acres in and around Burke and D
Counties of North Dakota for cash consideration.

In May 2009, the Company entered into an explonatiod development agreement with Slawson Explara@iompany, Inc. (Slawson) pursuant to whict
Company acquired certain North Dakota Bakken agsats Windsor Bakken LLC as part of a syndicate lgdprivately owned Slawson. Pursuant to
agreement, the Company purchased a five percéd¥o}Gnterest of the undeveloped acreage, includipgroximately 60,000 net acres. The Company
acquired an additional nine percent (9%) interasthie existing well bores purchased from Windsokk&a LLC, providing the Company an aggret
fourteen percent (14%) interest in the existinggb@ss Bakken and Three Forks well bores in NorthdBaincluding approximately 1,200 barrels of
production per day. In the transaction, the Comggaurchased approximately 300,000 barrels of prquexucing reserves as well as approximately &
net undeveloped acres. The Company paid a tosalod&7,300,000 for the initial acquisition of @age and well bore interests.

On November 3, 2009, along with Slawson Explorati@acquired 24 high working interest sections cosimy approximately 12,000 net acres locate

western McKenzie and Williams Counties of North D&k We acquired a 50% interest in these propesiel will participate in drilling on a headp-
basis. These properties are proximal to sevecantehighrate producing wells. We paid approximately $1,p@0 net acre acquired in this acquisition

expect to begin drilling these properties in et 1.

On November 17, 2009, we entered into an Explanadiod Development Agreement with Area of Mutuagtast with Slawson pursuant to which we ag
to participate with a fifty percent (50%) workingtérest ownership, which equates to a thirty per¢@d%) participation interest in the explorationd
development of Slawsos’Anvil Project in Roosevelt and Sheridan Countidsntana and Williams County, North Dakota. In trensaction, we acquired
interest in 12,500 net acres in leases at $750gteacre for a thirty percent (30%) interest anéiggregate sum of $2,812,500. We agreed to paatein al
costs to drill, equip, complete, test and plug Wedl and to pay costs for the well on an at costidaWe have the option to elect to participatena
participate as to each well drilled in the appliegroject area. For each well in which we elecparticipate, we will pay a participation interekare of a
costs to drill, equip, complete, test and plug swelis on an at cost basis.

In addition to acquiring acreage through large klacquisitions, we have organically acquired apjmnately 4,000 net mineral acres in all of our keggpec
areas in the form of both effective leases andléapes. In this organic acquisition program weehspent an average of approximately $730 per me
acquired.

The Company has also completed other miscellaneonsnaterial acquisitions in North Dakota, and utilizzdombination of stock and cash consider:
for some of the acquisitions.
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New York Acquisitio

In September 2007, the Company acquired leasehtcests in approximately 10,000 net mineral acrése Appalachia Basin of New York. The Comp
paid a combination of cash and stock as considerdtir such acquisition, including the issuancamfaggregate of 275,000 restricted shares of itsroar
stock.

Certain of the foregoing acquisitions were purchassing the services of, or purchased from, padi®mssidered to be related to the Company o
Company’s Chief Executive Officer, Michael L. Reg&ee Note 7. All transactions involving relafetties were approved by the Companigoard ¢
Directors or Audit Committee.

NOTE6 PREFERRED AND COMMON STOCK
The Company has neither authorized nor issued faames of preferred stock.

On May 3, 2007, the Company issued 100,000 shdresmomon stock to Insight Capital Consultants Coafion pursuant to a consulting agreement
them. The stock issued was valued at $475,00@&apensed to general and administrative expense.shiéires were valued based on the market pride
Company'’s stock on the date of issuance.

In September 2007, the Company completed a prplagement of 4,545,455 shares of common stockdmedited investors at a subscription price of $
per share for total gross proceeds of $15,000,002Zddition to common stock, investors purchashgres in the private placement received a wata
purchase common stock. For each share of comnook purchased in this transaction, the purchasmived the right to purchase ohal share of th
Company’s common stock at a price of $5.00 peresfiar a period of 18 months from the date of clgsimd the right to purchase ohalf share of th
Companys common stock at a price of $6.00 for a period®imonths from the date of closing. The placenagints received consideration in cash
warrants of $1,191,000 which were netted agairesptioceeds of the offering through Additional Peidzapital. The total number of shares that esaablt
upon exercise of warrants, including the placenagent's warrant is 4,818,183. All warrants issa@art of this private placement were exercis&2008.

In November 2007, the Company issued 73,500 sluiresmmon stock to various consultants pursuambttsulting agreements. The company also is
75,000 shares of common stock to an employee putrsoia written employment agreement. These 148sbares were valued at $769,230, the market
of the shares of common stock on the date of ismjeend expensed as general and administrativensepe The shares were valued at the calculate
value of the Company'’s stock on the date of theaisse.

In December 2007, the Chief Executive Officer amie€Financial Officer each exercised 500,000 stogtions granted to them in 2006.

In 2008 optionees exercised 260,000 stock optigaatgd in 2006 and 2007, resulting in cash procéedbe Company of $933,800. A tax benefi
$425,000 related to fully vested stock option awadercised was recorded as an increase to addipaid-in capital

In February 2009, the Company agreed to issue 8&bB8res of Common Stock to three employees ofdhgany as compensation for their services.
employees were fully vested in the shares on thee afahe grant. The fair value of the stock tadseied was $261,280 or $2.84 per share, the maaket o
a share of common stock on the date the stock blagated to be issued. The entire amount of ttusksaward was expensed in the year ended Decedilt
2009.

On February 27, 2009, the Company closed on avigptredit facility with CIT Capital USA, Inc. (T). As part of obtaining this credit facility agmaen
the Company entered into an engagement with Cynadyysors, LLC (Cynergy). As part of the compenmatfor the work performed on obtaining
financing, Cynergy received 180,000 shares of icdett Common Stock of the Company. The fair valfi¢he restricted stock was $475,200 or $2.6¢
share, the market value of a share of Common Sindke date the financing closed. The fair valishis stock was capitalized as Debt Issuance Guosls:
being amortized for three years over the term effifancing.
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On April 3, 2009 the Company acquired leaseholdratts in North Dakota. The total consideratiord gar this acreage was 49,092 shares of rest
common stock. The fair value of the restricteatlstwas $224,879, or $4.58 per share, the markaevafl a share of Common Stock on the date theheid
interests were acquired.

In June 2009, the Company completed a registeredtdiffering of 2,250,000 shares of common stdck @arice of $6.00 per share for total gross prdsex
$13,500,000. The Company incurred costs of $81328ated to this offering. These costs were dettgainst the proceeds of the offering thrc
Additional Paid-In Capital.

On October 26, 2009, we deposited 41,989 sharesrafnon stock in a specially-designated sharehadeount that had been previoushgated to hol
shares of our common stock represented by cettficdnat appear in our stock transfer records lanewnown to have been cancelled and their unaeg
shares transferred between July of 1987 and Augud999. An aggregate of 58,268 shares of our comstock are held in the speciatlgsignate
shareholder account, which, following a substamBalew of all available historical stock transfecords, we concluded represents the maximum nuof
shares of our common stock that could potentiadlyrddeased to shareholders who may be able tolishtabvalid claim to such shares due to previc
unrecognized issues with our stock transfer recoifisese shares are considered issued and outgjaadd are included in the total number of st
outstanding disclosed on the cover page of thiertep

On November 4, 2009 the Company completed a regiswirect offering of 6,500,000 shares of commimelsat a price of $9.12 per share for total ¢
proceeds of $59,280,000. The Company incurredsanfs$2,972,027 related to the offering. Thesdscogere netted against the proceeds of the off
through Additional Paid-in Capital.

In November and December 2009, the issued 79,08®stof common stock related to the purchase séhead interests in North Dakota. The fair valu
the stock was $890,859, the market value of ther@omStock on the date the leasehold interests aceired.

In November 2009, the Company issued 50,000 slwiréemmon Stock to two employees of the compangoaspensation for their services. The emg
were fully vested in the shares on the date ofgitamt. The fair value of the stock issued was $B8IBY or $9.15 per share, the market value of aes
common stock on the date the stock was issued.efiiti® amount of this stock award was expensdideiryear ended December 31, 2009.

In December 2009, the Company issued 100,000 sba@smmon Stock to two executives of the compasig@mpensation for their services. The exe
were fully vested in the shares on the date ofgitamt. The fair value of the stock issued was $8J® or $9.70 per share, the market value of aes
common stock on the date the stock was issued.efiiti® amount of this stock award was expensdideiryear ended December 31, 2009.

In December 2009, the Company issued 41,670 sb&i@smmon Stock to the Compasydutside Directors as compensation for their sesvi The Direc
were fully vested in the shares on the date ofgitamt. The fair value of the stock issued was $488t or $9.70 per share, the market value of aes
common stock on the date the stock was issued.efiiti® amount of this stock award was expensdideiryear ended December 31, 2009.

In December 2009, a Director of the Company execcE00,000 stock options granted to him in 200fe @xercise of these options was completed thra
cashless exercise whereas the company repurcha$¥i »f common shares to issue the common shelaged to this option exercise.

Restricted Stock Awards

During the years ended December 31, 2009 and 2088, Company issued 361,330 and 20,000, respectivestricted shares of common stocl
compensation to officers, employees, and direabtie Company. The restricted shares vest ovéowsterms with all restricted shares vesting terlehar
December 31, 2011. As of December 31, 2009, thaseapproximately $2.9 million of total unrecognizesnpensation expense related to unvested red
stock. This compensation expense will be recognizest the remaining vesting period of the grantee Tompany has assumed a zero percent forfeitta
for restricted stock.
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The following table reflects the outstanding res&il stock awards and activity related theretdtferyears ended December 31:

Year Ended Year Ended
December 31, 200! December 31, 200
Weighted- Weighted-
Number of Average Number of Average
Shares Price Shares Price
Restricted Stock Award:

Restricted Shares Outstanding atBeginning of the Yea 20,00C $ 7.0c - $ -
Shares Grante 361,33( $ 8.4¢ 20,00 $ 7.0
Lapse of Restrictior (56,000 $ 4.91 - $ -
Restricted Shares Outstanding at the End oY @ 325,33( $ 9.01 20,000 $ 7.0z

NOTE 7 RELATED PARTY TRANSACTIONS

The Company has purchased leasehold interests $muth Fork Exploration, LLC (SFE). In 2009, themgmany paid a total of $501,603 related
previously executed leasehold agreement. SFESdmet is J.R. Reger, the brother of the Comm@BEO, Michael Reger. J.R. Reger is also a shitet
in the Company.

