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DOCUMENTS INCORPORATED BY REFERENCE
Portions of the proxy statement related to thestegit's 2012 Annual Meeting of Shareholders aceriporated by reference into Part Il of this arimeaort.
CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STA TEMENTS

We are including the following discussion to infoour existing and potential security holders gelerd some of the risks and uncertainties that atfact our company and to take advantage of thée“sarbor’protection fo
forward-looking statements that applicable fedseaiurities law affords.

From time to time, our management or persons acimgur behalf may make forwatdeking statements to inform existing and potersieturity holders about our company. All statemeititer than statements of histor
facts included in this report regarding our finahgiosition, business strategy, plans and objestfenanagement for future operations, industrydd@ns, and indebtedness covenant complianceaaveafdiooking statements. Wh
used in this report, forward-looking statementsgeeerally accompanied by terms or phrases sutistimate,” “project,” “predict,” “believe,” “expe¢’ “anticipate,” “target,” “plan,” “intend,” “seeK “goal,” “will,” “should,” “may” or
other words and similar expressions that conveyutieertainty of future events or outcomes. ltemst@mplating or making assumptions about, actuglotential future sales, market size, collaborati@msl trends or operating res
also constitute such forward-looking statements.

Forward-looking statements involve inherent riskd ancertainties, and important factors (many oictvtare beyond our company’s control) that couldseaactual results to differ materially from these forth in the forward-
looking statements, including the following: cruniéand natural gas prices, our ability to raiseaccess capital, general economic or industry itiond, nationally and/or in the communities in afiour company conducts busin:
changes in the interest rate environment, leg@siatir regulatory requirements, conditions of theusities markets, changes in accounting principtedicies or guidelines, financial or political tability, acts of war or terrorism, ott
economic, competitive, governmental, regulatory mthnical factors affecting our company’s operatigroducts and prices.

We have based any forwalabking statements on our current expectationsamsdmptions about future events. While our manageowasiders these expectations and assumptidres teasonable, they are inherently subje
significant business, economic, competitive, regujaand other risks, contingencies and unceresntnost of which are difficult to predict and masfywhich are beyond our control. Accordingly, réswactually achieved may diff
materially from expected results in these statemdfarward-looking statements speak only as ofitite they are made. You should consider carefolystatements in “ltem 1A. Risk Factoesid other sections of this report, wt
describe factors that could cause our actual esuldiffer from those set forth in the forwardHig statements. Our company does not undertakespecifically disclaims, any obligation to updarey forwardlooking statements
reflect events or circumstances occurring afterddtte of such statements.

Readers are urged not to place undue relianceese ttorward-looking statements, which speak onlgfake date of this report. We assume no obligatiioupdate any forwarlboking statements in order to reflect any eve
circumstance that may arise after the date ofrépsrt, other than as may be required by applickvieor regulation. Readers are urged to carefilijew and consider the various disclosures madeshin our reports filed with tl
United States Securities and Exchange Commisdien“8EC")which attempt to advise interested parties of islesrand factors that may affect our businessnfife condition, results of operation and cash foif one or more of the
risks or uncertainties materialize, or if the ugiag assumptions prove incorrect, our actual rssmay vary materially from those expected or pigje.




GLOSSARY OF TERMS

Unless otherwise indicated in this report, natges volumes are stated at the legal pressure bése state or geographic area in which the reseave located at 60 degrees Fahrenheit. Crudedihatural gas equivalents
determined using the ratio of six Mcf of naturas ga one barrel of crude oil, condensate or nagaalliquids.

The following definitions shall apply to the tecbai terms used in this report.
Terms used to describe quantities of crude oil andatural gas:
“ Bbl” — barrel or barrels.
“ BOE " — barrels of crude oil equivalent.
“ Boepd” - barrels of crude oil equivalent per day.
“ MBbI ” — thousand barrels.
“MBoe” -—thousand barrels of crude oil equivalent.
“ Mcf " — thousand cubic feet of gas.
“ Mcfe " — thousand cubic feet of gas equivalent.
“ MMBbls " — million barrels.
“ MMBoe” - million barrels of crude oil equivalent.
“ MMbtu * — million British thermal units.
“ MMcf ” — million cubic feet of gas.
“ MMcfe " — million cubic feet of gas equivalent.
“ MMcfepd” — million cubic feet of gas equivalent per day.
“ MMcfpd " — million cubic feet of gas per day.

“ NGL " — natural gas liquids.

Terms used to describe our interests in wells andceeage:
“ Completion” means the process of treating a drilled well followedthg installation of permanent equipment for thedpiation of crude oil and/or natural gas.
“ Conventional play' is an area that is believed to be capable of peciod) crude oil and natural gas occurring in digceecumulations in structural and stratigraptapst

“ Developed acreagemeans acreage consisting of leased acres spaeedignable to productive wells. Acreage includesiiacing units of infill wells is classified asvéoped acreage at the time production commenoes the initia
well in the spacing unit. As such, the additioraofinfill well does not have any impact on a compsamount of developed acreage.




“ Development well is a well drilled within the proved area of a crugleor natural gas reservoir to the depth of ggraphic horizon (rock layer or formation) notedite productive for the purpose of extracting proeaste oil o
natural gas reserves.

“ Dry hole” is an exploratory or development well found toibeapable of producing either crude oil or natgas in sufficient quantities to justify completias a crude oil or natural gas well.

“ Exploratory well” is a well drilled to find and produce crude oilratural gas in an unproved area, to find a newvegen a field previously found to be producingude oil or natural gas in another reservoir, oextend a know
reservoir.

“ Gross acres refer to the number of acres in which we own asgrworking interest.
“ Gross well’ is a well in which we own a working interest.
“ Held by production” is a provision in an oil and gas lease that extenclsmpany’s right to operate a lease as longeapribperty produces a minimum quantity of crudeand natural gas.

“ Infill well " is a subsequent well drilled in an established isgagnit to the addition of an already establisheatuctive well in the spacing unit. Acreage dnich infill wells are drilled is considered devetabcommencing with tf
initial productive well established in the spacingt. As such, the addition of an infill well doest have any impact on a company’s amount of dpesl acreage.

“ Net acres’ represent our percentage ownership of gross acreééeieacres are deemed to exist when the sunactidnal ownership working interests in gross aexgsals one (e.g., a 10% working interest in aeleavering 640 gro
acres is equivalent to 64 net acres).

“Net acres under the bit or “ net acreage under the bit means those net leased acres on which wells ark dplling, drilled, awaiting completion or compileg in the spacing unit only, and not yet classifas developed acree
regardless of whether or not such acreage conpathved reserves. Acreage included in spacing wiiisfill wells is not considered under the bitcaeise such acreage was already previously classifieleveloped acreage when
initial well was completed in the subject spacimgt.u

“ Net well” is deemed to exist when the sum of fractional emhip working interests in gross wells equals one.

“ NYMEX " means the New York Mercantile Exchange, which tesignated contract market that facilitates agdlates the trading of crude oil and natural garacts subject to NYMEX rules and regulations.

“ OPEC” means the Organization of Petroleum Exporting iZoes.

“ Productive well is an exploratory or a development well thatapable of producing hydrocarbons in sufficient ditis such that proceeds from the sale of theyrtidn exceed production expenses and taxes.

“ Unconventional play” is an area believed to be capable of producingecnidand/or natural gas occurring in cumulatidmet @are regionally extensive but require recendlyetoped technologies to achieve profitability.e3@ aree
tend to have low permeability and may be closespeimted with source rock as this is the case eviille oil and natural gas shale, tight crude ail matural gas sands and coal bed methane.

“ Undeveloped acreagemeans those leased acres on which wells have eatdyéled or completed to a point that would pertié production of economic quantities of crudeaod natural gas, regardless of whether or ndt sgeeag
contains proved reserves. Undeveloped acreagediesinet acres under the bit until a productive iwelstablished in the spacing unit.

“ Working interest” means the right granted to the lessee of a propestyplore for and to produce and own crude aitural gas, or other minerals. The working intecsgners bear the exploration, development, andatipg costs o
either a cash, penalty, or carried basis.




Terms used to assign a present value to or to clafysour reserves:

“ Proved reserve$ — Proved crude oil and natural gas reserves are tioaetities of crude oil and natural gas, which,amalysis of geoscience and engineering data, easstimated with reasonable certainty to be ecocally
producible—from a given date forward, from knowsewvoirs, and under existing economic conditioprating methods, and government regulatiopser to the time at which contracts providing tiight to operate expire, unle
evidence indicates that renewal is reasonably icentegardless of whether deterministic or probstid methods are used for the estimation. Thgeptdo extract the hydrocarbons must have comntecehe operator must
reasonably certain that it will commence the projeithin a reasonable time.

“ Proved developed reserves (PDP’s} Reserves that can be expected to be recoveredgthexisting wells with existing equipment and opiega methods. Additional crude oil and natural gapected to be obtained through
application of fluid injection or other improvedcavery techniques for supplementing the naturalgerand mechanisms of primary recovery are inclinlédroved developed reserveshly after testing by a pilot project or after
operation of an installed program has confirmedugh production response that increased recovdrpevachieved.

“ Proved developed non-producing reserves (PDNP’s)- Proved crude oil and natural gas reserves tead@reloped behind pipe, shiter that can be recovered through improved regowsly after the necessary equipment has
installed, or when the costs to do so are relatim@hor. Shut-in reserves are expected to be reedvieom (1) completion intervals which are opethattime of the estimate but which have not sthpr@ducing, (2) wells that were shut-
in for market conditions or pipeline connections(3) wells not capable of production for mechahieasons. Behingipe reserves are expected to be recovered froeszarexisting wells that will require additionalnapletion work o
future recompletion prior to the start of produntio

“ Proved undeveloped drilling locatioh — A site on which a development well can be dritedsistent with spacing rules for purposes ofvedag proved undeveloped reserves.

“ Proved undeveloped reserves (PUD’s) — Proved crude oil and natural gas reserves thagxgected to be recovered from new wells on undrilereage or from existing wells where a relativejor expenditure is required
development. Reserves on undrilled acreage aréelinto those drilling units offsetting productiveits that are reasonably certain of production whelted. Proved reserves for other undrilled umite claimed only where it can
demonstrated with certainty that there is continoit production from the existing productive formoat Estimates for proved undeveloped reservesiarattributed to any acreage for which an appbeaof fluid injection or othe
improved recovery technique is contemplated, urdesh techniques have been proven effective byhtests in the area and in the same reservoir.

“ Probable reserve$ — are those additional reserves which analysis ofgjence and engineering data indicate are lesly likebe recovered than proved reserves but whigether with proved reserves, are as likely astodie
recovered.

“ Possible reserve’s — are those additional reserves which analysi®oggience and engineering data suggest are lebstiikbe recoverable than probable reserves.
“ Pre-tax PV-10% (PV-10) — means estimated future net revenue, discountedadée of 10% per annum, before income taxes atfdne price or cost escalation or dsealation in accordance with guidelines promutfaiethe SEC

“ Standardized Measuré — means estimated future net revenue, discountadae of 10% per annum, after income taxes atiulvai price or cost escalation, calculated in ad@oce with Accounting Standards Codification (“A$C”
932, formerly Statement of Financial Accountingri8lards No. 69 “Disclosures About Oil and Gas Prodpéctivities.”
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NORTHERN OIL AND GAS, INC.
ANNUAL REPORT ON FORM 10-K
FOR FISCAL YEAR ENDED DECEMBER 31, 2011
PART |
Item 1. Business
Overview

We are a growttoriented independent energy company engaged iadipaisition, exploration, development and producté crude oil and natural gas properties, pringdrilthe Bakken and Three Forks formations witttie
Williston Basin in North Dakota and Montana. Wénmarily engage in crude oil and natural gas expionaand production by participating on a “head$-o@sis alongside thirgharty interests in wells drilled and completed pracing
units that include our acreage. We typically depen drilling partners to propose, permit and atéithe drilling of wells.