The Company has also purchased leasehold intdrestsMOP. MOP is controlled by Mr. Tom Ryan and.\M8teven Reger, both are relatives of
Company’s CEO, Michael Reger.

The Company has also purchased leasehold intdrestsGallatin Resources, LLC. Carter Stewart, ohéhe Companys directors, owns a 25% interes
Gallatin Resources, LLC.

All transactions involving related parties were @qyed by the Company’s Board of Directors or Agiitmmittee.

NOTE8 STOCK OPTIONS/STOCK-BASED COMPENSATION AND WARRANTS

The Company’s Board of Directors approved a stqafioa plan in October 2006 (“2006 Stock Option PJato provide incentives to employees, direct
officers, and consultants and under which 2,000 §ft@res of common stock have been reserved foarissu The options can be either incentive ¢
options or norstatutory stock options and are valued at therfeirket value of the stock on the date of grante &kercise price of incentive stock opti
may not be less than 100% of the fair market vafude stock subject to the option on the datéefdrant and, in some cases, may not be less G o
such fair market value. The exercise price of atatutory options may not be less than 100% ofalienarket value of the stock on the date of grant

On November 1, 2007 the Board of Directors grari6@,000 of options under this 2006 Stock OptiomPlahe Company granted 500,000 optior
aggregate, to members of the board and 60,000rsptioone employee pursuant to an employment agmtent hese options were granted at a price of8
per share and the optionees were fully vested @egthnt date. 260,000 options granted in 2007 haee exercised as of December 31, 2009.

The Company accounts for stock-based compensatideruhe provisions of FASB ASC 718-10-5Br{or authoritative literature:FASB Statement 123(F
Share-Based Payment)This statement requires us to record an expesseciated with the fair value of stock-based cormpgon. We use the Black-
Scholes option valuation model to calculate stbaked compensation at the date of grant. Opti@ingrmodels require the input of highly subjec
assumptions, including the expected price volgtili€hanges in these assumptions can materialgctathe fair value estimate. The total fair vabiehe
options are recognized as compensation over thinggseriod. There have been no stock optionstgchim 2009 and 2008 under the 2006 Stock O
Plan, and all exercises of options during 20092008 related to 2007 grants.
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Options Granted November 1, 2007

On November 1, 2007, the Board of Directors gras@ 000 options to board members and one employke total fair value of the options was recogd
as compensation in 2007 as the optionees were imtedvested. In computing the expected volgtilive used the combined historical volatility o€
Company’s common stock for a onenth period and the blended historical volatifity two of our peer companies over a period of fpears and elev
months. In computing the exercise price we usedatterage closing/last trade price of the Compaogimmon stock for the five highest volume tradiag:
during the 30-day trading period ending on the ti@gting day preceding the date of the grants.

The following assumptions were used for the Blacketes model:

November 1,
2007
Risk free rate 4.3€%
Dividend yield 0%
Expected volatility 56%
Weighted average expected stock option 5 Year:

The “fair market value” at the date of grant favclt options granted using the formula relied upmchlculating 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 grd $ 1,524,99;

The following table presents the impact on ourestegnt of operations of stock-based compensatioerseprelated to options granted for the years ended
December 31, 2009, 2008, and 2007:

Year Ended December 31

2009 2008 2007
Expense! $ - 3 - $ 236641
Option Stoc-Based Compensation Expense Before Ti - - 2,366,41
Income Tax Benefit - - -
Option Stock-Based Compensation Expense AftgeJa $ - $ - $ 2,366,41
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Changes in stock options for the years ended Deee81h 2009, 2008, and 2007 were as follows:

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

2007:

Beginning Balanc: 1,100,000 $ - - -
Grantec 560,00( 5.1¢ - -
Exercisec 1,000,001 1.0F - -
Outstanding at December 660,00( 4.5k 9.7 1,581,201
Exercisable 660,00( 4.5t 9.7 1,581,201
Ending Veste( 660,00( 4.5F 1,581,201
Weighted Average Fair Value of Options Granted ByifYear $ 2.7z

2008:

Beginning Balanc: 660,000 $ = = =
Grantec - - - -
Exercisec 260,00( 3.5¢ - -
Outstanding at December 400,00( 5.1¢ 8.8 -
Exercisable 400,00( 5.1¢ 8.8 -
Ending Vested 400,00( 5.1¢ 8.8 -
Weighted Average Fair Value of Options Granted ByifYear $ .

2009:

Beginning Balanc: 400,00 $ - - -
Granted - - - -
Exercisec 100,00( 5.1¢ - -
Outstanding at December 300,00( 5.1¢ 7.8 1,998,001
Exercisable 300,00( 5.1¢ 7.8 1,998,00i!
Ending Vested 300,00( 5.1¢ 7.8 1,998,001
Weighted Average Fair Value of Options Granted ByifYear $ -

Currently Outstanding Options

«No options were forfeited or expired during thergeended December 31, 2009, 2008, and 2

«The company recorded compensation expense retatbdge options of $2,366,417 for the year endeztdéer 31, 2007. There is no further
compensation expense that will be recognized uréuyears, relating to all options that have baantgd as of December 31, 2009, since the
entire fair value compensation has been recogriiasdd on the vesting period of the options durb@s2and 2007

« There were no unvested options at December 31, 2008, and 2007.
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Warrants Granted February 2009

On February 27, 2009, in conjunction with the igof the revolving credit facility (see Note e company issued CIT Capital USA, Inc. (CIT) raats
to purchase a total of 300,000 shares of commark &xercisable at $5.00 per share. The totallire of the warrants was calculated using thelBla
Scholes valuation model based on factors prese¢hédime the warrants were issued. The fair vafube warrants is included in Debt Issuagmssts and ar
being amortized for three years over the term eff#ttility using the effective interest method. T@€hn exercise the warrants at any time until taerants
expire in February 2012.

The following assumptions were used for the Blacketes model:

February 27,
2009
Risk free rate 1%
Dividend yield 0%
Expected volatility 96.43%
Weighted average expected warrant 1.5 Year

The “fair market value” at the date of issuanceti@r warrants issued using the formula relied upoalculating the fair value of warrants is addws:

Weighted average fair value per sh $ .74
Total options grante 300,00
Total weighted average fair value of options grd $ 221,15¢

In January 2009, the Company’s Board of Directoigpéed the 2009 Equity Incentive Plan, pursuamthich we may issue up to 3,000,000 shares of our
common stock either upon exercise of stock optgrasted under such plan or through restricted stogkrds under such plan. As of December 31, 208
had issued 642,916 shares of common stock pursmant 2009 Equity Incentive Plan (See Note 6).

The table below reflects the status of warrantstantling at December 31, 2009:

Common Exercise Expiration
Issue Date Shares Price Date
February 27, 200 300,00 $ 5.0C February 27, 201

At December 31, 2009 the per-share weighted avamagieise price of outstanding warrants was $5déGpare, and the weighted average remaining
contractual life was 2.2 years. None of the wag&sued in 2009 were exercised and all of theamés are exercisable at December 31, 2009.

NOTE9 REVOLVING CREDIT FACILITY

In February 2009, the Company completed the closing revolving credit facility with CIT Capital USInc. (“CIT”) that will provide up to a maximu
principal amount of $25 million of working capit@r exploration and production operations (the ‘ifgt). The borrowing base of funds available unde
Facility will be redetermined semainnually based upon the net present value, disedwit10% per annum, of the future net revenuesateg to accrue fro
its interests in proved reserves estimated to bdymed from its oil and gas properties. $11 millad financing was initially available under thechiy. In
May 2009 CIT agreed to increase the current amavaitable under the Facility to $16 million in cangtion with the acquisition of certain assets ohdlgol
Bakken, LLC (see Note 5). An additional $9 millioh financing could become available upon subsegbemrowing base redeterminations. The Fac
terminates on February 27, 2012, with all outstagdiorrowings due at that time. The Company habdaroowings under the facility at December 31, 2009

The Company has the option to designate the refereate of interest for each specific borrowingaemihe Facility as amounts are advanced. Borros
based upon the London interbank offering rate (LBB@ill be outstanding for a period of one, threesix months (as designated by us) and bear intate
rate equal to 5.50% over the one-month, three-mon#ix-month LIBOR rate to be no less than 2.50%. Anydwings not designated as being based
LIBOR will have no specified term and generally vagar interest at a rate equal to 4.50% over teatgr of (a) the current threeenth LIBOR rate plt
1.0% or (b) the current prime rate as published 3% Morgan Chase Bank, N.A. The Company has théoropp designate either prici
mechanism. Payments are due under the Facilayrears, in the case of a loan based on LIBOR ettetst day of the specified loan period and indéhse ¢
all other loans on the last day of each March, J8sptember and December. All outstanding prinégpdue and payable upon termination of the Rycili
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The applicable interest rate increases under tditfaand the lenders may accelerate payments uthdeFacility, or call all obligations due undeartir
circumstances, upon an event of default. The Bacéferences variousvents constituting a default on the Facility, intthg, but not limited to, failure
pay interest on any loan under the Facility, anyemial violation of any representation or warraatider the Credit Agreement in connection with theikty,
failure to observe or perform certain covenants\d@ons or agreements under the Facility, a changeontrol of the Company, default under any c
material indebtedness the Company might have, btdy and similar proceedings and failure to pabdisements from lines of credit issued unde
Facility. The Company was not in default on theils as of December 31, 2009, and is not expetddae in default in the future.

The Facility required that the Company enter int@s agreements with Macquarie Bank Limited (“Maaigia for each month of the thirtgix (36) montl
period following the date on which each such swggeement is executed, the notional volumes for wifighen aggregated with other commodity s
agreements and additional fixed-price physicaltakie contracts then in effect other than basiedfitial swaps on volumes already hedged pursoasthe
swap agreements), as of the date such swap agreésnerecuted, is not less than 50% of, nor exceéfi¥$ of, the reasonably anticipated proje
production from the Comparny’proved developed producing reserves. The hepgmtiiction is estimated to be equal to approxiga2& of 2009 tot:
production and less than 10% of production volumeX)10-12. See Note 15 for additional discloszorcerning these swap agreements.

All of the Companys obligations under the Facility and the swap apergs with Macquarie are secured by a first pyosiecurity interest in any and
assets of the Company pursuant to the terms ofaaBty and Collateral Agreement and perfected noetgage, notice of pledge and security and sii
documents.

NOTE 10 ASSET RETIREMENT OBLIGATION

The Company has asset retirement obligations adsdcivith the future plugging and abandonment of/@d properties and related facilities. Undet
provisions of FASB ASC 410-20-25Rrior authoritative literature:FASB Statement 143\ccounting for Asset Retirement Obligation#e fair value of
liability for an asset retirement obligation is oeded in the period in which it is incurred andaaresponding increase in the carrying amount ofréfetec
long lived asset. The liability is accreted toptesent value each period, and the capitalaet is depreciated over the useful life of thates asset. If ti
liability is settled for an amount other than tleearded amount, a gain or loss is recognized. Otypany has no assets that are legally restrice
purposes of settling asset retirement obligations.

The following table summarizes the company's astegement obligation transactions recorded in etance with the provisions of FASB ASC 410-2B-
during the year ended December 31, 2009 and 2008.

Year Ended December 31

2009 2008
Beginning Asset Retirement Obligati $ 61,437 $ -0-
Liabilities Incurred for New Wells Placed in Prodion 137,22 60,407
Accretion of Discount on Asset Retirement Obligatio 8,087 1,03(
Ending Asset Retirement Obligatir $ 206,74 61,43’

NOTE 11 INCOME TAXES

The Company utilizes the asset and liability appho measuring deferred tax assets and liabiliteesed on temporary differences existing at eatdmbe
sheet date using currently enacted tax rates iardance with FASB ASC 740-10-30Pfior authoritative literature:FASB Statement 10%ccounting fo
Income TaxesDeferred tax assets are reduced by a valuatiowatioe when, in the opinion of management, it isemiteely than not that some portion or
of the deferred tax assets will not be realizedeDed tax assets and liabilities are adjustedereffects of changes in tax laws and rates ord#te o
enactment.
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The income tax expense (benefit) for the year efember 31, 2009, 2008, and 2007 consists dbtlosving:

2008
2009 Adjusted 2007
Current Income Taxe $ - 8 - % =
Deferred Income Taxe
Federa 1,215,00! (680,000) -
State 251,00( (150,000) -
Total Expense $ 1,466,000 $ (830,000 $ =

The following is a reconciliation of the reporteti@unt of income tax expense (benefit) for the yeaded December 31, 2009, 2008, and 2007 to thera
of income tax expenses that would result from applyhe statutory rate to pretax income.

Reconciliation of reported amount of income taxenge:

2008
2009 Adjusted 2007

Income (Loss) Before Tau8xes and N $ 426495 $ 1,594,341 $ (4,305,29)
Federal Statutory Rate X 34% X 34% X 34%
Taxes (Benefit) Computed at Federal Statutory k 1,450,001 540,00( (1,460,00i)
State Taxes (Benefit), Net of Federal Ta 295,00( 110,00( -
Effects of:
Other (279,000 (7,659 (12,34)
Change in Valuatio - (1,472,34) 1,472,34.

Reported Provision $ 1,466,000 $ (830,000 $ -

At December 31, 2009, 2008 and 2007, the Compasyah#t operating loss carryforward for Federabiime tax purposes of $18,494,000, $9,348,00(
$1,950,000, respectively, which expires in varyamgounts during the tax years 2027, 2028 and 2029.

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

Year Ended December 31

2008
2009 Adjusted
Deferred Tax Assel
Current:
Share Based Compensation (Optic $ 774,000 $ 774,00(
Share Based Compensation (Restricted St (91,000 -
Unrealized Investment Loss 1,231,001 168,00(
Accrued Payrol 288,00( 520,00(
Other (145,00() (72,000
Curren 2,057,00! 1,390,001
Non-Current:

Net Operating Loss Carryforwards (NOIL 7,583,00! 3,588,00!
Fixed Asset: (2,646,001 (931,0010)
Dry Well Write Off (36,000 (36,000

Unrealized Investment Loss 395,00(
Depletion 1,562,001 214,00(
Intangible Drilling Costt (7,955,001 (2,962,001
Sale of Land Lease Rigr 117,00( 117,00(
Other 58,00( 43,00(
Non-Current (922,000) 33,00(
Total Deferred Tax Asse 1,135,00i! 1,423,00!
Less: Valuation Allowance - -
Net Deferred Tax Asset $ 1,135,000 $ 1,423,001

In June 2006, FASB issued FASB ASC 740-10-0578i¢r authoritative literature:FASB Statement 48\ccounting for Uncertainty in Income Taxes)Ve
adopted FASB ASC 740-10-05-6 on January 1, 2007ded FASB ASC 740-10-06; tax benefits are recognized only for tax posgithat are more like
than not to be sustained upon examination by tdloaities. The amount recognized is measured eadattyest amount of benefit that is greater tha
percent likely to be realized upon ultimate setdem Unrecognized tax benefits are tax benefésrd in our tax returns that do not meet thesegmitior
and measurement standards.

Upon the adoption of FASB ASC 740-10-65we had no liabilities for unrecognized tax bésednd, as such, the adoption had no impact orfieancia
statements, and we have recorded no additionakstter penalties. The adoption of FASB ASC 74@0%65 did not impact our effective tax rates.

Our policy is to recognize potential interest arghagties accrued related to unrecognized tax bsnefithin income tax expense. For the year e



December 31, 2009, we did not recognize any intenepenalties in our Statement of Operations, didrwe have any interest or penalties accrued i
Balance Sheet at December 31, 2009 relating tacagrezed benefits.

The tax years 2008, 2007 and 2006 remain openamimation for federal income tax purposes and leyattiher major taxing jurisdictions to which we
subject.
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NOTE 12 OPERATING LEASES
Vehicles

The Company leases vehicles under noncancelablatope leases. Total rent expense under the agmesnwas approximately $52,000, $31,000
$22,000 for the years ended December 31, 2009,, 20@82007, respectively.

Minimum future lease payments under these vehézeds are as follows:

Year Ending

December 31, Amount
2010 $ 41,37:
2011 19,74+

Total $ 61,11¢

Building
Effective February 2008, the Company entered intogerating lease agreement to lease 3,044 seetreffoffice space. The lease requires initiasgr

monthly lease payments of $11,415. The monthlyngays increase by 4% on each anniversary datele@ke expires in December 2012. Total rent
expense under the agreement was approximately (K1@1and $114,000 for the years ended December08®, &nd 2008, respectively.

The Company has prepaid $34,245, the last threehmoent. Minimum future lease payments undebtliling lease are as follows:

Year Ending

December 31, Amount
2010 $ 148,15:
2011 154,08
2012 160,23¢

Tota § 6247

The Company received $91,320 of landlord incentivegder the lease agreement. The Company has egtardeferred rent liability for this amount that i
being amortized over the term of the lease.

Prior to this lease the Company was paying $1,268 month-to-month lease.

NOTE 13 FAIR VALUE

FASB ASC 820-10-55 Prior authoritative literature: FASB Statement 157air Value Measurementgjefines fair value, establishes a framework
measuring fair value under generally accepted atamy principles and enhances disclosures aboutvBdue measurements. Fair value is defined
FASB ASC 820-1(65 as the exchange price that would be receivedaforasset or paid to transfer a liability (an eodice) in the principal or mc
advantageous market for the asset or liabilityrinoederly transaction between market participamtdhe measurement date. Valuation techniques ta
measure fair value under FASB ASC 8208Hmust maximize the use of observable inputs aimimize the use of unobservable inputs. The stal
describes a fair value hierarchy based on thresdenf inputs, of which the first two are considkobservable and the last unobservable, that magée t
measure fair value which are the following:

Level 1 - Quoted prices in active markets for idtsaitassets or liabilities.

Level 2 -Inputs other than Level 1 that are observablégeeitlirectly or indirectly, such as quoted prices dimilar assets of liabilities; quoted price:
markets that are not active; or other inputs thatodservable or can be corroborated by observabtket data for substantially the full term of tmsets ¢
liabilities.

Level 3 - Unobservable inputs that are supportelitttsy or no market activity and that are signéfitt to the fair value of the assets or liabilities.

The following schedule summarizes the valuatiofirancial instruments measured at fair value oaauring basis in the balance sheet as of Dece8i

2009 and 2008.

Fair Value Measurements at December 31, 20(

Using
Quoted Prices
In Active Significant
Markets for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)
Current Derivative Liabilitie: $ - $ (1,320,67) $ =

Non-Current Derivative Liabilitie: - (1,459,37) -



Short-Term Investments (See Note 3) 23,085,12 - 1,818,35!
Total $ 23,085,12 $ (2,780,05) $ 1,818,35
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Fair Value Measurements at December 31, 20(

Using
Quoted Prices
In Active Significant

Markets for Other Significant

Identical Observable Unobservable
Assets Inputs Inputs

(Level 1) (Level 2) (Level 3)
Long-Term Investments (See Note $ - $ - $ 2,416,36!
Total $ - $ - $  2416,36

Level 1 assets consist of US Treasury Notes, tihe@dtue of these treasuries is based on quote#ieharices.

Level 2 liabilities consist of derivative liabilés (see Note 15). Under FASB ASC 820-10-B%i¢r authoritative literature:FASB Statement 15Fair Value
Measurements, the fair value of the Company's derivative finahinstruments is determined based on the Comgavafuation models that utilize mar
corroborated inputs. The fair value of all denvatcontracts is reflected on the balance sheke clirrent liability amounts represent the faiuesal expecte
to be included in the results of operations forghbsequent year.

Level 3 assets consist of municipal bonds andifigatate preferred stock (see Note 3) with an auncteset feature (“auction rate securities’ARS). Thi
underlying assets for the municipal bonds are stultens which are substantially backed by the fldgovernment. Auction-rate securities are |oegr
floating rate bonds or floating rate perpetual grefd stock tied to shoterm interest rates. After the initial issuancehef securities, the interest rate on
securities is reset periodically, at intervals leished at the time of issuance (primarily evenemy-eight days), based on market demand for a
period. Auction-rate securities are bought and sokhe marketplace through a competitive bidgingcess often referred to as a “Dutch auctidf'there is
insufficient interest in the securities at the tiofean auction, the auction may not be completedi the rates may be reset to predetermined “penalty”
“maximum” rates based on mathematical formulasczoedance with each security's prospectus.