We believe that we are able to create value viegiic acreage acquisitions and convert that valyertion thereof into production by utilizing eeqienced industry partners specializing in the Bjpegreas of interest. We he
targeted specific prospects and have consisteathjcjpated in crude oil drilling activities in thwilliston Basin region since the fourth fiscal quea of 2007.

Our business approach is to identify and explgeetable and scalable resource plays that canibldygdeveloped in a cost effective manner. We atdend to take advantage of our expertise ineggive land acquisition
continue to pursue exploration and developmeneptsjas a non-operating working interest partratjgipating in drilling activities primarily on laeadsudp basis proportionate to our working interest. Business does not depend u
any intellectual property, licenses or other prefaily property unique to our company, but insteaalves around our ability to acquire mineral righnd participate in drilling activities by virtwé our ownership of such rights &
through the relationships we have developed withoperating partners. We believe our competitieaatage lies in our ability to acquire propergyedifically in the Williston Basin, in a nimble awrdficient fashion.

We historically have acquired properties by purgigidividual or small groups of leases directlgrii mineral owners or from landmen or lease brokessvell as purchasing lease packages in ideiifieject areas controll
by specific operators. We continue to utilize @et of methods to acquire properties, and areemsingly focusing our efforts on acquiring projarsubject to specific drilling projects or incketlin permitted or drilling spacing units.

We are focused on maintaining a low cash overheadtare. We believe we are in a position to eéfitly exploit and identify high production crude and natural gas properties due to our unique operator model throut
which we are able to diversify our risk and papite in the evolution of technology by the colleetexpertise of those operators with which we artiwe intend to continue to pursue acquisitiohsrode oil, natural gas and mine
leases in desired prospects of the Williston Babkiat generate attractive rates of return, compieroer core areas and provide a portfolio of lovigk, long-lived oil and gas properties.

We acquired approximately 43,239 net mineral acrematverage cost of approximately $1,832 per netiac2011. Additionally, we participated in thengoletion of 354 gross wells with a 100% success irathe Bakken ar
Three Forks formations during 2011. As of Decen8%r2011, our principal assets included approxayat67,562 net acres located in the Williston Basigion of the northern United States and apprateéiy 1,281 net acres locate(
Yates County, New York, as more fully describedemttie heading “Properties — Leasehold Properiiekém 2.

Since inception we have drilled and completed,rercarrrently in the process of drilling and comiplgt 839 gross wells, consisting of five exploratand 834 developmental wells with a 100% succasstargeting the Bakk
and Three Forks formations. At December 31, 2@&lpwned working interests in 664 successful diedeg, consisting of 659 targeting the Bakken ahrk& Forks formations and five exploratory wellgéding other formations.
of December 31 2011, we had developed approxim&&B19 net acres and had approximately 17,29@ates currently in the process of drilling and ctetipg.




The following table provides information regardiogr assets and operations.

At December 31, 201: Year Ended December 31, 201
Productive Wells
Pre-Tax Average
Proved Reserve{®) PV10% (b)) % Oil Gross Net Daily Production Volumes(®©)
(MBoe) (Thousands) (BOE)
46,82: $ 1,101,33 89% 664 57.¢ 520

(a) MBoe is defined as one thousand barrels of oil\eajant determined using the ratio of six Mcf ofurat gas to one barrel of crude oil, condensateatural gas liquids

(b) The prices used to calculate this measure werel $Q@r barrel of crude oil and $6.18 per Mcf ofunat gas, using a BTU factor of 1.5 to reflect ldgiand condensates (natural gas liquids are irdiwdth natural gas). Under S
guidelines, these prices represent the averagesppeer barrel of crude oil and per Mcf of naturas @t the beginning of each month in thenidhth period prior to the end of the reporting periwhich averages are then adjuste
reflect applicable transportation and quality diffetials.

(c) Pre-Tax PV 10% “PV-1C") may be considered a r-GAAP financial measure as defined by the SEC. Wbe that the presentation of -10 is relevant and useful to our investors as supghtal disclosure to the standard
measure, or afteax amount, because it presents the discountedficagh attributable to our proved reserves befaiéng into account future corporate income taxebsa@ur current tax structure. While the standadiizeasure
dependent on the unique tax situation of each camaV-10 can be used with the industry and by creditodssecurity analysts to valuate estimated net ftagls from proved reserves on a more comparablisbae differenc
between the standardized measure at December BL, @@ich was $839 million, and the -10 amount was discounted estimated future incomeft#263 million at December 31, 201

(d)Average daily production volumes calculated base8@&b day year. Average daily production on a B@EmMme basis during the fourth quarter of 2011 &&50.

Business Strategy
Our business strategy is to create value for oaredtolders by growing reserves, production and ffashon a cost-efficient basis. Key elements of strategy include:

« Developing and exploiting our existing properti Development of our existing position in the Wéitbn Basin resource play is our primary objectie plan to continue to concentrate our capitakexitures in the Willistc
Basin, where we believe our current acreage posjtiovides an attractive return on the capital eygd on our mul-year drilling inventory

« Maintain Lon¢-Life Reserve Base We focus our acreage acquisition and developmaetitities on resources that target long-lifeaid gas reserves. Lofie oil and gas reserves provide a more stablevgrglatform tha
short-life reserves. Long-life reserves reducevestment risk as they lessen the amount of reimesst capital deployed each year to replace proofuctiongtife crude oil and natural gas reserves also assish minimizing
costs as stable production makes it easier to lamittimaintain operating economies of sc

« Disciplined Financial Approact Our goal is to remain financially strong, yetxflde, through the prudent management of our balaheet and active management of commodity pritzibty. We have historically funded ¢
growth activity through a combination of equity dmahk borrowings and internally generated cash,fesvappropriate, to maintain our strong finanp@sition. We periodically enter into derivativent@cts to support cash fl¢
generation on our existing properties and help enexpected cash flows from our properties. Tylpiceve use costless collars and fixed price oiitcacts to provide an attractive base commodityeplevel.




Industry Operating Environment

The crude oil and natural gas industry is affedtgdnany factors that we generally cannot contralvénment regulations, particularly in the areasagfition, energy, climate change and the envirartnoan have a significe
impact on operations and profitability. Signifitdactors that will impact crude oil prices in tberrent fiscal year and future periods includeitfwall and social developments in the Middle Edstnand in Asian and European mart
and the extent to which members of OPEC and ofihexporting nations manage oil supply through exppiotas. Daily WTI crude oil prices averaged $35per barrel in 2011 with a high of $114.83 perddan May and a low ¢
$74.95 per barrel in October. Additionally, natugas prices continue to be under pressure duertoecns over excess supply of natural gas dueetbitih productivity of emerging shale plays in theited States and continued loy
product demand caused by a weakened economy. d\Nges prices are generally determined by North eae supply and demand and are also affected pyiits of liquefied natural gas. Weather also hagaificant impact o
demand for natural gas since it is a primary heaivurce.

Development

We primarily engage in crude oil and natural gasl@ation and production by participating on a pxtjpnate basis alongside thipérty interests in wells drilled and completed fracing units that include our acreage.
typically depend on drilling partners to proposesmit and initiate the drilling of wells. Prior mbmmencing drilling, our partners are required tovjgle all owners of crude oil, natural gas and evah interests within the designa
spacing unit the opportunity to participate in @ling costs and revenues of the well to the ekt their pro-rata share of such interest witthie spacing unit. We assess each drilling oppitytam a case-byase basis and particip
in wells that we expect to meet our return thredfiddased upon our estimates of ultimate recoverablie oil and natural gas, expertise of the operatd completed well cost from each project, ab ageother factors. At the pres
time we expect to participate pursuant to our wagkiterest in substantially all, if not all, ofethvells proposed to us.

We do not manage our commodities marketing aaiwithternally, but our operating partners generaiprket and sell crude oil and natural gas produomu wells in which we have an interest. Our a@pieg partner
coordinate the transportation of our crude oil piitbn from our wells to appropriate pipelines aust to arrangements that such partners negotiatenaintain with various parties purchasing thedpation. We understand that
partners generally sell our production to a varigtpurchasers at prevailing market prices undparsgely negotiated shagfm contracts. The price at which productionoisl generally is tied to the spot market for crade Williston
Basin Light Sweet Crude from the Bakken source iiegenerally 442 API crude oil and is readily accepted into tigefine infrastructure. The weighted average déffial reported to us by our producers during 28a% $6.02 p¢
barrel below NYMEX pricing. Our weighted averagffetential was approximately $5.01 during the fibuguarter of 2011. This differential represehts imbedded transportation costs in moving theenitifrom wellhead to refine
and will fluctuate based on availability of pipairrail and other transportation methods.

Competition

The crude oil and natural gas industry is intenselypetitive, and we compete with numerous othedewil and natural gas exploration and produatiampanies. Some of these companies have sub#jagtigater resourc
than we have. Not only do they explore for anddpo® crude oil and natural gas, but also many aamrynidstream and refining operations and markebfeeim and other products on a regional, natiamalorldwide basis. Tt
operations of other companies may be able to pay rfay exploratory prospects and productive cruiled natural gas properties. They may also hrawee resources to define, evaluate, bid for andhmge a greater numbel
properties and prospects than our financial or ureaources permit.

Our larger or integrated competitors may have éseurces to be better able to absorb the burdexisting, and any changes to federal, state, aral laws and regulations more easily than we cdmctwwould adversely affe
our competitive position. Our ability to discoverserves and acquire additional properties in tiveré will be dependent upon our ability and resesrto evaluate and select suitable properties@ednsummate transactions in
highly competitive environment. In addition, weyrtze at a disadvantage in producing crude oil atdral gas properties and bidding for exploratagspects, because we have fewer financial and huesanrces than other compai
in our industry. Should a larger and better firmhcompany decide to directly compete with us,@aduccessful in its efforts, our business coulddersely affected.




Marketing and Customers

The market for crude oil and natural gas that wépwduce depends on factors beyond our contnaluiing the extent of domestic production and irtgpof crude oil and natural gas, the proximity aapacity of natural g
pipelines and other transportation facilities, dechéor crude oil and natural gas, the marketingasfipetitive fuels and the effects of state andr@degulation. The crude oil and natural gas itguslso competes with other industrie
supplying the energy and fuel requirements of itrialscommercial and individual consumers.

Our crude oil production is expected to be soldrates tied to the spot crude oil markets. Ouuratgas production is expected to be sold undertsérm contracts and priced based on first of thettnordex prices or on da
spot market prices. We rely on our operating reaetio market and sell our production. Our opegagiartners involve a variety of exploration anddarction companies, from large publicly-traded canips to small, privatelpwnec
companies. We do not believe the loss of any siogérator would have a material adverse effectusrcompany as a whole.

Title to Properties

Our properties are subject to customary royaltgrests, liens under indebtedness, liens incidenpéoating agreements, liens for current taxesoéimer burdens, including other mineral encumbraacebrestrictions. Our cre
agreement is also secured by a first lien on sabatly all of our assets. We do not believe thiay of these burdens materially interfere withuke of our properties or the operation of our bessn

We believe that we have satisfactory title to ghts in all of our producing properties. As istomsary in the oil and gas industry, minimal invgation of title is made at the time of acquisitihundeveloped properties.
most cases, we investigate title and obtain tipi@ions from counsel only when we acquire produgirgperties or before commencement of drilling agiens.

Principal Agreements Affecting Our Ordinary Business

We do not own any physical real estate, but, imstear acreage is comprised of leasehold inteeesifect to the terms and provisions of lease ageatsithat provide our company the right to drildl anaintain wells in specif
geographic areas. All lease arrangements that isenpur acreage positions are established usihgstrystandard terms that have been established andiugieel crude oil and natural gas industry for mgegrs. Some of our lea:
may be acquired from other parties that obtainecbtiginal leasehold interest prior to our acqigsibf the leasehold interest.

In general, our lease agreements stipulate thréieegyear terms. Bonuses and royalty rates agetieged on a case-lgase basis consistent with industry standard gricf@nce a well is drilled and production estaldishthe
well is considered held by production. Other lamat within the drilling unit created for a well nalso be drilled at any time with no time limitlasig as the lease is held by production. Givenctlrrent pace of drilling in the Bakk
play at this time, we do not believe lease expiraissues will materially affect our North Dakotasjtion.

Governmental Regulation and Environmental Matters

Our operations are subject to various rules, reiguis and limitations impacting the crude oil aredural gas exploration and production industry bele.




Regulation of Crude Oil and Natural Gas Product

Our crude oil and natural gas exploration, productnd related operations, when developed, arectuty extensive rules and regulations promulghteéederal, state, tribal and local authorities agéncies. For examp
North Dakota and Montana require permits for drglioperations, drilling bonds and reports conceriperations and impose other requirements relatitige exploration and production of crude oil aatural gas. Such states may
have statutes or regulations addressing consenvatatters, including provisions for the unitizationpooling of crude oil and natural gas properttbe establishment of maximum rates of productiom wells, and the regulation
spacing, plugging and abandonment of such welislufé to comply with any such rules and regulaioan result in substantial penalties. The regofdiurden on the crude oil and natural gas inglustit most likely increase our cc
of doing business and may affect our profitabiliithough we believe we are currently in substrgompliance with all applicable laws and regalasi, because such rules and regulations are frégaenended or reinterpreted, we
unable to predict the future cost or impact of clyimg with such laws. Significant expenditures niayrequired to comply with governmental laws agglitations and may have a material adverse effecto financial condition ar
results of operations.

Environmental Matter

Our operations and properties are subject to eiterand changing federal, state and local laws ragdlations relating to environmental protectiarcliding the generation, storage, handling, emissi@nsportation ar
discharge of materials into the environment, atetirgy to safety and health. The recent trend irirenmental legislation and regulation generallyoiward stricter standards, and this trend wikljkcontinue. These laws and regulat
may:

= require the acquisition of a permit or other auttation before construction or drilling commences &or certain other activitie
= limit or prohibit construction, drilling and othactivities on certain lands lying within wildernessd other protected areas; ¢
= impose substantial liabilities for pollution resudf from its operations

The permits required for our operations may beexthip revocation, modification and renewal by iisglauthorities. Governmental authorities havepherer to enforce their regulations, and violatians subject to fines
injunctions, or both. In the opinion of management are in substantial compliance with currentliapple environmental laws and regulations, andehaw material commitments for capital expendituesomply with existin
environmental requirements. Nevertheless, chamgesisting environmental laws and regulations dnterpretations thereof could have a significampact on our company, as well as the crude oilretdral gas industry in general.

The Comprehensive Environmental, Response, Compensand Liability Act (‘CERCLA")and comparable state statutes impose strict, goidtseveral liability on owners and operators tefssand on persons who dispose
or arranged for the disposal of “hazardous substiriound at such sites. It is not uncommon for thehieoring landowners and other third parties todil@ms for personal injury and property damagegatlly caused by the hazard
substances released into the environment. Ther&leResource Conservation and Recovery Act (“RCR&1)l comparable state statutes govern the dispbsablid waste” and “hazardous wastefd authorize the imposition
substantial fines and penalties for noncompliaAdinough CERCLA currently excludes petroleum from definition of “hazardous substance,” state laffiscting our operations may impose clegnliability relating to petroleum a
petroleum related products. In addition, althou@lRR classifies certain crude oil field wastes asrithazardous,5uch exploration and production wastes could bkassified as hazardous wastes thereby making sastes/subject
more stringent handling and disposal requirements.

The Qil Pollution Act of 1990 (“OPA") and regulatis issued under OPA impose strict, joint and sévVietzlity on “responsible partiesfor damages resulting from oil spills into or upmavigable waters, adjoining shoreline
in the exclusive economic zone of the United Stafesresponsible partyihcludes the owner or operator of an onshore fgailnd the lessee or permittee of the area in waitbffshore facility is located. The OPA estdidis a liability
limit for onshore facilities of $350.0 million, wiei the liability limit for offshore facilities ishie payment of all removal costs plus up to $75Maniin other damages, but these limits may nqtlyif a spill is caused by a parg/gros
negligence or willful misconduct; the spill resultom violation of a federal safety, constructimmoperating regulation; or if a party fails to oepa spill or to cooperate fully in a cleanup. Afe not aware of any action or event
would subject us to liability under OPA, and weidet that compliance with OPA'’s requirements wilt have a material adverse effect on us.




The Endangered Species Act (‘ESA8eks to ensure that activities do not jeopardiziaegered or threatened animal, fish and plantiepetor destroy or modify the critical habitatsoich species. Under ESA, exploration
production operations, as well as actions by fddegancies, may not significantly impair or jeopaedthe species or its habitat. ESA provides fominal penalties for willful violations of ESA. tBer statutes that provide protectiol
animal and plant species and that may apply tooperations include, but are not necessarily limttecthe Fish and Wildlife Coordination Act, theskéry Conservation and Management Act, the MigyaBird Treaty Act and tr
National Historic Preservation Act. Although welieee that our operations will be in substantiaingiance with such statutes, any change in thesatss or any reclassification of a species asregetad could subject our compi
(directly or indirectly through our operating pagts) to significant expenses to modify our opergtior could force discontinuation of certain operat altogether.

The Clean Air Act, as amended, and comparable Etate restrict the emission of air pollutants framny sources, including compressor stations. Thege and any implementing regulations may requir@uour operatir
partners to obtain prapproval for the construction or modification ofteén projects or facilities expected to produaeesmnissions, impose stringent air permit requiretsieor use specific equipment or technologies tarobemission:
While we may be required (directly or indirectlydligh our operating partners) to incur certain tedygixpenditures in the next few years for air gidin control equipment in connection with maintagnor obtaining operating perm
addressing other air emission-related issues, wetlbelieve that such requirements will have aemi@tadverse effect on our operations.

Changes in environmental laws and regulations samstoccur, and any changes that result in moiregsint and costly waste handling, storage, transgmposal or cleanup requirements for any substansed or produced
our operations could materially adversely affeat perations and financial position, as well ass¢hof the oil and gas industry in general. Foraneg, recent scientific studies have suggestecethisions of certain gases commi
referred to as “greenhouse gases” and includingoredioxide and methane, may be contributing tawirag of the Earth’s atmosphere. See “climate chabglow.

The Federal Water Pollution Control Act of 1972tle Clean Water Act (the “CWA”")mposes restrictions and controls on the dischafgeoduced waters and other pollutants into nabliggavaters. Permits must be obtai
to discharge pollutants into state and federal saad to conduct construction activities in waterd wetlands. The CWA and certain state regulatpyohibit the discharge of produced water, sdritfing fluids, drill cuttings, sedime
and certain other substances related to the oiasdndustry into certain coastal and offshoreevgatvithout an individual or general National Paiht Discharge Elimination System discharge permit.

The EPA had regulations under the authority of GMéA that required certain oil and gas exploratiad @roduction projects to obtain permits for comstion projects with storm water discharges. Hasvethe Energy Polic
Act of 2005 nullified most of the EPA regulatiorfsat required storm water permitting of oil and gasstruction projects. There are still some state federal rules that regulate the dischargeasfrstvater from some oil and ¢
construction projects. Costs may be associated thié treatment of wastewater and/or developing iemglementing storm water pollution prevention gamThe CWA and comparable state statutes provadeifil, criminal anc
administrative penalties for unauthorized dischargieoil and other pollutants and impose liability parties responsible for those discharges, ®rctsts of cleaning up any environmental damagsechby the release and for nat
resource damages resulting from the release.

Climate Change

Significant studies and research have been devotelimate change and global warming, and climtnge has developed into a major political issu@énUnited States and globally. Certain reseanggests that greenhot
gas emissions contribute to climate change and adkeeat to the environment. Recent scientifieaesh and political debate has focused in partashan dioxide and methane incidental to crude mil matural gas exploration &
production. Many states and the federal governthawmé enacted legislation directed at controllingeghouse gas emissions, and future legislatiomeandation could impose additional restrictiong@guirements in connection with «
drilling and production activities and favor useatternative energy sources, which could negatiiralyact operating costs and demand for crude oiflpets. As such, our business could be materiaiesely affected by domestic ¢
international legislation targeted at controllifgnate change.




Employees

We currently have 19 full time employees. Our €Higecutive Officer and Chairman, Michael L. Regend our President, Ryan R. Gilbertson, are resplenfor all material policymaking decisions. They are assisted ir
implementation of our comparg/business by our Chief Financial Officer and obire€Operating Officer. All employees have enteirgd written employment agreements. As drillimgguction activities continue to increase, we
hire additional technical or administrative perselrees appropriate. We do not expect a significaange in the number of full time employees overrthxt 12 months based upon our currepthyjected drilling plan. We are using
will continue to use the services of independemtsatiants and contractors to perform various peiesl services. We believe that this use of tpady service providers enhances our ability tot@ongeneral and administrat
expenses.

Office Locations

Our executive offices are located at 315 ManitobarAie, Suite 200, Wayzata, Minnesota 55391. Oireffpace consists of 4,653 square feet of legsmrks We believe our current office space is ceffit to meet our nee
for the foreseeable future.

Organizational Background

Our company took its present form on March 20, 20@en Northern Oil and Gas, Inc. (“Northernd) Nevada corporation engaged in our current busjmeerged with and into our subsidiary, with Northeemaining as tt
surviving corporation (the “Merger"Northern then merged into us, and we were the siagicorporation. We then changed our name to Nortldil and Gas, Inc. As a result of the MergerrthNern was deemed to be the acqui
company for financial reporting purposes and thagaction was accounted for as a reverse mergeprinary operations are now those formerly opetaie Northern as well as other business activitisse March 2007.

On June 30, 2010, we reincorporated in the Statdiofiesota from the State of Nevada pursuant ttaa pf merger between Northern Oil and Gas, Ind\eaada corporation, and Northern Oil and Gas,, ladinnesot
corporation and wholly-owned subsidiary of the Ndav@orporation. Upon the reincorporation, eachtantiing certificate representing shares of the Nev@rporatiors common stock was deemed, without any action eyhtiider
thereof, to represent the same number and clasisanés of our comparg/common stock. As of June 30, 2010, the rightsunfshareholders began to be governed by Minnesogoration law and our current articles of incagtimr
and bylaws.

Available Information — Reports to Security Holders

Our website address is www.northernoil.coriiVe make available on this website under “InveRelations,” free of charge, our annual reports=orm 10-K, quarterly reports on Form 10-Q, curnegorts on Form & anc
amendments to those reports as soon as reasomabticable after we electronically file those mitisrwith, or furnish those materials to, the SERhese filings are also available to the publithat SECS Public Reference Room at :
F Street, NE, Room 1580, Washington, DC 20549. fiii#ic may obtain information on the operatiorttw Public Reference Room by calling the SEC a®@-BEC0330. Electronic filings with the SEC are alsoitalde on the SE
internet website at www.sec.gov

We have also posted to our website our Audit ComemiCharter, Compensation Committee Charter, Ndmg&ommittee Charter and our Code of BusinessdGanand Ethics, in addition to all pertinent compaontac
information.




Item 1A. Risk Factors
Risks Related to our Business
The possibility of a global financial crisis mayggiificantly impact our business and financial cortibin for the foreseeable future.