In February 2008, auctions began to fail for theseurities and each auction since then has fallmhsequently, the investments are not currerdlyidi. Ir
the event the Company needed to access these thegisare not expected to be accessible until drleecfollowing occurs: a successful auction ocgtlre
issuer redeems the issue, a buyer is found outdittee auction process or the underlying securitiesure. In October 2008, the Company receivedfin
(the “Offer”) from UBS AG (“UBS”"), one of its invément providers, to sell at par value auctrate securities originally purchased from UBS (28,043
at anytime during a two-year period beginning J88e2010. The Offer was ndrensferable and expired on November 14, 2008. Coligr 28, 2008 tt
Company elected to participate in the Offer. Twmmnpany has classified auction rate securitiehadg-ferm assets on our balance sheet. In additiohe
Offer, UBS is providing no net cost loans up to 76fthe loan-to-market value of eligible auctioteraecurities until June 30, 2010.

Typically, the fair value of ARS investments approates par value due to the frequent resets thrthuglauction process. While the Company contitto
earn interest on its ARS investments at the contahcate, these investments are not currentlyrigadnd therefore do not have a readily determaatdrke
value. Accordingly, the estimated fair value of thRS no longer approximates par value. At DecerBlhe2009, the Company valued the ARS investn
based on Level 3 inputs. The Company utilizedsaalinted cash flow approach to arrive at this vedlnaThe assumptions used in preparing the diseo
cash flow model include estimates of, based on aeddlable as of December 31, 2009, interest rérefng and amount of cash flows, credit and lidtyi
premiums, and expected holding periods of the ARBese assumptions are volatile and subject togehas the underlying sources of these assumptiai
market conditions change. Based on this Levell@atimn, the Company valued the ARS investment$1a818,356, which represents a decline in vali
$206,787 from par.
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Although there is uncertainty with regard to therstterm liquidity of these securities, the Companytoores to believe that the carrying value repres#e
fair value of these marketable securities becatiffeecoverall quality of the underlying investmeatd the anticipated future market for such investis. Ir
addition, the Company has the intent and abilitiidll these securities until the earlier of: the'katfor auction rate securities stabilizes, ttseiés refinance
the underlying security, a buyer is found outsitlthe auction process at acceptable terms, therlyimtp securities have matured or the Company ascye
investment manager’s offer to redeem the securities

Based on the CIT financing, the expected positpperating cash flows, and the Company'’s ability itaé no net cost loans up to 75% of the loamtrke
value, as determined by UBS, on eligible auctide scurities, the Company does not anticipatethent inability to liquidate the auction rate weties tc
adversely affect the Company’s ability to condtgthiusiness.

The following table provides a reconciliation o&theginning and ending balances for the assetsumeehat fair value using significant unobservabigui:
(Level 3):

Fair Value Measurements at Reportin
Date Using Significant Unobservable
Inputs (Level 3)

Level 3 Financial Assets

Balance at January 1, 20 $ -
Purchase 3,800,52.
Sales/Maturitie: (975,000
Realized Loss on Sales/Maturiti (381)
Unrealized Loss Included in Other Comprehensivenme (Loss' (408,77
Balance at December 31, 2008 $ 2,416,36!
Sales (800,000
Unrealized Gain Included in Other Comprehensivehne (Loss 201,98
Balance at December 31, 2009 $ 1,818,35!

The Company’s assessment of the significance aftcplar input to the fair value measurement rexgijudgment and may effect the valuation of the
nonfinancial assets and liabilities and their pfaeet in the fair value hierarchy levels. The fatue of the Company’s asset retirement obligatamas
determined using discounted cash flow methodoldogs®d on inputs that are not readily availabjeuiplic markets. The fair value of the asset reteem
obligations is reflected on the balance sheet li&@Afs.

Fair Value Measurements at December 31, 20(

Using
Quoted Prices
In Active Significant

Markets for Other Significant

Identical Observable Unobservable
December 31 Assets Inputs Inputs

Description 2009 (Level 1) (Level 2) (Level 3)
Other Non-current Liabilities $ (206,74) $ - $ - $ (206,74)
Total $ (206,74) $ - $ - $ (206,747)
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Fair Value Measurements at December 31, 20(

Using
Quoted Prices
In Active Significant

Markets for Other Significant

Identical Observable Unobservable
December 31 Assets Inputs Inputs

Description 2008 (Level 1) (Level 2) (Level 3)
Other Not-current Liabilities $ (61,43) $ - $ - $ (61,437
Total $ (61,437) $ - $ - $ (61,43))

See Note 10 for a rollforward of the Asset Retirah@bligation.

NOTE 14  FINANCIAL INSTRUMENTS

The Company’s non-derivative financial instrumantdude cash and cash equivalents, accounts rddejv@ccounts payable and line of credit. The dagry
amount of cash and cash equivalents, accounts/edatej accounts payable, and line of credit appnaté fair value because of their immediate or stewrh

maturities.

The Company’s accounts receivable relate to oilratdral gas sold to various industry companieedi€terms, typical of industry standards, ara short-

term nature and the Company does not require ecdlat The Company’s accounts receivable at Decethe2009 and 2008 do not represent significant
credit risks as they are dispersed across manyteqarties.

NOTE 15 DERIVATIVE INSTRUMENTS AND PRICE RISK M ANAGEMENT

The Company utilizes commodity swap contracts)toe@uce the effects of volatility in price changesthe oil commodities it produces and sells,réjuce
commodity price risk and (jii) provide a base legktash flow in order to assure it can execuleasdt a portion of its capital spending.

Crude Oil Derivative Contracts Caflow Hedges

Historically, all derivative positions that quadifi for hedge accounting were designated on thetld@at€ompany entered into the contract as a heglgiast
the variability in cash flows associated with tbestasted sale of future oil production. The cémiv hedges were valued at the end of each peridd an
adjustments to the fair value of the contract priosettlement were recorded on the statemenbokisblders’ equity as other comprehensive inconparl)
settlement, the gain (loss) on the cash flow hedaerecorded as an increase or decrease in reverthe statement of operations. The company reports
average oil and gas prices and revenues inclutimgét results of hedging activities.

On November 1, 2009, due to the volatility of priiferentials in the Williston Basin, the Compaaig-designated all derivates that were previously diask

as cash flow hedges and, in addition, the Compasyelected not to designate any subsequent deswaintracts as cash flow hedges under FASB ASE 815
20-25 (Prior authoritative literature:FASB Statement 13#\ccounting for Derivative Instruments and Hedgirgjivities). Beginning on November 1, 2009,
all derivative positions are carried at their faatue on the balance sheet and are markedaiket at the end of each period. Any realizedwandalized gair

or losses are recorded as gain (loss) on derivsgtihed, as an increase or decrease in revenue atatiement of operations rather than as a compohether
comprehensive income or as other income (expense).
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The net mark-to-market loss on the Company's reémgswaps that qualified for cash flow hedge actiograt the date the decision was made to discoatin
hedge accounting totals $2,416,639 as of Decemhe2@®9. The amount is in accumulated other cohgrsive income in stockholders' equity and will be
amortized into revenues as the original forecalsestfjed oil production occurs in 2010 and 2011.

The Company realized a hedging loss of $624,54lagmetiging gain of $778,885 for the years endectdber 31, 2009 and 2008, respectively.

The following table reflects open commodity derivatcontracts as of December 31, 2009, the assokiatiumes and the corresponding weighted average
NYMEX reference price

Weighted Avg
NYMEX Reference
Settlement Period Oil (Barrels) Fixed Price Price

Oil Swaps
01/01/1C- 02/29/12 63,00( 51.2¢ 83.9¢
01/01/1C- 12/31/11 36,00( 66.1¢F 84.2(
01/01/10- 12/31/11 132,00( 82.6( 83.6¢
01/01/1C- 12/31/11 54,00( 84.2¢ 83.5¢

At December 31, 2009, the Company had derivativarnftial instruments under FASB ASC 815-20-25 resdmh the consolidated balance sheet as set forth
below:

Estimated
Type of Contract Balance Sheet Locatior Fair Value
Derivatives Designated as Hedging Instrumel
Derivative Liabilities:
Qil Contracts Other Current Liabilitie: $ 1,320,67!
Oil Contracts Other Non-Current Liabilities 1,459,37.
Total Derivative Liabilities $ 2,780,05.

NOTE 16 EARNINGS PER SHARE

The following is a reconciliation of the numerasord denominator used to calculate basic earningshaee and diluted earnings per share for thesyerade
December 31, 2009, 2008, and 2007:

2009 2008 2007
Net
Net Income Net
Income Shares  Per Share  Adjusted Shares Per Share Loss Shares Per Share

Basic EPS $2,798,952 36,705,267 $ 0.08 $ 2,424,340 31,920,74 $ 0.08 $ (4,305,293) 23,667,11 $(0.18
Dilutive effect of

options - 171,803 - - 732,80 - - - -

Diluted EPS $2,798,95. 36,877,070 $ 0.08  $2,424,34( 32,65355 $ 0.07 $ (4,305,293 23,667,11 $(0.18

For the years ended December 31, 2009 and 200®nepand warrants to purchase 21,678 and 7,47@&shadrcommon stock were not considere
calculating diluted earnings per share becausexbecise prices were greater than the average mmaike of common shares during the year and, toes,
the effect would be anti-dilutive.

As of December 31, 2007, there were 600,000 peatigntililutive shares from stock options that becawercisable during 2007. In addition, there \

4,818,183 warrants that were issued and outstandihgse warrants were exercisable and represpntedtially dilutive shares. As the Company hadss
for the year ended December 31, 2007 the potentdiitive share were anti-dilutive and were notled into the earnings per share calculation.
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NOTE 17 COMPREHENSIVE INCOME

The Company follows the provisions of FASB ASC 2B55 (Prior authoritative literature:FASB Statement 13MReporting Comprehensive Incor
which establishes standards for reporting comprstierincome. In addition to net income, comprehengcome includes all changes in equity duril
period, except those resulting from investmentsdistlibutions to stockholders of the Company.

For the periods indicated, comprehensive incongsjloonsisted of the following:

Year Ended
December 31
2008
2009 Adjusted 2007

Net Income (Loss $ 279895 $ 242434 $ (4,305,29)
Unrealized losses on Short-term Investments (hietxoof $290,000 and $168,000 at December .
2009 and 200¢ (486,20) (240,77.) -
Net unrealized losses on hedges (Net of tax of F@&Bat December 31, 20C (1,483,63) - -
Other Comprehensive income (loss) net $ 829,10t $ 2,183,556/ $ (4,305,29)

NOTE 18 EMPLOYEE BENEFIT PLANS

In 2009, the Company adopted a defined contributi@h(k) plan for substantially all of its employe&be plan provides for Company matching of empé
contributions to the plan, at the Company’s disoretDuring 2009, the Company provided a match rioution equal to 100% of an eligible employee’
deferral contribution, up to 6% of the employeearnings up to $16,500. The Company contribupgioximately $66,400 to the 401(k) plan for ther
ended December 31, 2009.

NOTE 19 SUBSEQUENT EVENTS

In February 2010, the Company entered into a conitsnediap contract. The oil swap contract is for9DD barrels of oil per month for the months of bh
2010 through December 2010 and 4,583 barrels @fevimonth in 2011. The price on the contracixisd at $80.90 per barrel.

SUPPLEMENTAL OIL AND GAS INFORMATION
(UNAUDITED)

Oil and Natural Gas Exploration and Production Activities

Oil and gas sales reflect the market prices opnaduction sold or transferred with appropriateuatipnents for royalties, net profits interest, atiteo
contractual provisions. Production expenses incliftiieg costs incurred to operate and maintaindurctive wells and related equipment including sca$ts
as operating labor, repairs and maintenance, rafesupplies and fuel consumed. Production tasahsde production and severance taxes. Deplefiail o
and gas properties relates to capitalized coststied in acquisition, exploration, and developmamtivities. Results of operations do not includeriest
expense and general corporate amounts. The re$aferations for the company's oil and gas prodn@ctivities are provided in the company's edat
statements of operations.

F-30




Costs Incurred and Capitalized Costs
The costs incurred in oil and gas acquisition, esgtlon and development activities follow:

Year Ended December 31

2009 2008 2007
Costs Incurred for the Yee
Proved Property Acquisitio $ 30,800,88 $ 30,508,13 $ 3,231,69
Unproved Property Acquisitiol - 4,169,77.
Development 18,739,90 9,165,18:i 186,04«
Total $ 49540,78 $ 39,673,32 $ 7,587,51.

Excluded costs for unevaluated properties are agtaied by year. Costs are reflected in the fult po®l as the drilling costs are incurred or adsase
evaluated and deemed impaired. The Company aatésghese excluded costs will be included in tq@etion computation over the next five years. The
Company is unable to predict the future impact epletion rates. The following is a summary of calpied costs excluded from depletion at December 31
2009 by year incurred.

Year Ended December 31

2009 2008 2007
Property Acquisitior $ 1747819 $ 29,080,49 $ 5,147,23!
Drilling 394,06¢ 1,762,53: -
Total $ 1787226 $ 30,843,03 $ 5,147,23!

Oil and Natural Gas Reserves and Related Financidata

Information with respect to the Company’s oil ara groducing activities is presented in the follggviables. Reserve quantities, as well as certain
information regarding future production and disdeuaincash flows, were determined by Ryder Scott Gompindependent petroleum consultants based on
information provided by the company.

Oil and Natural Gas Reserve Data

The following tables present the Company’s indepebg@etroleum consultants’ estimates of its prasiednd gas reserves. The Company emphasizes
that reserves are approximations and are expezigthnge as additional information becomes availddéservoir engineering is a subjective process of
estimating underground accumulations of oil andthascannot be measured in an exact way, andctheacy of any reserve estimate is a function ef th
quality of available data and of engineering anolagical interpretation and judgment.
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Natural

Gas Oil
(MCF) (BLS)
Proved Developed and Undeveloped Reserves at Dece3hp2007 - -
Extensions, Discoveries and Other Additic 220,42( 778,54!
Production (3,969 (50,880
Proved Developed and Undeveloped Reserves at Dece3hb2008 216,45 727,66"
Revisions of Previous Estimat (27,820 (93,819
Extensions, Discoveries and Other Additic 1,619,59 5,456,26.
Production (47,309 (274,529
Proved Developed and Undeveloped Reserves at Dece3hb200¢ 1,760,92: 5,815,57!
Proved Developed Reserves at December 31, 2008 216,45 727,66"
Proved Developed Reserves at December 31, 2009 727,23 2,247,71.

Proved reserves are estimated quantities of oilgaisdwhich geological and engineering data indigath reasonable certainty to be recoverable tinréu
years from known reservoirs under existing econamit operating conditions. Proved developed reseake proved reserves that can be expected to be
recovered through existing wells with existing goméent and operating methods. Proved undevelopedves are included for reserves for which theee is
high degree of confidence in their recoverabilityl ahey are scheduled to be drilled within the rieet years.

Standardized Measure of Discounted Future Net Cdsfiows and Changes Thereil

The following table presents a standardized measfutlescounted future net cash flows relating toved oil and gas reserves and the changes in
standardized measure of discounted future netfé@sh relating proved oil and gas were prepareddcordance with the provisions of ASC 932-235-555
(formerly SFAS 69). Future cash inflows were congpluby applying average prices of oil and gas ferléist 12 months as of December 31, 2009 and durren
prices as of December 31, 2008 to estimated fytroduction. Future production and development oest® computed by estimating the expenditures to be
incurred in developing and producing the provedaai gas reserves at the end of the year, basgeborend costs and assuming continuation of egistin
economic conditions. Future income tax expenses waculated by applying appropriate year-endaes to future pretax cash flows relating to ptboi
and gas reserves, less the tax basis of propertielved and tax credits and loss carryforwardatieg to oil and gas producing activities. Futoe¢ cash
flows are discounted at the rate of 10% annuallyetdve the standardized measure of discountedefuiash flows. Actual future cash inflows may vary
considerably, and the standardized measure doe®nessarily represent the fair value of the Comypgail and gas reserves.
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Year Ended December 31

2009 2008
Future Cash Inflow $ 315,14268 $ 29,342,35
Future Production Cos (105,982,77) (8,719,62)
Future Development Cos (54,011,13) (1,321,94)
Future Income Tax Expen (43,761,76) -
Future Net Cash Inflows 111,387,01 19,300,78
10% Annual Discount for Estimated Timing of Cashv# (43,580,45) (7,514,73)
Standardized Measure of Discounted Future Net Ebshs $ 67,80656 $ 11,786,05

The twelve month average prices for the year efmbmber 31, 2009 and year-end spot prices at Desredd, 2008 were adjusted to reflect applicable
transportation and quality differentials on a wafhwell basis to arrive at realized sales pricesiue estimate the Company’s reserves. The prarabé
Company'’s reserve estimates were as follows:

Natural Gas Oll

MCF Bbl
December 31, 2008 (Spot Pric $ 5.8C $ 38.6(
December 31, 2009 (Average) $ 39 $ 53.0C

Changes in the future net cash inflows discountd®% per annum follow:

Year Ended December 31

2009 2008
Beginning of Periot $ 11,786,05 $ -
Sales of Oil and Natural Gas Produced, Net of Retvola Costs (13,116,47) (3,268,85)
Extensions and Discoveri 74,946,75 19,967,18
Previously Estimated Development Cost Incurred muthe Perioc 1,321,941 -
Net Change of Prices and Production Ci 4,352,38. (3,660,75)
Change in Future Development Cc - (1,251,51j)
Revisions of Quantity and Timing Estima (1,650,62i) -
Accretion of Discoun 1,178,60! -
Change in Income Taxt (20,005,32) -
Purchase of Reserves in Pl: 9,579,95. -
Other (586,71() -
End of Period $ 67,806,556 $ 11,786,05
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QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)
Quarterly data for the years ended December 319,208, and 2007 is as follows:

Quarter Ended

March 31, June 30, September 30

Adjusted** Adjusted** Adjusted** December 31
2009:
Revenue $ 658,26¢ $ 2,275,08. $ 485597 % 6,432,17!
Expense:! 1,047,61. 1,437,44! 2,530,31! 5,077,16.
Income (Loss) from Operatiol (389,34¢) 837,63 2,325,65 1,355,01.
Other Income (Expens: (43,52)) (139,24) 321,58¢ (2,828
Income Tax Provision (Benefi (174,000 280,00( 1,059,00i! 301,00(
Net Income (Loss (258,87)) 418,39¢ 1,588,241 1,051,18:
Net Income (Loss) Per Common Sh- Basic (0.0)) 0.01 0.0 0.0z
Net Income (Loss) Per Common Sh- Diluted (0.03) 0.01 0.0 0.0z

Quarter Ended

March 31, June 30, September 30 December 31

Adjusted** Adjusted** Adjusted** Adjusted**
2008:
Revenue $ 287,02¢ $ 764,52t $ 136265 % 1,907,66'
Expense: 570,57! 548,84¢ 600,21. 1,391,79
Income (Loss) from Operatiol (283,54¢) 215,67¢ 762,44 515,87-
Other Income 96,26¢ 95,42« 155,12: 37,077
Income Tax Provision (Benefi - - - (830,001)
Net Income (Loss (187,27 311,10: 917,56: 1,382,95!
Net Income (Loss) Per Common Sh- Basic and Diluter (0.01) 0.01 0.0z 0.0z

Quarter Ended

March 31, June 30, September 30 December 31
2007:
Revenue $ - $ - $ -3$ -
Expense:! 297,71¢ 894,72( * 309,48 3,011,26.
Loss from Operation (297,719 (894,720 * (309,48) (3,011,26)
Other Income 10,13: 13,66( 42,18¢ 141,91
Income Tax Expens - - - -
Net Loss (287,58¢) (881,060 * (267,29)) (2,869,34)
Net Loss Per Common She- Basic and Dilutet (0.0)) (0.04 * (0.0)) (0.10