The credit crisis and related turmoil in the glofiahncial system may adversely impact our busiessour financial condition, and we may face @magles if conditions in the financial markets do ingprove. Our ability t
access the capital markets may be restrictediateawhen we would like, or need, to raise financiwbich could have a material negative impact onflaxibility to react to changing economic and imess conditions. The econot
situation could have a material negative impacoperators upon whom we are dependent for drillimgveells, our lenders or customers, causing thefaitdo meet their obligations to us. Additionaliyparket conditions could hav:
material negative impact on our crude oil hedgimgregements if our counterparties are unable tdoper their obligations or seek bankruptcy protecti?Ve believe we will have sufficient capital tonfl our 2012 drillin
program. However, additional capital would be iiegpliin the event that we accelerate our drillinggoam or that crude oil prices decline substagti@lsulting 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, credit facilindaevenues from crude oil and natural gas salésbeisufficient to fund our 2012 drilling progranrowever, those funds may not be sufficient todfinoth our continuin
operations and our planned growth. We may recadidtional capital to continue to grow our busineissacquisitions and to further expand our exploreand development programs. We may be unabibtain additional capital
and when required.

Future acquisitions and future exploration, develept, production and marketing activities, as vesllour administrative requirements (such as salaisurance expenses and general overhead expesseell as leg
compliance costs and accounting expenses) williregusubstantial amount of capital.

We may pursue sources of additional capital throemyious financing transactions or arrangementduding joint venturing of projects, debt financjreguity financing or other means. We may notumesssful in identifyin
suitable financing transactions in the time pereduired or at all, and we may not obtain the epite require by other means. If we do not sucéeedising additional capital, our resources maylve sufficient to fund our plann
expansion of operations in the future.

Any additional capital raised through the sale ity may dilute the ownership percentage of oarsholders. Raising any such capital could alsalrén a decrease in the fair market value ofemity securities because
assets would be owned by a larger pool of outstanelguity. The terms of securities we issue inriitapital transactions may be more favorableutmew investors, and may include preferences,raupeoting rights and the issuar
of other derivative securities. In addition, werngranted and will continue to grant equity inoemawards under our equity incentive plans, wiiety have a further dilutive effect.

Our ability to obtain financing, if and when necays may be impaired by such factors as the capitakets (both generally and in the crude oil aathral gas industry in particular), the locatioroaf crude oil and natural ¢
properties and prices of crude oil and naturalagashe commodities markets (which will impact tlreoaint of assebased financing available to us) and the depadtikeey employees. Further, if crude oil or natugab prices on tt
commodities markets decline, our revenues willjildecrease and such decreased revenues may mangaequirements for capital. If the amountayital we are able to raise from financing actstitogether with our revenues fi
operations, is not sufficient to satisfy our capiteeds (even to the extent that we reduce ouratipes), we may be required to cease our operativisst our assets at unattractive prices or nfitaancing on unattractive terms.




We may incur substantial costs in pursuing futaeital financing, including investment banking felegial fees, accounting fees, securities law c@npe fees, printing and distribution expensesathdr costs. We may also
required to recognize non-cash expenses in commewith certain securities we may issue, which mayersely impact our financial condition.

We are highly dependent on Michael Reger, our Chiefecutive Officer, Chairman and Director, and Ryagilbertson, President. The loss of either of thempon whose knowledge, leadership and technicgletise we rely, wou
harm our ability to execute our business plan.

Our success depends heavily upon the continuediloations of Michael Reger and Ryan Gilbertson, sén&nowledge, leadership and technical expertisddivoe difficult to replace, and on our ability tetain and attra
experienced engineers, geoscientists and othenitathand professional staff. If we were to lokeit services, our ability to execute our busingss would be harmed. Mr. Reger and Mr. Gilbertbane entered into employm
agreements with our company; however, they mayitexi® their employment with our company at any time

Our lack of diversification may increase the ris an investment in our company.

Our business focus is on the crude oil and nagaslindustry in a limited number of propertiespatily in Montana and North Dakota. Other compamigy have the ability to manage their risk by dsifezation. However, th
narrow focus of our business, in terms of bothrthtire and geographic scope of our business, nteanwe will likely be impacted more acutely by tfas affecting our industry or the regions in whiek operate than we would if ¢
business were more diversified. This enhancesiskiprofile. We do not currently intend to expagither the nature or geographic scope of our lessin

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

Our ability to successfully acquire additional pedjes, to increase our reserves, to participariifing opportunities and to identify and entatd commercial arrangements will depend on devetppind maintaining clo
working relationships with industry participantsdaour ability to select and evaluate suitable prige and to consummate transactions in a hightypegitive environment. These realities are subjeathange and our inability
maintain close working relationships with indugbarticipants or continue to acquire suitable prgperay impair our ability to execute our businelsp

To continue to develop our business, we will endeav use the business relationships of our manageto enter into strategic relationships, whictyrteke the form of joint ventures with other prigggarties and contracti
arrangements with other crude oil and natural gaspanies, including those that supply equipmentathdr resources that we will use in our businé¥e. may not be able to establish these strategitionships, or if established, '
may not be able to maintain them. In addition, dggamics of our relationships with strategic parsnmay require us to incur expenses or undertetkétees we would not otherwise be inclined todrder to fulfill our obligations t
these partners or maintain our relationshipsufficient strategic relationships are not estalgishnd maintained, our business prospects, finacmigition and results of operations may be maligradversely affected.

As a nor-operator, our development of successful operatioakes extensively on third-parties who, if notaeessful, could have a material adverse affect em results of operation.
We have only participated in wells operated bydipiarties. Our current ability to develop succesbfidiness operations depends on the success obosultants and drilling partners. As a resultdeeot control the timing

success of the development, exploitation, prodociied exploration activities relating to our leaddtinterests. If our consultants and drillingtpars are not successful in such activities regatiinour leasehold interests, or are unak
unwilling to perform, our financial condition anelsults of operation would be materially adversélgcied.
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We are subject to financing and interest rate expoesrisks

Our business and operating results can be harméattys such as the availability, terms of and obsapital, increases in interest rates or acgédn in our credit rating. These changes coulsseaour cost of doing busines:
increase, limit our ability to pursue acquisitigpportunities, reduce cash flow used for drillinglgace us at a competitive disadvantage. For plarat December 31, 2011, all of our debt is aitlde interest rates.

Continuing disruptions and volatility in the glofalance markets may lead to a contraction in tradailability impacting our ability to finance ooperations. We require continued access to capitsignificant reduction
cash flows from operations or the availability oédit could materially and adversely affect ourligbto achieve our planned growth and operatirgults. We are exposed to some credit risk rel@texlir credit facility to the extent t
one or more of our lenders may be unable to provétessary funding to us under our existing remghine of credit if it experiences liquidity prahs.

Competition in obtaining rights to explore and ddep crude oil and natural gas reserves and to marker production may impair our business.

The crude oil and natural gas industry is highlgnpetitive. Other crude oil and natural gas compmaniay seek to acquire crude oil and natural gagseand other properties and services we will ieegerate our business
the areas in which we expect to operate. This ebitiqn is increasingly intense as prices of crodeand natural gas on the commodities markets hise® in recent years. Additionally, other comiparengaged in our line of busin
may compete with us from time to time in obtaintapital from investors. Competitors include largempanies which, in particular, may have accesyéeater resources, may be more successful inettreitment and retention
qualified employees and may conduct their own ne§irand petroleum marketing operations, which miag ghem a competitive advantage. In additionualcor potential competitors may be strengtheneoutsh the acquisition
additional assets and interests. If we are urtabdempete effectively or respond adequately topetitive pressures, our results of operation ananitial condition may be materially adversely atfdc
We exist in a litigious environment.

Any constituent could bring suit regarding our &rig or planned operations or allege a violatioranfexisting contract. Any such action could deden planned operations can actually commence wd aause a halt
existing production until such alleged violatiome aesolved by the courts. Not only could we insignificant legal and support expenses in defendingights, but halting existing production oralghg planned operations could img
our future operations and financial condition. Slegfal disputes could also distract managemenbémet personnel from their primary responsibilities
We may not be able to effectively manage our growthich may harm our profitability.

Our strategy envisions the expansion of our businésve fail to effectively manage our growth, dimancial results could be adversely affected.v@homay place a strain on our management systemhsesources. We mt
continue to refine and expand our business cafiabjliour systems and processes and our accessngifig sources. As we grow, we must continuein®, rain, supervise and manage new employeescafieot assure that we will
able to:

= meet our capital need

= expand our systems effectively or efficiently ormitimely manner
= allocate our human resources optime

= identify and hire qualified employees or retainueal employees; ¢

= incorporate effectively the components of any besénthat we may acquire in our effort to achiewavgin.

If we are unable to manage our growth, our findresadition and results of operations may be maligradversely affected.
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Our derivatives activities could result in finandi¢osses or could reduce our net income, which nadversely affect your investment in our common $toc
We generally expect to enter into swaps, collarstber derivatives arrangements from timettoe to hedge our expected production dependingeserves and market conditions. While intendesdiice the effects of volat

crude oil and natural gas prices, such transactiosg limit our potential gains and increase oureptél losses if crude oil and natural gas pricesewto rise substantially over the price estabtishg the hedge. In addition, st
transactions may expose us to the risk of losgitamn circumstances, including instances in which:

= our production is less than expect

= there is a widening of price differentials betweigtivery points for our production and the delivegint assumed in the derivative arrangemen

= the counterparties to our derivative agreementsdgierform under the contrac
Risks Related To Our Industry

Crude oil and natural gas prices are very volatike protracted period of depressed crude oil andurat gas prices may adversely affect our busindssncial condition, results of operations or cadtows.

The crude oil and natural gas markets are venyilaland we cannot predict future crude oil anturad gas prices. The price we receive for ouderail and natural gas production heavily influenoer revenue, profitabilit
access to capital and future rate of growth. Tieep we receive for our production and the lewglsur production depend on numerous factors beyemaontrol. These factors include, but are imitéd to, the following:

changes in global supply and demand for crudenuilratural gas

the actions of OPEC

the price and quantity of imports of foreign cruleand natural gas

political and economic conditions, including emhmes, in crude c-producing countries or affecting other crudeproducing activity

the level of global crude oil and natural gas esqtion and production activit

the level of global crude oil and natural gas irteeies;

weather conditions

technological advances affecting energy consump

domestic and foreign governmental regulatic

proximity and capacity of crude oil and natural ggslines and other transportation faciliti

the price and availability of competit’ supplies of crude oil and natural gas in captivekeizareas; an

the price and availability of alternative fue
The recent worldwide financial and credit crisidueed the availability of liquidity and credit torfd the continuation and expansion of industriaiibess operations worldwide. The shortage of diiyiand credit combined wi

recent substantial losses in worldwide equity miarked to a worldwide economic recession. The dlmmn in economic activity caused by future similacessions could reduce worldwide demand for eneggyiting in lower crude ¢
and natural gas prices and restrict our accesgtiglity and credit.
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Lower crude oil and natural gas prices may not afdgrease our revenues on a per unit basis butregoreduce the amount of crude oil and naturaltijatswe can produce economically and thereforerpiatly lower ou
reserve bookings. A substantial or extended dedfincrude oil or natural gas prices may resultmipairments of our proved crude oil and natural gasperties and may materially and adversely affectfuture business, financ
condition, results of operations, liquidity or atyilto finance planned capital expenditures. Te éxtent commodity prices received from productoe insufficient to fund planned capital expendigjrwe will be required to redt
spending or borrow to cover any such shortfallwep crude oil and natural gas prices may also redine amount of our borrowing base under our craglieement, which is determined at the discretfothe lenders based on
collateral value of our proved reserves that haaentmortgaged to the lenders, and is subject tdaegedeterminations, as well as special redetatitins described in the credit agreement.

Drilling for and producing crude oil and natural ga are high risk activities with many uncertaintie

Our future success will depend on the success oflevelopment, exploitation, production and expioraactivities. Our crude oil and natural gaslergtion and production activities are subject tmerous risks beyond ¢
control, including the risk that drilling will naesult in commercially viable crude oil or natugals production. Our decisions to purchase, exptieeelop or otherwise exploit prospects or properiill depend in part on the evalua
of data obtained through geophysical and geologinalyses, production data and engineering stutiesesults of which are often inconclusive orjsabto varying interpretations. Our cost of dntfi completing and operating well:
often uncertain before drilling commences. Ovesrimbudgeted expenditures are common risks tmamzke a particular project uneconomical. Furthremy factors may curtail, delay or cancel drilliigluding the following:

= delays imposed by or resulting from compliance wéhulatory requirement
= pressure or irregularities in geological formatic
= shortages of or delays in obtaining qualified persb or equipment, including drilling rigs and cdetjpn crews
= equipment failures or accidents; ¢
= adverse weather conditions, such as freezing teatypes, hurricanes and storr
The presence of one or a combination of thesefaettoour properties could adversely affect ouir®ss, financial condition or results of operations
Our business of exploring for crude oil and naturalas is risky and may not be commercially succeksind the advanced technologies we use cannot iglate exploration risk.
Our future success will depend on the success oéxpioratory drilling program. Crude oil and natiugas exploration involves a high degree of riSkese risks are more acute in the early stagespibration. Our ability 1

produce revenue and our resulting financial peréorce are significantly affected by the prices weeiee for crude oil and natural gas produced froefisson our acreage. Especially in recent yehsprices at which crude oil &
natural gas trade in the open market have expesikesignificant volatility and will likely continut fluctuate in the foreseeable future due to &waof influences including, but not limited tdet following:

domestic and foreign demand for crude oil and réiyas by both refineries and end us

the introduction of alternative forms of fuel tgptace or compete with crude oil and natural |

domestic and foreign reserves and supply of crildend natural gas

competitive measures implemented by our competitndsdomestic and foreign governmental boc

political climates in nations that traditionallyquiuce and export significant quantities of crudeand natural gas (including military and other ftiats in the Middle East and surrounding geograpieigion) and regulatio
and tariffs imposed by exporting and importing oas;

weather conditions; ar

domestic and foreign economic volatility and stiail

13




Our expenditures on exploration may not resulteéw mliscoveries of crude oil or natural gas in comuiadly viable quantities. Projecting the costsraplementing an exploratory drilling program isfidult due to the inhere
uncertainties of drilling in unknown formationsetleosts associated with encountering various migilionditions, such as ovpressured zones and tools lost in the hole, andggsain drilling plans and locations as a resulpridr
exploratory wells or additional seismic data artéripretations thereof.

Even when used and properly interpreted, three-uiinaal (3D) seismic data and visualization techniques osbisi geoscientists in identifying subsurface $tmas and hydrocarbon indicators. Such data artthiques d
not allow the interpreter to know conclusively ifdrocarbons are present or economically producibleddition, the use of B-seismic data becomes less reliable when usettagasing depths. We could incur losses as a ref
expenditures on unsuccessful wells. If exploratosts exceed our estimates, or if our exploratiforts do not produce results which meet our exgtémts, our exploration efforts may not be comnadlgisuccessful, which cot
adversely impact our ability to generate revenues four operations.

We may not be able to develop crude oil and natgas reserves on an economically viable basis, andreserves and production may decline as a result

If we continue to succeed in discovering crudeaaitl/or natural gas reserves, we cannot assuréhtreet reserves will be capable of production lewgroject or in sufficient quantities to be conmoily viable. On a long-
term basis, our viability depends on our abilityfita or acquire, develop and commercially prodadeitional crude oil and natural gas reserves.hu\it the addition of reserves through acquisitexploration or development activiti
our reserves and production will decline over tiasereserves are produced. Our future reservesiepiénd not only on our ability to develop thexisting properties, but also on our ability toritiy and acquire additional suital
producing properties or prospects, to find markatshe crude oil and natural gas we develop areffextively distribute our production into our rkats.

Future crude oil and natural gas exploration maglire unprofitable efforts, not only from dry wellsut from wells that are productive but do notdaree sufficient net revenues to return a profieradirilling, operating and oth
costs. Completion of a well does not assure atmnfthe investment or recovery of drilling, coraibn and operating costs. In addition, drilliraghrds or environmental damage could greatly iseréize cost of operations, and var
field operating conditions may adversely affect freduction from successful wells. These conditiondude delays in obtaining governmental approwalsonsents, shutewns of connected wells resulting from extreme thex
conditions, problems in storage and distributiod adverse geological and mechanical conditions.|&\thé will endeavor to effectively manage theseditions, we cannot be assured of doing so optimaliyd we will not be able
eliminate them completely in any case. Therefdresé conditions could diminish our revenue and @ashlevels and result in the impairment of ounde oil and natural gas interests.

Our business depends on crude oil and natural gaessportation and processing facilities, which acevned by third parties.

The marketability of our crude oil and natural gapends in part on the availability, proximity asapacity of pipeline systems and processing fasliowned by third parties. The lack of availatdpacity on these systems
facilities could result in the shin-of producing wells or the delay or discontinuaraf development plans for properties. Although ¢iperators of our properties have some contractrgtol over the transportation of our prod
material changes in these business relationshigsl coaterially affect our operations. Federal atade regulation of crude oil and natural gas petido and transportation, tax and energy poliaésnges in supply and demand, pipe
pressures, damage to or destruction of pipelindsganeral economic conditions could adversely affec ability to produce, gather and transport erod and natural gas. If any of these third paipelines and other facilities beco
partially or fully unavailable to transport or pess our product, or if the natural gas quality gfpetions for a natural gas pipeline or facilithianges so as to restrict our ability to transpattiral gas on those pipelines or facilities,
revenues could be adversely affected.

The disruption of third-party facilities due to menance or weather could negatively impact ouitalbd market and deliver our products. In partasythe disruption of certain thirgarty crude oil transportation in the Willisi

Basin could materially affect our ability to markaetd deliver crude oil over what prices will be ijed. A total shutr of production could materially affect us dueatdack of cash flow, and if a substantial portidritee production i
hedged at lower than market prices, those finamedges would have to be paid from borrowings abmeficient cash flow.
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Estimates of crude oil and natural gas reservesttih® make may be inaccurate and our actual revenoesy be lower than our financial projection:

We make estimates of crude oil and natural gasweseupon which we base our financial projectioe make these reserve estimates using variousngsisns, including assumptions as to crude oil mairal gas price
drilling and operating expenses, capital expeneutaxes and availability of funds. Some of thessumptions are inherently subjective, and theracyg of our reserve estimates relies in part enatility of our management te¢
engineers and other advisors to make accurate atisms1 Economic factors beyond our control, saglerude oil and natural gas prices and interéss,ravill also impact the value of our reserves.

Determining the amount of crude oil and natural gemverable from various formations where we hexgloration and production activities involves dreacertainty. For example, in 2006, the North &akindustrie
Commission published an article that identifiedethdifferent estimates of generated crude oil reahle from the Bakken formation. An organic cheneistimated 50% of the reserves in the Bakken dtiom to be technical
recoverable, a crude oil company estimated a regdaetor of 18%, and values presented in the NDdkota Industrial Commission Oil and Gas Heariraggyed from 3 to 10%.

The process of estimating crude oil and naturakgssrves is complex and will require us to useii@nt decisions and assumptions in the evalnatfoavailable geological, geophysical, engineeging economic data for ez
property. As a result, our reserve estimateshelinherently imprecise. Actual future productioryde oil and natural gas prices, revenues, tale@lopment expenditures, operating expenses wanttities of recoverable crude oil ¢
natural gas reserves may vary substantially fraveetwe estimate. If actual production results afystantially from our reserve estimates, thisadoudterially reduce our revenues and result inrtipairment of our crude oil and natt
gas interests.

Drilling new wells could result in new liabilitieswhich could endanger our interests in our propessi and asset:

There are risks associated with the drilling ofderwil and natural gas wells, including encountgrinexpected formations or pressures, prematuleee®f reservoirs, blowuts, craterings, sour gas releases, fires anid,
among others. The occurrence of any of these ewentkl significantly reduce our revenues or caudestantial losses, impairing our future operatiaguits. We may become subject to liability for ptdn, blow-outs or othe
hazards. We do not in all cases maintain insuragegnst these hazards, and any insurance we hiiveeveubject to limitations on liability that mayot be sufficient to cover the full extent of su@bilities. The payment of su
liabilities could reduce the funds available toarscould, in an extreme case, result in a totas loSour properties and assets. Moreover, we maypeable to maintain adequate insurance in thaduat rates that are conside
reasonable. Crude oil and natural gas productienatipns are also subject to all the risks typjcaisociated with such operations, including preneatecline of reservoirs and the invasion of wattr producing formations.

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

We may become responsible for costs associatedabhdoning and reclaiming wells, facilities anpetines which we use for production of crude oitl aatural gas reserves. Abandonment and reclamafithese facilitie
and the costs associated therewith is often refaoas “decommissioning.We accrue a liability for decommissioning costsoagsted with our wells, but have not establisheyl @ash reserve account for these potential cosessimec
of any of our properties. If decommissioning iguieed before economic depletion of our propertiesf our estimates of the costs of decommissiorérgeed the value of the reserves remaining atpanjcular time to cover su
decommissioning costs, we may have to draw on fdirws other sources to satisfy such costs. Theofisgther funds to satisfy such decommissioningasuld impair our ability to focus capital invesnt in other areas of ¢
business.
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If crude oil or natural gas prices decrease or dirilg efforts are unsuccessful, we may be requiredrécord writedowns of our crude oil and natural ggroperties

We could be required to write down the carryingueabf certain of our crude oil and natural gas proes. Writedowns may occur when crude oil antlinah gas prices are low, or if we have downwarflisichents to ot
estimated proved reserves, increases in our essnadibperating or development costs, deterioratiaur drilling results or mechanical problemstwitells where the cost to redrill or repair is sBapported by the expected economics.

Accounting rules require that the carrying valuemfde oil and natural gas properties be perioljicaliewed for possible impairment. Impairmentésognized for the excess of book value over falu@ when the book val
of a proved property is greater than the expectetisecounted future net cash flows from that prgpartd on acreage when conditions indicate the icermalue is not recoverable. We may be requiredrite down the carrying value
a property based on crude oil and natural gas pacehe time of the impairment review, or as altesf continuing evaluation of drilling resultsrquiuction data, economics, divestiture activityd ather factors. While an impairm
charge reflects our long-term ability to recoveiirarestment, it does not impact cash or cash flmmfoperating activities, but it does reduce oporeed earnings and increases our leverage ratios.

Significant capital expenditures are required topiace our reserves

Our exploration, development and acquisition atiésirequire substantial capital expenditures.diiisally, we have funded our capital expenditutesiigh a combination of cash flow from operatians, credit facility and de
and equity issuances. We have also engaged inrassetization transactions. Future cash flows abgest to a number of variables, such as the lefiptoduction from existing wells, prices of crusi€and natural gas and our succe
developing and producing new reserves. If our actesapital were limited due to numerous factatsich could include a decrease in revenues duewerl crude oil and natural gas prices or decrepsagliction or deterioration of t
credit and capital markets, we would have a redatsity to replace our reserves. We may not be &blincur additional bank debt, issue debt ortygengage in asset monetization or access othtroae of financing on an econor
basis to meet our reserve replacement requirements.