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

** In 2009, the company changed its method of aatiog for drilling costs. As required by generadigcepted accounting principles the impact of thenge
in accounting has been applied retrospectivelyltpegiods presented.
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EXHIBIT 10.1€

SUBORDINATED
PROMISSORY NOTE

$250,00020
Febmpai, 2009
Wayzdtinnesota
FOR VALUE RECEIVED, the undersigned, Northern Oihda Gas, Inc., a Nevada corporation (the “Companybomises to pay -
, a resident of the State of Mirtaesw his heirs, successors and/or assigns‘Payee”),at such place as the Payee may designate
time to time, the principal sum of Two Hundred ¥ifthousand and No Cents ($250,089. together with interest on the unpaid principdbbae at the ra

twelve percent (12.0%) per annum. Payee herehyoadkdges that this Subordinated Promissory Nais {Note”) supersedes any and all obligations of
company under that certain Promissory Note in tircfpal amount of $370,008%ssued by the Company to the Payee on January080, 2

Our company shall make payments to the Payee pursaathis Note in arrears to the maximum extentpgsible under that certain Cre
Agreement dated as of February 27, 2009 amongampany, as Borrower, CIT Capital USA Inc., as Adistiative Agent and the Lenders Party theret:
amended, restated, modified or supplemented, thediCAgreement”).Any unpaid principal amount and all accrued butaidpnterest on this Note shall
due and payable in full in a single lump sum ondhat, 2013. Our company reserves and shall haveght to repay at any time and from time to titine
whole or any portion of the unpaid balance of tRiste without premium or penalty, subject to therterand conditions of the Credit Agreement.
payments shall be applied first to accrued but ishipderest and then to any unpaid principal.

The unpaid balance of this Note shall, at the optibPayee and without presentment, demand, nofideshonor or protest, all of which are her
waived by Company, become immediately due and peyabthe case of any one or more of the followéwgnts of default occurring:

(@) Company shall become insolvent, unable to pay éligsdas they mature, admit in writing his inabitiypay his debts as they mature, bec
or be adjudicated bankrupt or shall voluntarilg fl petition for bankruptc

(b) Company shall make a general assignment for thefiberf creditors; ol

(c) Company shall apply for appointment of a receiveradrustee for any substantial portion of his gy or assets or shall permit
appointment of such receiver or trustee who isdistharged within a period of thirty (30) days afach appointmen

The indebtedness represented by this Note shalhbecured and subordinate in right of payment myuidiation to the extent set forth in the Cr
Agreement and any swap agreement entered intorinection with such Credit Agreement. This Noteds-negotiable, and the Payee may not trar
assign, pledge or hypothecate this Note.

No delay or omission on the part of Payee in eg@rgiany right hereunder shall operate as a waif/euch right or of any other remedy under
Note. A waiver on any one occasion shall no




construed as a waiver of any such right or remeds future occasion. This Note is made with refeeeto and shall be construed in accordance wattativ:
of the State of Minnesota.

Northern Oil and Gas, Inc.

By Michael L. Reger
Its Chief Executive Officer

Acknowledged:

[NAME]







EXHIBIT 10.1¢

RESTRICTED STOCK AWARD AGREEMENT

This Restricted Stock Award Agreement (the “Agreatfjehas been made as of , 20__ "t of Award”), by Northern Oil an
Gas, Inc. with its principal offices in Wayzata, iMesota (the “Company”}p , who resides at (t
“Grantee”).
RECITALS

Under the Northern Oil and Gas, Inc. 2009 Equityelmtive Plan (the “Plan”), our compasyCompensation Committee of the Board of Dire:
(the “Committee”)has determined the form of this Agreement and tedeihe Grantee to receive this Restricted Stockréivand the shares of Northern
and Gas, Inc. Common Stock, par value $0.001 pestiCommon Stock }hat are subject hereto. The applicable term&®Pian are incorporated in t
Agreement by reference, including the definitiofiteoms contained in the Plan.

RESTRICTED STOCK AWARD

In accordance with the terms of the Plan, our campes made this Restricted Stock Award effectvefahe Date of Award first indicated abc
and concurrently has issued to the Escrow Agenshiaees of Common Stock upon the following ternt @nditions:

1. Number of Shares
The number of shares of Common Stock issued osfeened under this Restricted Stock Award is ( ).
2. Rights of Grantee as Shareholder

The Grantee, as the owner of record of the shd&r€ommon Stock issued pursuant to this RestrictedkSAward, is entitled to all the rights ¢
shareholder of our company, including the righvate, the right to receive cash or stock dividersag] the right to receive shares in any recapétttin o
our company. If the Grantee receives any additishares by reason of being the holder of the shafeCommon Stock issued or transferred unde
Restricted Stock Award or of the additional shgyesviously distributed to the Grantee, all the #iddal shares shall be subject to the provisionthiz
Agreement.

3. Period of Restriction

The Period of Restriction under this RestrictedcktAward shall commence on the Date of Award amgirexupon the earliest of (i) our compi
undergoes a Change of Control as defined in the, Filathe attainment of the following performanaigjectives:




, or (iii) if applicable, the vesting of shares @bmmon Stock issued under this Restricted Stock rAwa equal installments of
( ) shares each, in accordance with thewollp vesting schedule:

Vesting Date
(Expiration of Period of Restrictiol Shares Released from Restrictic

4. Conditions during Period of Restrictia
During the Period of Restriction the followingnditions must continue to be satisfied:
a. the employment of the Grantee with our company masterminate for any reason; &

b. the Grantee must not, voluntarily or involuntariell, assign, transfer, pledge, or otherwise dispaf the nonvested shares of Com
Stock issued or transferred pursuant to this RisttiStock Award

5. Consequences of Failure to Satisfy Conditie
The following shall be the consequences of Grasttélure to satisfy the conditions in Sectionm8 4 during the Period of Restriction.

a. If the conditions of Sections 3 and 4(a) are ntisBed, either by act of the Grantee or otherwi$ethe Grantee will forfeit the nonves
shares of Common Stock issued or transferred potrsioathis Restricted Stock Award; (i) the Grantedl assign and transfer t
certificates evidencing ownership of such nonvesteares to our company, (i) all interest of thea@ee in such nonvested shares
terminate, and (iv) the Grantee shall cease tosk@eeholder with respect to such nonvested st

b. Any attempted sale, assignment, transfer, pledgetiter disposition of the nonvested shares of Comi8tock issued or transfer
pursuant to this Restricted Stock Award in violatif the condition in Section 4(b), whether volugtar involuntary, shall be ineffecti
and our company shall not be required to transfembnvested share

6. Lapse of Restrictions

At the end of the Period of Restriction, if the diions specified in Sections 3 and 4(a) have ksaisfied during the Period of Restriction,
restrictions shall terminate, and the Grantee sle#ntitled to receive the certificates represgntie shares out of escrow without the legendsigeal that i
the Grantee has attempted to violate the condgpmtified in Section 4(b), our company shall haee@hbligation to deliver unlegended certificatesaiyont
other than the Grantee. However, in the evennaddittempted violation of the condition specifiedSaction 4(b), our company shall be entitled tchiadtic
delivery of any of the certificates if, and for kmg as, in the judgment of our compasgounsel, our company would incur a risk of lidpito any part
whom such shares were purported to be sold, tnaesgfepledged, or otherwise disposed.




7. Legend on Certificates

In the event a stock certificate is issued to evigeownership of shares of Common Stock issuedaosfierred pursuant to this Restricted S
Award, each certificate so issued during the Pesfd@estriction shall bear the following legendtbe back side of the certificate:

These shares have been issued or transferred subjec Restricted Stock Award Agreement and argestiio substantial
restrictions, including but not limited to, a prbition against transfer, either voluntarily or imwotarily, and a provision requiring
transfer of these shares to Northern Oil and Gas, (the “Company”) without any payment in the evehtermination of the
employment of the registered owner, all as moréqaarly set forth in a Restricted Stock Award Agment, a copy of which is on
file with our company.

In any event, our company or its transfer agenil flo¢d the shares of Common Stock issued or teansfl pursuant to this Restricted Stock Award or@s
during the Period of Restriction.
8. Specific Performance of the Grantee@Govenants

By accepting this Restricted Stock Award and tiseasce and delivery of the shares of Common Stackupnt to this Restricted Stock Award,
Grantee acknowledges that our company does notdraaelequate remedy in damages for the breacheb@rdntee of the conditions and covenants set
in this Restricted Stock Award Agreement and agtkasour company is entitled to and may obtairer or a decree of specific performance agaire
Grantee issued by any court having jurisdiction.
9. Employment with our company

Nothing in this Agreement or in the Plan shall @nfpon the Grantee the right to continued emplaymith our company.

10. Section 83(b) Election

If the Grantee makes an election pursuant to 8)8#(the Internal Revenue Code, the Grantee shathptly file a copy of such election with «
company.

11. Withholding Tax

Before a certificate for shares of Common Stocisssied or delivered pursuant to this Restricte@iStoward or if the Grantee makes the elec
permitted by § 83(b) of the Internal Revenue Codeammpany may, by notice to the Grantee, reqiia¢ the Grantee pay to our company the amot
federal, state, or local taxes, if any, requiredadw to be withheld. Our company may satisfy ththkolding obligation by withholding shares of Cormm
Stock having a fair market value equal to the witbimg tax; or by requiring the Grantee to pay tw oompany, in cash, an amount sufficient to caug
company'’s withholding obligation.

[and/or]




If the Grantee makes an election pursuant to §)8&¥(the Internal Revenue Code, our company shéthin fifteen (15) days following the rece
by our company of a copy of such election, payhto Grantee, or directly to the appropriate taxintherity, a cash bonus equal to the amount of stat
federal income tax required to be paid by Grante&mntees receipt of the Restricted Stock Award, includiag incurred due to the payment of such
bonus, as determined by our company in its sokeretion.

12. Notices of Payments

Any notice to be given by the Grantee under thise&gent shall be in writing and shall be deemebaie been given only upon receipt by
Secretary of our company at 315 Manitoba Avenuée200, Wayzata, Minnesota 55391, or at such addas may be communicated in writing to
Grantee from time to time. Any notice or commutima by our company to the Grantee under this Agwag shall be in writing and shall be deemed te
been given if mailed or delivered to the Grantethataddress listed in the records of our compamt such address as specified in writing to oungany b
the Grantee.

13. Waiver

The waiver by our company of any provision of tAgreement shall not operate as, or be construed,ta waiver of the same or any other provi
of this Agreement at any subsequent time for ahgrgpurpose.

14. Termination or Modification of Restrcted Stock Award

This Restricted Stock Award shall be irrevocableegt that our company shall have the right to reuviblis Agreement at any time during the Pe
of Restriction if it is contrary to law or modifyis Restricted Stock Award to bring it into compli@ with any valid and mandatory law or governr
regulation. In the event of revocation of this égment pursuant to the foregoing, our company nmay riptice to the Grantee that the nonvested shad
Common Stock are to be assigned, transferred, elinteted to our company as though the Grasteeiployment with our company terminated on the di
the notice.
15. Section Headings

The section headings in this Agreement are for eni@nce of reference only and shall not be deersgzhd of, or germane to, the interpretatio
construction of this Agreement.

16. Determination by Committee

Determinations by the Committee shall be final aodclusive with respect to the interpretation & EHan and this Agreement.
17. Governing Law

The validity and construction of this Agreementlsha governed by the laws of the State of Nevada.

IN WITNESS WHEREOF, our company has caused thiségrent to be executed and granted in, to be eféeat of , 20

Northern Oil and Gas, Inc.

By Michael L. Reger
Its Chief Executive Office




ACCEPTANCE OF RESTRICTED STOCK AWARD

The undersigned Grantee accepts this Restrictezk $tward and the ( ) shares afran Stock issued or transferred ui

this Agreement and agrees to be bound by the pomgsof this Agreement, including but not limited the agreements and covenants of the Gr
expressed in § 4.

Dated this day of , 20

Grantee







EXHIBIT 23.1

MANTYLA MCREYNOLDS LLC

178 South Rio Grande Street, Suite 200
Salt Lake City, Utah 84101
Telephone: 801.269.1818
Facsimile: 801.266.3481

The Board of Directors
Northern Oil and Gas, Inc

We hereby consent to the incorporation by referémaegistration statements on Form S-8 (Nos. 383383 and 333-160602) and on Form S-3 (Nos. 333
158320 and 33363779) of Northern Oil and Gas, Inc. our repogted March 8, 2010, with respect to the balancetshe Northern Oil and Gas, Inc., a
December 31, 2009 and 2008, and the related statermfoperations, stockholders' equity, and clshsffor each of the years in the thrgear period ende
December 31, 2009 and the effectiveness of intexorarol over financial reporting as of Decembey 3109, which reports appear in the December 309
annual report on Form 10-K of Northern Oil and Gas,

/sl Mantyla McReynolds LL

Salt Lake City, Utah
March 8, 2010







EXHIBIT 23.3

CONSENT OF RYDER SCOTT COMPANY, L.P.

Northern Oil and Gas, Ini
315 Manitoba Avenue — Suite 200
Wayzata, Minnesota 55391

Gentlemen:

The undersigned hereby consents to the referencegrtfirm in the form and context in which theypegr in the Annual Report on Form KOef
Northern Oil and Gas, Inc. for the year ended Ddmam31, 2009 (th“Annual Report”). We hereby further consent to the inclusion in thendal Report ¢
estimates of oil and gas reserves contained inrguorts “Northern Oil and Gas, Inc. Estimated Future Reserves and Income Attributabl€ertair
Leasehold Interest- SEC Parameters — As of December 31, 20i@¥®d “ Northern Oil and Gas, Inc. Estimated Future Reserves and Income Attributad
Certain Leasehold Interests — $80 Oil — Sensiti@ase — As of December 31, 2009nd to the inclusion of our report dated Februg&y2010 as an exhil
to the Annual Report. We further consent to tteoiporation by reference thereof into Northern &itl Gas, Inc.’s Registration Statements on Forén S-
(Registration Nos. 333-148333 and 333-160602) anBam S-3 (Registration Nos. 333-158320 and 333716).

RYDER SCOTT COMPANY, L.P.
/sl Ryder Scott Company, L.

Denver, Colorado
March 8, 2010



EXHIBIT 31.1
CERTIFICATION

I, Michael L. Reger, certify that:

1. I have reviewed this annual report on Forr-K of Northern Qil and Gas, Inc. for the year en@stember 31, 200!

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or ométéde a material fact necessary to make
statements made, in light of the circumstancesuwtieh such statements were made, not misleaditigrespect to the period covered by this reg

3. Based on my knowledge, the financial statements$ odimer financial information included in this repdairly present in all material respects theaficia
condition, results of operations and cash flowthefregistrant as of, and for, the periods preseintéhis report

4. The registrant’s other certifying officer(s)dainare responsible for establishing and maintgimiisclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 18s{{)) for
the registrant and hav

a) Designed such disclosure controls and prgesdor caused such disclosure controls and puoegsdo be designed under our supervision, to
ensure that material information relating to thgistant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidhg report is being prepare

b) Designed such internal control over financial réipgr or caused such internal control over finah@gorting to be designed under ¢
supervision, to provide reasonable assurance rieggttae reliability of financial reporting and tipeeparation of financial statements for exte
purposes in accordance with generally accepteduatiog principles

c) Evaluated the effectiveness of the registatisclosure controls and procedures and predentthis report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

d) Disclosed in this report any change in #gistrant’s internal control over financial repogithat occurred during the registrant’'s most recen
fiscal quarter (the registrastfourth fiscal quarter in the case of an annyab® that has materially affected, or is reasopdikély to materially
affect, the registra’s internal control over financial reporting; ¢

5. The registrant’s other certifying officer(s)dinhave disclosed, based on our most recent el@tuaf internal control over financial reporting, the
registran’s auditors and the audit committee of regis’s board of directors (or persons performing thevedent functions)

a) All significant deficiencies and material weaknesthe design or operation of internal control ofreancial reporting which are reasona
likely to adversely affect the registr’s ability to record, process, summarize and refpmancial information; an

b) Any fraud, whether or not material, thatolhwes management or other employees who have #isagnt role in the registrant’s internal control
over financial reporting

Dated: March 8, 201 By: /s/Michael L. Rege
Michael L. Reger
Chief Executive Office



EXHIBIT 31.2
CERTIFICATION

I, Ryan R. Gilbertson, certify that:

1. I have reviewed this annual report on Forr-K of Northern Qil and Gas, Inc. for the year en@stember 31, 200!

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or ométéde a material fact necessary to make
statements made, in light of the circumstancesuwtieh such statements were made, not misleaditigrespect to the period covered by this reg

3. Based on my knowledge, the financial statements$ odimer financial information included in this repdairly present in all material respects theaficia
condition, results of operations and cash flowthefregistrant as of, and for, the periods preseintéhis report

4. The registrant’s other certifying officer(s)dainare responsible for establishing and maintgimiisclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 18s{{)) for
the registrant and hav

a) Designed such disclosure controls and prgesdor caused such disclosure controls and puoegsdo be designed under our supervision, to
ensure that material information relating to thgistant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidhg report is being prepare

b) Designed such internal control over financial réipgr or caused such internal control over finah@gorting to be designed under ¢
supervision, to provide reasonable assurance rieggttae reliability of financial reporting and tipeeparation of financial statements for exte
purposes in accordance with generally accepteduatiog principles

c) Evaluated the effectiveness of the registatisclosure controls and procedures and predentthis report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

d) Disclosed in this report any change in #gistrant’s internal control over financial repogithat occurred during the registrant’'s most recen
fiscal quarter (the registrastfourth fiscal quarter in the case of an annyab® that has materially affected, or is reasopdikély to materially
affect, the registra’s internal control over financial reporting; ¢

5. The registrant’s other certifying officer(s)dinhave disclosed, based on our most recent el@tuaf internal control over financial reporting, the
registran’s auditors and the audit committee of regis’s board of directors (or persons performing thevedent functions)

a) All significant deficiencies and material weaknesthe design or operation of internal control ofreancial reporting which are reasona
likely to adversely affect the registr’s ability to record, process, summarize and refpmancial information; an

b) Any fraud, whether or not material, thatolhwes management or other employees who have #isagnt role in the registrant’s internal control
over financial reporting

Dated: March 8, 201 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., on Form IK{or the period ended December 31, 2009, as filgld the Unite«
States Securities and Exchange Commission on tieehgaeof, (the “Report”gach of the undersigned officers of our companglhecertifies, pursuant
18 U.S.C. Section 1350, as adopted pursuant o806 of the Sarbanes-Oxley Act of 2002, thahtbest of his knowledge:

(1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh1934; anc

(2) The information contained in the Report fairly mets, in all material respects, the financial cbadiand results of operations of our compe

Date: March 8, 201( By: /s/ Michael L. Rege

Michael L. Reger
Chief Executive Officer and Direct

Date: March 8, 201( By: /s/ Ryan R. Gilbertso

Ryan R. Gilbertson
Chief Financial Officer and Direct«

A signed original of this written statement reqditey Section 906 of the Sarbanes-Oxley Act of 20882 been provided to our company and will be
retained by our company and furnished to the Séesidnd Exchange Commission or its staff uponesgu







EXHIBIT 99.1

REPORT OF RYDER SCOTT COMPANY, L.P.

Northern Oil and Gas, Ini
315 Manitoba Avenue — Suite 200
Wayzata, Minnesota 55391

Gentlemen:

At your request, we have prepared an estimateeofdberves, future production, and income attrlilatto certain leasehold interests of Northerr
and Gas, Inc. as of December 31, 2009. The supjegerties are located in the States of MontarthNwrth Dakota. The reserves and income data
estimated based on the definitions and disclosuigetines contained in the United States Securdied Exchange Commission Title 17, Code of Fe
Regulations, Modernization of Oil and Gas Reportiigal Rule released January 14, 2009 in the B¢&agister (SEC regulations). The proved netrves
attributable to the properties that we evaluatembawt for 100 percent to the total proved net ligoydrocarbon and total net gas reserves. Thédtsesfoul
third party study, completed on February 23, 2@16,presented herein.