The amount available for borrowing under our créaldlity is subject to a borrowing base, whichdstermined by our lenders, at their discretionjn@gnto account our estimated proved reservesismstibject to period
redeterminations based on pricing models deterntiyettie lenders at such time. The decline in caitland natural gas prices in 2008 adversely ingzhthe value of our estimated proved reservesiandrn, the market values used
our lenders to determine our borrowing base. If ity prices (particularly crude oil prices) deelj it will have similar adverse effects on oueress and borrowing base.

Our future success depends on our ability to re@aeserves that we produce.

Because the rate of production from crude oil amuiral gas properties generally declines as resaemeedepleted, our future success depends upaabdity to economically find or acquire and progduadditional crude oil ar
natural gas reserves. Except to the extent thatogeire additional properties containing provearess, conduct successful exploration and developaetivities or, through engineering studies, tifgradditional behindpipe zones «
secondary recovery reserves, our proved resertedegline as reserves are produced. Future crildao natural gas production, therefore, is highdypendent upon our level of success in acquirirfinding additional reserves that
economically recoverable. We cannot assure yowibawill be able to find or acquire and developitiddal reserves at an acceptable cost.

We may acquire significant amounts of unproved ergpto further our development efforts. Developmand exploratory drilling and production activitiare subject to many risks, including the risk th@ commerciall
productive reservoirs will be discovered. We aagjlioth producing and unproved properties as welka@se undeveloped acreage that we believe witrereh growth potential and increase our earnings time. However, we canr
assure you that all prospects will be economiceiliiple or that we will not abandon our initial irstments. Additionally, there can be no assuranae uhproved property acquired by us or undevelapadage leased by us will
profitably developed, that new wells drilled byingrospects that we pursue will be productivehat tve will recover all or any portion of our inse®nt in such unproved property or wells.
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We may have difficulty distributing our productionyhich could harm our financial condition.

In order to sell the crude oil and natural gas thatare able to produce, the operators of our wedlg have to make arrangements for storage anibdison to the market. We will rely on local iaBtructure and the availabil
of transportation for storage and shipment of owdpcts, but infrastructure development and stormue transportation facilities may be insufficidat our needs at commercially acceptable termshé localities in which w
operate. This situation could be particularly peahatic to the extent that our operations are cotetliin remote areas that are difficult to accessh as areas that are distant from shipping amietine facilities. These factors n
affect our ability to explore and develop properiad to store and transport our crude oil andrabgias production and may increase our expenses.

Furthermore, weather conditions or natural disas@tions by companies doing business in one oe mithe areas in which we will operate, or labimputes may impair the distribution of crude aitifor natural gas and
turn diminish our financial condition or ability toaintain our operations.

Environmental risks may adversely affect our busgse

All phases of the crude oil and natural gas busimessent environmental risks and hazards andubjecs to environmental regulation pursuant to aewa of federal, state and municipal laws and tetiens. Environment
legislation provides for, among other things, iestms and prohibitions on spills, releases orssions of various substances produced in assatiaiih crude oil and natural gas operations. Tlgslation also requires that wells ¢
facility sites be operated, maintained, abandomeidreclaimed to the satisfaction of applicable taguy authorities. Compliance with such legisiatcan require significant expenditures, and adir@aay result in the imposition of fir
and penalties, some of which may be material. Bnwmental legislation is evolving in a manner w@ent may result in stricter standards and enforegniarger fines and liability and potentially ieased capital expenditures
operating costs. The discharge of crude oil, m&was or other pollutants into the air, soil otevanay give rise to liabilities to governments &hidd parties and may require us to incur costetoedy such discharge. The applicatic
environmental laws to our business may cause asrtail our production or increase the costs ofmaduction, development or exploration activities.

Federal and state legislative and regulatory inities relating to hydraulic fracturing could resulh increased costs and additional operating restidns or delays.

The U.S. Congress is considering legislation thatld amend the federal Safe Drinking Water Act égealing an exemption for the underground injectibhydraulic fracturing fluids near drinking wateources. Hydraul
fracturing is an important and commonly used predes the completion of crude oil and natural gadlsvin shale formations, and involves the pregsudtiinjection of water, sand and chemicals intc fmemations to stimula
production. Sponsors of the legislation have asdethat chemicals used in the fracturing processdcadversely affect drinking water suppliesetiacted, the legislation could result in additiorglulatory burdens such as permitt
construction, financial assurance, monitoring, rékeeping, and plugging and abandonment requiresnéftte legislation also proposes requiring thelassire of chemical constituents used in the frirmguprocess to state or fede
regulatory authorities, who would then make sudbrination publicly available. The availability ¢fis information could make it easier for third fies opposing the hydraulic fracturing processnitidte legal proceedings basec
allegations that specific chemicals used in thetémang process could adversely affect groundwakeraddition, various state and local governmengesconsidering increased regulatory oversightydfawlic fracturing through additior
permit requirements, operational restrictions, gmporary or permanent bans on hydraulic fractuimgertain environmentally sensitive areas suchvatersheds. The adoption of any federal or degslation or implementir
regulations imposing reporting obligations on, theswise limiting, the hydraulic fracturing processuld lead to operational delays or increasedaijmey costs and could result in additional regulatourdens that could make it m
difficult to perform hydraulic fracturing and in@se our costs of compliance and doing business.
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Our business will suffer if we cannot obtain or nrgain necessary licenses.

Our operations require licenses, permits and inescases renewals of licenses and permits fromusgovernmental authorities. Our ability to obtainstain or renew such licenses and permits orptaide terms is subject
change in regulations and policies and to the eisnr of the applicable governmental authoritiespag other factors. Our inability to obtain, om doss of or denial of extension of, any of theserises or permits could hamper
ability to produce revenues from our operationstberwise materially adversely affect our financiahdition and results of operations.

Challenges to our properties may impact our finaattondition.

Title to crude oil and natural gas interests igmfiot capable of conclusive determination withioatirring substantial expense. While we intendnike appropriate inquiries into the title of prdjger and other developm«
rights we acquire, title defects may exist. In &#iddi we may be unable to obtain adequate insurtordéle defects, on a commercially reasonablgidar at all. If title defects do exist, it isgzible that we may lose all or a portion of
right, title and interests in and to the propertiesvhich the title defects relate. If our propenights are reduced, our ability to conduct ouplexation, development and production activitiesyrba impaired. To mitigate title probler
common industry practice is to obtain a title opinfrom a qualified crude oil and natural gas atgrprior to the drilling operations of a well.

We rely on technology to conduct our business, auth technology could become ineffective or obsalet

We rely (both directly and through our third pasgyerating partners) on technology, including gepgi@and seismic analysis techniques and economitels, to develop reserve estimates and to guiglertion, developme
and production activities. We will be requireddmntinually enhance and update our technology tmtaia its efficacy and to avoid obsolescence. Thsts of doing so may be substantial and may fleehithan the costs that
anticipate for technology maintenance and developmé we are unable to maintain the efficacy af technology, our ability to manage our businessta compete may be impaired. Further, even ifiveeable to maintain techni
effectiveness, the chosen technology may not benthe efficient means of reaching our objectivesyhich case we may incur higher operating costs the would were our technology more efficient.

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 tmgnue to be highly volatile and could be subjectvide fluctuations in response to a number ofdes; some of which are beyond our control, inabgdi

dilution caused by our issuance of additional shafecommon stock and other forms of equity sel@s;iwhich we expect to make in connection witlufetcapital financings to fund our operations armivgh, to attract ar
retain valuable personnel and in connection withristrategic partnerships with other compar

announcements of new acquisitions, reserve disi@s/er other business initiatives by us or thirdipa;

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

fluctuations in revenue from our crude oil and naltgas business as new reserves come to m

changes in the market for crude oil and naturalogasmodities and/or in the capital markets gengr

changes in the demand for crude oil and naturaligelsiding changes resulting from economic condsi, governmental regulation or the introductioexpansion of alternative fue

quarterly variations in our revenues and operagixgenses

changes in the valuation of similarly situated camips, both in our industry and in other industt
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changes in analy¢ estimates affecting our company, our competitotd@rour industry

changes in the accounting methods used in or oisemifecting our industry

additions and departures of key person

announcements of technological innovations or nevdycts available to the crude oil and naturaligdsstry;

announcements by relevant governments pertainiingemtives for alternative energy development paots;

fluctuations in interest rates and the availabitifapital in the capital markets; a

significant sales of our common stock, includintgsdy selling shareholders following the registraf shares under a prospec!

Some of these and other factors are largely beyamctontrol, and the impact of these risks, singlyn the aggregate, may result in material advetsnges to the market price of our common stockcarour results ¢
operations and financial condition.

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

Our operating results will likely vary in the fuiprimarily as the result of fluctuations in ouveaues and operating expenses, including the cotoimgrket of crude oil and natural gas reserves tleaane able to discover &
develop, expenses that we incur, the prices ofecnidand natural gas in the commodities marketsather factors. If our results of operations db meet the expectations of current or potentiaéstors or analysts, the price of
common stock may decline.

Shareholders will experience dilution upon the exése of options and issuance of common stock uncler incentive plans

As of December 31, 2011, we had options for 262gt&8es of common stock outstanding pursuant t@@06 Incentive Stock Option Plan. Our 2009 Amehaed Restated Equity Incentive Plan (the “200&'Blpermits u
to issue up to 4,000,000 shares of our common sitlekr upon exercise of stock options granted usdeh plan or through restricted stock awards usdeh plan. As of December 31, 2011, we had 11183shares remaining availa
for issuance pursuant to our 2009 Plan. No opti@ve been issued under our 2009 Plan. If theeh®ldf outstanding options exercise those optiomsioCompensation Committee determines to graditiadal stock awards under ¢
incentive plans, shareholders may experience diitti the net tangible book value of our commowlstéurther, the sale or availability for sale loé underlying shares in the marketplace could dsprar stock price.

We do not expect to pay dividends in the foreseedbiure.

We do not intend to declare dividends for the feestble future, as we anticipate that we will regtany future earnings in the development and drafour business. Therefore, investors will naeiee any funds unless tr
sell their common stock, and shareholders may laélerto sell their shares on favorable terms @ilatnvestors cannot be assured of a positivermednn investment or that they will not lose theienamount of their investment in «
common stock.

We may issue additional stock without shareholdensent.

Our Board of Directors has authority, without astior vote of the shareholders, to issue all or paur authorized but unissued shares. Additishgres may be issued in connection with futurarfiimg, acquisition
employee stock plans, or otherwise. Any such isseiavill dilute the percentage ownership of exigtimareholders. We are also currently authoriaedsue up to 5,000,000 shares of preferred sifiv&.Board of Directors can iss
preferred stock in one or more series and fix émn$ of such stock without shareholder approvabfePred stock may include the right to vote agrées on particular matters, preferences as taleinds and liquidation, conversion
redemption rights and sinking fund provisions. Té¢miance of preferred stock could adversely atfestrights of the holders of common stock and cedhe value of the common stock. In addition, Bjpedghts granted to holders
preferred stock could discourage, delay or prememansaction involving a change in control of oampany, even if doing so would benefit our shald#rs, and could also discourage proxy contestsnzake it more difficult for yo
and other shareholders to elect directors of ybopsing and to cause us to take other corporaitnagtou desire.
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Item 1B. Un resol ved Staff Comments

None.

Item 2. Properties
Leasehold Properties

A s of December 31, 2011, o ur principal assetwiderl approximately 168,843 net acres locatedémtirthern region of the United Statellet acreage represents our percentage ownershipsd acreage. The following ta
summarizes our estimated gross and net develogkdrafeveloped acreage by state at December 31, 2011

Developed Acreage Undeveloped Acreage Total Acreage
Gross Net Gross Net Gross Net
North Dakote 196,77: 48,51( 337,04¢ 88,711 533,81! 137,22
Montana 10,961 3,70¢ 62,42 26,63 73,38 30,341
New York — — 1,281 1,281 1,281 1,281
Total 207,73: 52,21¢ 400,74¢ 116,62« 608,47¢ 168,84:

Recent Acreage Acquisitions

In 2011, we acquired leasehold interests coverimgggregate of approximately 43,286t mineral acres in our key prospect areas, foavamage cost of $1,832 per net acre. These atigossiconsisted of an average
approximately 244 net mineral acres per transaction

We generally assess acreage subject to near-téfimgdactivities on a lease-by-lease basis becauséelieve each leasetontribution to a subject spacing unit is besesased on that basis if development timing is cefiily
clear. Consistent with that approach, the majarftpur acreage acquisitions involve properties #rea “hand-picked” by us on a leasedbgse basis for their contribution to a well expdato be spud in the near future, and the st
leases are then aggregated to complete one silegieag with the transferor. As such, we generalgw each acreage assignment from brokers, landmdrother parties as involving several separateisiigns combined into ol
closing with the common transferor for convenienkwever, in certain instances an acquisition mnaglve a larger number of leases presented byréresferors as a single package without negotiatiol lease-bjease basis.
those instances, we still review each lease oaseldy-lease basis to ensure that the packagelasle meets our acquisition criteria and drillingectations.

Divestitures
In November 2009, we agreed to participate in tkgceation and development of Slawson Exploratiampany, Inc.’s (“Slawson”Anvil project in Roosevelt and Sheridan Countiegnithna and Williams County, No
Dakota. In April 2011, we sold our interest in #hevil project for $5.0 million. As of the date séle, our cost basis in the Anvil project was $iion. We sold our interest in the project agowith Slawson, who also desired to sel

entire interest in the project. Slawson had diiked completed one well in the project area pgddhe divestiture — the Mayhem #1-19H welird we retained our interest in that wellbore innextion with the divestiture. The proce
from the sale were applied to reduce the capitdlcests of oil and gas properties.
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Acreage Expirations

As a noneperator, we are subject to lease expirations ib@grator does not commence the development ofpes within the agreed terms of our leases. oAlbur leases for undeveloped acreage summarizétitabl
below will expire at the end of their respectivemary terms, unless we renew the existing leastablish commercial production from the acreagsoone other “savings clauss’exercised. In addition, our leases typicallgvide tha
the lease does not expire at the end of the pritteany if drilling operations have been commencedilé\we generally expect to establish productimmfrmost of our acreage prior to expiration of thpleable lease terms, there car
no guarantee we can do so. The approximate eiqirat our gross and net acres which are subjeexpire between 2012 and 2016 and thereafter eafersh below:

Acres Expiring

Year Ended Gross Net
December 31, 201 45,502 17,677
December 31, 201 75,521 23,76
December 31, 201 76,231 23,371
December 31, 201 73,16( 20,92¢
December 31, 2016 and therea 27,25t 17,99¢
Total 297,67( 103,73¢

During 2011, we had leases expire in Montana, Nerk¥and North Dakota covering approximately 26,428 acres, of which approximately 15,67& acres were prospective for the Bakken and ThRoeks Formations
Montana and North Dakota. The 2011 lease expirataarried a $9 million cost which was transfer@the costs subject to depletion. We believe tinatexpired acreage was not material to our dagiéfaloyed in these prospectdé/e
do not consider the expiration of acreage durinfl2@ be material.

Unproved Properties

All properties that are not classified as proveoperties are considered unproved properties and, the costs associated with such propertiesarsubject to depletion. Once a property is cfasbias proved, all associa
acreage and drilling costs are subject to depletion

We historically have acquired our properties bycpasing individual or small groups of leases diyeftbom mineral owners or from landmen or leasekiers, which leases generally have not been sutgespecified drilling
projects, and by purchasing lease packages inifigehproject areas controlled by specific operatowe generally participate in drilling activities a proportionate basis by electing whether ttigipate in each well on a well-byell
basis at the time wells are proposed for drillingh the exception of three defined drilling prafeevith Slawson.

As of December 31, 2011, we were participatinchire¢ defined drilling projects with Slawson covgrem aggregate of approximately 17,4@ acres controlled by us. The Windsor projeeaancludes approximately 2,7
net acres controlled by us, primarily located inuMtrail and surrounding counties of North Dakofée South West Big Sky project includes approxilya8900 total net acres controlled by us in Rickdla&County, Montana. Tl
Lambert project includes approximately 10,800 tattlacres controlled by us in Richland and Daw@ounties, Montana.

We believe that the majority of our unproved coglsbecome subject to depletion within the nexfiyears by proving up reserves relating to iteage through exploration and development activibigsmpairing the acrea

that will expire before we can explore or develbfuither or by determining that further exploratiand development activity will not occur. The itign by which all other properties will become subjo depletion will be depende
upon the timing of future drilling activities aneltheation of our reserves.
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Production History

The following table presents information about prwduced crude oil and natural gas volumes dutiegyear ended December 31, 2011, 2010 and 2009f Bscember 31, 2011, we were selling crude ail aatural gas fro
a total of 664 gross (57.9 net) wells. As of Debem31, 2010, we were selling crude oil and natgasl from a total of 311 gross (26.0 net) wells oA December 31, 2009, we were selling cruderail matural gas from a total of 1
gross (9.2 net) wells. All of the forgoing wellere located within the Williston Basin. All dateepented below is derived from accrued revenuepesdiiction volumes for the relevant period indidate

Year Ended December 31

2011 2010 2009
Net Production:
Crude Oil (Bbl) 1,791,97 849,84! 274,32¢
Natural Gas (Mcf 800,207 234,41 47,308
Barrel of Crude Oil Equivalent (BOE 1,925,34 888,91« 282,21

Average Sales Prices
Crude Oil (per Bbl $ 86.01 $ 6821 $ 54.60

Effect of crude oil hedges on average price (pdj Bb (0.55) (2.29)
Crude Oil net of hedging (per Bbl) 67.72 52.32
Natural Gas and other liquids (per M 6.2€ 4.11
Realized price on a BOE basis including all realiderivative settlemen 66.3¢ 51.5¢
Average Production Costs

Barrel of Oil Equivalent (per BOE) $ 677 $ 3.7 $ 2.6¢€

Depletion of crude oil and natural gas properties

Our depletion expense is driven by many factorfuiting certain exploration costs involved in thevelepment of producing reserves, production lewsld estimates of proved reserve quantities andefudevelopment
costs. The following table presents our depleéigpenses during 2011, 2010 and 2009.

Year Ended December 31
2011 2010 2009
Depletion of crude oil and natural gas proper $ 40,81542  $ 16,884,56  $ 4,250,98:

Drilling and Development Activity

The following table sets forth the number of grasd net productive and non-productive wells fooéibur drilling and development activity in theaye ended December 31, 2011, 2010 and 2009. Ns hale been permitted
or drilled on any of our Yates County, New Yorkeage. The following table does not include wéilst tvere awaiting completion, in the process of jgietion or awaiting flowback subsequent to fractstimulation. We have not
participated in any wells solely targeting natgas reserves. We have classified all wells driitedate targeting the Bakken and Three Forks formatasndevelopment wells. As of December 31, 2011have had 100% success rat
our North Dakota and Montana Bakken and Three Rogiis.
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Year Ended December 31

2011 2010 2009
Gross Net Gross Net Gross Net
Exploratory Wells:
Crude oil 1 0.01 2 0.44 1 0.2¢
Natural gas - - - - - -
Non-productive 1 0.32 — — — —
Development Wells:
Crude oil 85§ 32.2¢ 16€ 16.41 144 6.8€
Natural gas - - - - - -
Non-productive - - - - - -
Total Productive Exploratory and Development W 354 32.27 17¢C 16.8¢ 14& 7.0¢
The following table summarizes our cumulative grasd net productive crude oil wells by state ahezfdDecember 31, 2011, 2010 and 2009.
Year Ended December 31
2011 2010 2009
Gross Net Gross Net Gross Net
North Dakote 642 54.4( 30C 17¢ 8.17
Montana 22 3.52 11 9 1.0z
Total 664 57.9¢ 311 17¢ 9.1¢

Research and Development
We do not anticipate performing any significantesash and development under our plan of operation.
Proved Reserves

We recently completed our most current reservagireering calculation as of December 31, 2011.

Based on the results of our December 31, 2011 weseralysis, our proved reserves increased appeteiyn198% during 2011 primarily as a result ofr@ased drilling activity involving our acreage amar acquisition ¢
acreage subject to specific drilling projects afuded in permitted or drilling spacing units. \Weurred approximately $300 million of capital erpéures for drilling activities and $80 million facreage acquisitions during the y
ended December 31, 2011, all of which directly tibnted to the increase in our proved developedres. No other expenditures materially contributethe development of proved developed reserv@®1ri. Our proved undevelof
reserves increased by approximately 234% durind. 2@Imarily as a result of drilling activity and oacquisitions of acreage. Based on our independservoir engineering firra’calculation of proved undeveloped reserves
December 31, 2010, approximately 16% of our pravedeveloped reserves were converted to proved aigslreserves during 2011. We expect that our proweleveloped reserves will continue to be condetdeproved developt

producing reserves as additional wells are drilfetliding our acreage. We do not have any matarraunts of proved undeveloped reserves that lesmeined undeveloped for five years or more.

At 2011 year end, approximately 31% of our Bakked @hree Forks prospective acreage was develdpedddition, at 2011 year end, we had approximat&l290 net acres being drilled and completed @puloximatel
12,886 net acres held by production, for a totalpgroximately 82,395 net acres, or approximat8hb 4f our prospective Bakken and Three Forks posigither developed, under the bit or held by patidn. All of our proved reserv

are located in North Dakota and Montana.
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Preparation of our reserve report is outlined in ®arbanes-Oxley Act Section 404 internal controtpdures. Our procedures require that our resepat be prepared by a thipdty registered independent engineering fir
the end of every year based on information we pi®¥o such engineer. We utilize historical prodarctand expense data for our wells, calculate héstbdifferentials, validate working interests anet revenue interests, and ob
updated authorizations for expenditure (“AFEs”)nfrour operations department. This data is forwatdeour thirdparty engineering firm for review and calculatioBur Chief Executive Officer provides a final rewi®f our reserv
report and the assumptions relied upon in suchrtepo

We have utilized Ryder Scott Company, LP (“Rydeot8}, an independent reservoir engineering firsmpar thirdparty engineering firm. The selection of Ryder tSzpapproved by our Audit Committee. Ryder Sitine o
the largest reservoevaluation consulting firms and evaluates crudeand natural gas properties and independentlyfiesrppetroleum reserves quantities for variousntfighroughout the United States and internatigndfyder Sco
has substantial experience calculating the resexfvearious other companies with operations tangethe Bakken and Three Forks formations and, @s, sue believe Ryder Scott has sufficient expegetacappropriately determine «
reserves. Ryder Scott utilizes proprietary techgwlesystems and data to calculate our reserves emsumate with this experience.

In December 2011, we hired an internal reserveneegiwho is responsible for overseeing the prejparaf our reserves estimates. Our internal resengineer possesses a B.S. in chemical and petr@agineering from tt
University of Pittsburgh and has ten years of oil gas experience on the reservoir side. He haseddor large independents and financial firmspoojects and acquisitions, both domestic and irtgonal. The proved reserves tal
below summarize our estimated proved reserves Beacémber 31, 2011, based upon reports prepar&ythgr Scott. The reports of our estimated proesgnves in their entirety are based on the infdonate provide to them. Ryc
Scott is a Texas Registered Engineering Firm (FOL5®ur primary contact at Ryder Scott is JameBdird, Managing Senior Vice President. Mr. BasdiState of Colorado Licensed Professional Engifiéeense #41521).