The estimated reserves and future net income amquesented in this report, as of December 31, 2089%elated to hydrocarbon prices.
hydrocarbon prices used in the preparation of rt are based on the average prices during 2hmahth period prior to the ending date of the pe
covered in this report, determined as unweight@traetic averages of the prices in effect on thstdilay-of-themonth for each month within such peri
unless prices were defined by contractual arrangesnas required by the SEC regulations. Actualrufprices may vary significantly from the pri
required by SEC regulations; therefore, volumeresérves actually recovered and the amounts ofrincactually received may differ significantly frate
estimated quantities presented in this report. r€kalts of this study are summarized below.

SEC PARAMETERS
Estimated Net Reserves and Income Data*
Certain Leasehold Interests of
Northern Qil and Gas, Inc.
As of December 31, 2009

Proved
Developed Total
Producing Non-Producing Undeveloped Proved*
Net Remaining Reserve
Oil/Condensat— Barrels 1,647,03. 600,68 3,567,86. 5,815,57!
Plant Product- Barrels 0 0 0 0
Gas- MMCF 51z 214 1,03¢ 1,761
Income Data M$
Future Gross Reveni $79,21: $28,98! $171,25! $279,45!
Deductions 22,34 9,85¢ 92,10¢ 124,30¢
Future Net Income (FN $56,87: $19,12¢ $79,15( $155,14!
Discounted FNI @ 10¢ 37,78t $12,79! $37,23: $87,81:

*From Landmark Graphics Corporation’s “ARIES”.

Liquid hydrocarbons are expressed in standard #idrgbarrels. All gas volumes are sales gas espeeén millions of cubic feet (MMCF) at t
official temperature and pressure bases of thesarewhich the gas reserves are located. The vapooducing status categories are defined undetat!

"Reserve Definitions" in this report.




The estimates of the reserves, future productiod, income attributable to properties in this repsere prepared using the economic soft
package Aries for Windows, a copyrighted progranharidmark Graphics. The program was used solellyeatequest of Northern Oil and Gas, Inc. R
Scott has found this program to be generally aatd#t but notes that certain summaries and calonkimay vary due to rounding and may not ex
match the sum of the properties being summarifedthermore, one line economic summaries may Mayktly from the more detailed cash flow project
of the same properties, also due to rounding. réhading differences are not material.

The future gross revenue is after the deductigor@fluction taxes. The deductions are comprisédeohormal direct costs of operating the wells
valorem taxes, recompletion costs and developmestsc The future net income is before the dednatiostate and federal income taxes and has nal
adjusted for outstanding loans that may exist ragsdit include any adjustment for cash on handmalistributed income. Liquid hydrocarbon rese
account for approximately 98 percent and gas resesecount for 2 percent of total future grossmaegrom proved reserves.

The discounted future net income shown above whsilaged using a discount rate of 10 percent pemuamcompounded monthly. Future
income was discounted at four other discount natésh were also compounded monthly. These reavitshown in summary form as follows.

Discounted Future Net Income
As of December 31, 200

Discount Rate Total Proved
Percent M$
5 $112,93C
15 $71,353
20 $59,793
25 $51,253

The results shown above are presented for yournrg#tion and should not be construed as our estiofdter market value.
Reserves Included in This Repc

The proved reserves included herein conform tal#gfmition as set forth in the Securities and ExgfemCommission's Regulation S-X Part 21004-
(a) as clarified by subsequent Commission Staffolicting Bulletins. The definitions of proved reses are included under the taBetroleum Reserv
Definitions” in this report. The reserves and income quantaisbutable to the different reserve classificas that are included herein have not |
adjusted to reflect the varying degrees of risloeissed with them and thus are not comparable.

Estimates of Reserve

The reserves for the properties included hereirevestimated by performance methods or analogygeireral, reserves attributable to produ
wells and/or reservoirs were estimated by perfoeeamethods such as decline curve analysis whidlzadti extrapolations of historical product
data. Reserves attributable to non-producing awigveloped reserves included herein were estinst@ghalogy.

To estimate economically recoverable oil and gasrrees and related future net cash flows, we censidny factors and assumptions including
not limited to, the use of reservoir parametersvadrfrom geological, geophysical and engineeriatadvhich cannot be measured directly, economiera
based on current costs and SEC pricing requiremantsforecasts of future production rates. UrtderSEC regulations 210¥3(a)(22)(v) and (26), prov
reserves must be demonstrated to be economicaligupible based on existing economic conditionsuiticig the prices and costs at which econ:
producibility from a reservoir is to be determiresiof the effective date of the report. Northeiha@d Gas, Inc. has informed us that they haveishied u
all of the accounts, records, geological and erging data, and reports and other data requiredhisrinvestigation. In preparing our forecastfuture
production and income, we have relied upon dataisbhed by Northern Oil and Gas, Inc. with respegbrioperty interests owned, production and welis
from examined wells, normal direct costs of opamtithe wells or leases, other costs such as tramaspo and/or processing fees, produc
taxes, recompletion and development costs, ptoguces based on the SEC regulations, geologicapsnwell logs, core analyses, and pres
measurements. Ryder Scott reviewed such facttalfdaits reasonableness; however, we have natwszied an independent verification of the data ket
by Northern Oil and Gas, Inc.




The reserves included in this report are estimatdg and should not be construed as being exaattifigs. They may or may not be actu
recovered, and if recovered, the revenues therefimnthe actual costs related thereto could be moless than the estimated amounts. Moreovemat:
of reserves may increase or decrease as a regutticé operations.

Future Production Rates

Initial production rates are based on the curreotipcing rates for those wells now on productidest data and other related information were
to estimate the anticipated initial production sater those wells or locations which are not cutyeproducing. If no production decline trend Haser
established, future production rates were held teomsor adjusted for the effects of curtailmentewehappropriate, until a decline in ability to puod wa
anticipated. An estimated rate of decline was tgplied to depletion of the reserves. If a dectiend has been established, this trend was st das
for estimating future production rates. For ressriot yet on production, sales were estimatedtmnmence at an anticipated date furnished by Naortél
and Gas, Inc.

The future production rates from wells now on prtthn may be more or less than estimated becausleasiges in market demand or allowable
by regulatory bodies. Wells or locations thatm@oecurrently producing may start producing eaudiefater than anticipated in our estimates.

Hydrocarbon Prices

The hydrocarbon prices used herein are based caverage prices during the t@nth period prior to the ending date of the perdoudered in thi
report, determined as the unweighted arithmeticameas of the prices in effect on the first-daytafsnonth for each month within such period, unlessq
were defined by contractual arrangements. Fordoatbon products sold under contract, the conpeces including fixed and determinable escalat
exclusive of inflation adjustments, were used ustibiration of the contract. Upon contract expinat the prices were adjusted to therbi@dnth unweighte
arithmetic average as previously described.

The effects of derivative instruments designategra® hedges of oil and gas quantities are négatfd in our individual property evaluations.
Costs

Operating costs for the leases and wells in tipsntewvere furnished by Northern Qil and Gas, In anclude only those costs directly applicabl
the leases or wells. The operating costs inclugertion of general and administrative costs alledadirectly to the leases and wells. When appleét
operated properties, the operating costs includepmopriate level of corporate general administeatnd overhead costs. The operating costs far no
operated properties include the COPAS overhead ¢bat are allocated directly to the leases andswelder terms of operating agreements. No dezh
was made for loan repayments, interest expensesptoration and development prepayments that wereharged directly to the leases or wells.

Development costs were furnished to us by Nortl@tand Gas, Inc. and are based on authorizationexpenditure for the proposed work or ac
costs for similar projects. The estimated net aishbandonment after salvage was included for gntegs where abandonment costs net of salvag
significant. The estimates of the zero net abarnt costs furnished by Northern Oil and Gas, Were accepted without independent verification.

Because of the direct relationship between voluofgzroved undeveloped reserves and developmens,ple@ include in the proved undevelo
category only reserves assigned to undevelopedidosathat we have been assured will definitelydtibed . Northern Oil and Gas, Inc. has assured |
their intent and ability to proceed with the deyeient activities included in this report, and tttegy are not aware of any legal, regulatory or tall
obstacles that would significantly alter their [gan

Current costs used by Northern Oil and Gas, Inceweld constant throughout the life of the prdpert
Standards of Independence and Professional Quadfion

Ryder Scott is an independent petroleum engineeamgulting firm that has been providing petroleconsulting services throughout the world
over seventy years. Ryder Scott is employee ovamedmaintains offices in Houston, Texas; Denvetof@ado; and Calgary, Alberta, Canada. We have
eighty engineers and geoscientists on our permantafit By virtue of the size of our firm and tleege number of clients for which we provide seegicnc
single client or job represents a material portbour annual revenue. We do not serve as offioedirectors of any publicly traded oil and gaswpany an
are separate and independent from the operatingiraestment decisiomaking process of our clients. This allows us tmd the highest level
independence and objectivity to each engagemeimtiioservices.

Ryder Scott actively participates in industry rethprofessional societies and organizes an anmlicgforum focused on the subject of rese
evaluations and SEC regulations. Many of our dtaffe authored or cadthored technical papers on the subject of resaslated topics. We encourage
staff to maintain and enhance their professionilsdky actively participating in ongoing contingireducation.

Ryder Scott requires that staff engineers and gemtssts have received professional accreditatio, are maintaining in good standing, a regis
or certified professional engineer’s license oregistered or certified professional geoscierttiditense, or the equivalent thereof, from an appate
governmental authority or a recognized self-regindaprofessional organization prior to becomingoéicer of the Company.

We are independent petroleum engineers with regpddorthern Oil and Gas, Inc.. Neither we nor ahyny of our employees have any intere
the subject properties and neither the employntedbtthis work nor the compensation is contingenvor estimates of reserves for the properties liiviere
reviewed.

The professional qualifications of the undersigribé, technical person primarily responsible forig#eing and approving the reserves informs
discussed in this report, are included as an attaghto this letter.

Terms of Usage

This report was prepared for the exclusive usesahel benefit of Northern Oil and Gas, Inc. and maybe put to other use without our prior wri
consent for such use. The data and work papedsindgbe preparation of this report are availablegxamination by authorized parties in our officEdeas



contact us if we can be of further service.

Approved:

/s/ James L. Baird

James L. Baird, P.E.
Senior Vice President

Very truly yours,

RYDER SCOTT COMPANY, L.P.
TBPE Firm Registration No. F-1580
/s/ Richard J. Matsha

Richard J. MarshaltP
Vice President