In accordance with applicable requirements of tB€ Sestimates of our net proved reserves and futetreevenues are made using average prices begiening of each month in the h#snth period prior to the date of si
reserve estimates and are held constant throughelife of the properties (except to the extenbatract specifically provides for escalation).

The reserves set forth in the Ryder Scott reparttfe properties are estimated by performance mdstboanalogy. In general, reserves attributabjgeducing wells and/or reservoirs are estimategdsformance methods st
as decline curve analysis which utilizes extrapotet of historical production data. Reserveslaiteable to norproducing and undeveloped reserves included ireport are estimated by analogy. The estimatékeofeserves, futu
production, and income attributable to propertiespepared using the economic software packagesAor Windows, a copyrighted program of Hallibacto

To estimate economically recoverable crude oil aatliral gas reserves and related future net casls flwe consider many factors and assumptionsdirgy but not limited to, the use of reservoir paeters derived fro
geological, geophysical and engineering data whaimot be measured directly, economic criteriadasecurrent costs and SEC pricing requirements farecasts of future of production rates. Under $EC regulations 210.4-10(a)
(22)(v) and (26), proved reserves must be demdssttta be economically producible based on existéioonomic conditions including the prices and castwhich economic producibility from a reservairto be determined as of
effective date of the report. With respect to theperty interests we own, production and well tésisn examined wells, normal direct costs of odatathe wells or leases, other costs such as toatzjon and/or processing fe
production taxes, recompletion and developmenscarstl product prices are based on the SEC regudatieological maps, well logs, core analyses paessure measurements.

The reserve data set forth in the Ryder Scott tappresents only estimates, and should not betremusas being exact quantities. They may or maypeactually recovered, and if recovered, theaeerenues and costs ca
be more or less than the estimated amounts. Morgestmates of reserves may increase or decraaseesult of future operations.
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Reservoir engineering is a subjective processtahating underground accumulations of crude oil aatiral gas that cannot be measured in an exauotenalhere are numerous uncertainties inheregstimating crude oil ar

natural gas reserves and their estimated valuesiding many factors beyond our control. The accyiaf any reserve estimate is a function of thditjuaf available data and of engineering and ggimdnterpretation and judgment. A
result, estimates of different engineers, includimgse used by us, may vary. In addition, estimatesserves are subject to revision based uparabptoduction, results of future development axpl@ation activities, prevailing cru
oil and natural gas prices, operating costs andrddctors. The revisions may be material. Accalyinreserve estimates are often different fromdhantities of crude oil and natural gas that dtienately recovered and are hig
dependent upon the accuracy of the assumptions whimh they are based. Our estimated net provestves, included in our SEC filings, have not beksdfwith or included in reports to any other fealexgency. Seeltem 1A. Risl
Factors — Estimates of crude oil and natural gssrves that we make may be inaccurate and ourl aettenues may be lower than our financial progecti”

Ryder Scott prepared our reserve report valuingpooved reserves at December 31, 2011. The rephrés only our proved reserves and does not \alug@robable reserves or our possible reserves. fdllowing table se

forth our estimated proved reserves based on tker8Es as defined in Rule 4.10(a) of Regulatiod &d Item 1200 of Regulation S-K (“SEC Pricing ®ed Reserves”).

SEC Pricing Proved Reserve$)

Crude Oil Natural Gas Total Pre-Tax
(barrels) (Mcf) (BOE) @ PV10% Value $M @)
PDP Propertie 13,308,10 7,779,16: 14,604,63 $ 534,49
PDNP Propertie 1,030,47 673,48¢ 1,142,71: $ 17,08«
PUD Properties 27,538,40 21,216,50 31,074,48 $ 549,75
Total Proved Properties: 41,876,97 29,669,16 46,821,83 $ 1,101,33:
1) The SEC Pricing Proved Reserves table above valuee oil and natural gas reserve quantities datediscounted future net cash flows as of Deezrlh, 2011 assuming constant realized prices @f1$9er barrel of crur
oil and $6.18 per Mcf of natural gas, using a BHdtér of 1.5 to reflect liquids and condensatesufahgas liquids are included with natural gadpder SEC guidelines, these prices represent taeage prices per barrel
crude oil and per Mcf of natural gas at the begigrof each month in the -month period prior to the end of the reporting periwhich averages are then adjusted to refledicayte transportation and quality differentic
) BOE are computed based on a conversion ratio oB@te for each barrel of crude oil and one BOE fagrg 6,000 cubic feet (i.e., 6 Mcf) of natural g
) Pre-tax PV10% may be considered a B#AP financial measure as defined by the SEC anmfitved from the standardized measure of discaufutieire net cash flows, which is the most directiynparable GAAP measu

Pre-tax PV10% is computed on the same basis agahdardized measure of discounted future netft@sb but without deducting future income taxes. Wétieve Preax PV10% is a useful measure for investors foiuatang
the relative monetary significance of our crudeamitl natural gas properties. We further believestors may utilize our Ptax PV10% as a basis for comparison of the relatize and value of our reserves to other comp
because many factors that are unique to each ¢hdilicompany impact the amount of future incomesaw be paid. Our management uses this measureaskessing the potential return on investmenteel& our crude ¢
and natural gas properties and acquisitions. Horyére-tax PV10% is not a substitute for the stedidad measure of discounted future net cash fl@us.Pretax PV10% and the standardized measure of discotutere ne
cash flows do not purport to present the fair vafieur crude oil and natural gas resen

The table above assumes prices and costs discousitegglan annual discount rate of 10% without fitescalation, without giving effect to npneperty related expenses such as general and isthatiive expenses, debt sen

and depreciation, depletion and amortization, defal income taxes. The “Pre-tax PV10%” valueswfproved reserves presented in the foregoingsably be considered a non-GAAP financial measudefined by the SEC.
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The following table reconciles the pre-tax PV10%ueeof our SEC Pricing Proved Reserves to the statized measure of discounted future net cash flows

SEC Pricing Proved Reserve
(in thousands)

Standardized Measure Reconciliatior

Pre-tax Present Value of estimated future net reve(R-tax PV10%) $ 1,101,33
Future income taxes, discounted at 1 262,63t
Standardized measure of discounted future netftash $ 838,69

Uncertainties are inherent in estimating quantitiegroved reserves, including many risk factorgdmel our control. Reserve engineering is a subje@rocess of estimating subsurface accumulatbresude oil and natural g
that cannot be measured in an exact manner. Asudtrestimates of proved reserves may vary dépgngon the engineer valuing the reserves. Furthe actual realized price for our crude oil aradural gas is not likely to avere
the pricing parameters used to calculate our progserves. As such, the crude oil and natural gastiies and the value of those commodities uliiyarecovered from our properties will vary froeserve estimates.

Additional discussion of our proved reserves ifeeth under the heading “Supplemental Oil and Bé&srmation” to our financial statements includeder in this report.
Delivery Commitments

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

On August 23, 2010, plaintiff Donald Rensch filedhareholder derivative complaint (the “Originaln@aaint”) in the United States District Court for the Distri¢ Minnesota against our company as nominal difet) Michae
L. Reger, Ryan R. Gilbertson, James R. Sankovitz @had D. Winter, James Randall Reger, James Ri&sgér, Weldon W. Gilbertson, Douglas M. PolinsBgseph A. Geraci, Il and Voyager Oil & Gas, Irt/dyager”). The
Original Complaint alleged breach of fiduciary duf/loyalty and usurping of corporate opportuniti®s Messrs. M. Reger, Gilbertson, Sankovitz and téfinasserted allegations against Messrs. JamedaRa&eger, Weldon V
Gilbertson, James Russell Reger, Douglas M. Paliaski Joseph A. Geraci, Il of aiding and abettingafficers in breaching their fiduciary duties amslirping of corporate opportunities in connectidth the formation, capitalizatio
and operation of Plains Energy (Voyagepredecessor); and asserted a claim against Vioj@g®rtious interference with a prospective Imesis relationship. The plaintiff sought injunctiedief and damages, including imposinc
Voyager and all of its assets a constructive fiarsour company’s benefit. On June 20, 2011, tistridt Court granted a motion to dismiss the lailysind the complaint was dismissed without prejadi

On July 20, 2011 plaintiff Donald Rensch filed anemded shareholder derivative complaint (the “Aneeh@omplaint”)in the same court against our company as nomiriahdant, Michael L. Reger, Ryan R. Gilbertson, %k
R. Sankovitz and Voyager. All other defendantsnfrine Original Complaint were not included as degerts in the Amended Complaint. The Amended Coimpéleges breach of fiduciary duty of loyalty ansurping of corpora
opportunities by Messrs. Reger, Gilbertson and 8étikin connection with the formation, capitalizat, and operation of Plains Energy (Voyaggstedecessor), and also includes related aididgbatting claims against Voyager
Messrs. Reger and Gilbertson. The plaintiff sagkspecified equitable relief and damages. We blibat each of the above claims lacks merit atghihto strongly defend our company and each ofcatrent and/or former office
and directors in connection with this lawsuit. Ation to dismiss the lawsuit in the United Statéstiirt Court for the District of Minnesota wasefil on September 9, 2011. The motion was hearaé#fe Court on December 20, 2(
but the Court has not yet issued a ruling on théano

In addition to the foregoing, our company is subfeam time to time to litigation claims and goverental and regulatory proceedings arising in tlinary course of business.
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Item 4. Mine Safety Disclosures
None.
Executive Officers of the Registrant

Our executive officers, their ages and offices hatdof February 15, 2012 are as follows:

Name Age Positions
Michael L. Rege 35 Chairman, Chief Executive Officer and Direc
Ryan R. Gilbertsol 35 Presiden
Thomas W. Stoel 56 Chief Financial Office
James R. Sankovi 37 Chief Operating Office

Michael L. Regehas served as our Chief Executive Officer and @feir of the Board of Directors since March 2007. Reger has been primarily involved in the acquitdbf crude oil, gas and mineral rights for hisire
professional life and is a director of Reger Oéa in Billings, Montana. Mr. Reger holds a BacheloArts in Finance and an MBA in Finance/Managatfeom the University of St. Thomas in St. Pauinkesota. The Reger fam
has a history of acreage acquisition in the WalsBasin dating to 1952.

Ryan R. Gilbertsohas served as our President since March 2010 aweldsas a Director of our company from March 200August 2011. Mr. Gilbertson previously servedas Chief Financial Officer from March 2007
March 2010. Mr. Gilbertson's last position priordofounding Northern was at Piper Jaffray in Minne&pflom March 2004 to August 2006. Prior to Pipeifrdy, Mr. Gilbertson was a portfolio manager aflGiride Asset Manageme
a multi-strategy hedge fund based in Wayzata, Miotee Mr. Gilbertson holds a BA from Gustavus Adip College in International Business/Finance.

Thomas W. Stoelkas served as our Chief Financial Officer sinceebdwer 2011. Prior to joining our company, Mr. $teerved as the Vice President of Finance andfCimancial Officer at Superior Well Services, Ifimm
2005 to 2011. Prior to Superior Well Services,. IlMdr. Stoelk served as the Chief Financial OffioérGreat Lakes Energy Partners, LLC from 1999 @%2and the Senior Vice President of Finance anahiAidtration for Ranc
Resources Corporation from 1994 to 1999. Pridriscemployment with Range Resources Corporation,trelk was a senior manager at Ernst & Young BhB worked as a certified public accountant inrteediting practice. M
Stoelk holds a BS in Industrial Administration frdowa State University.

James R. Sankovites served as our Chief Operating Officer sincec@010, and previously served as our General @bdirisn March 2008 until October 2011. Prior ténjog our company, Mr. Sankovitz was a partnt
the law firm Adams, Monahan & Sankovitz, LLP fronoWwember 2004 to March 2008, where he representeédugapublic and private companies and individualacerning state and federal securities laws, catpdinance mattel
mergers and acquisitions, capital structuring, leegay compliance and other business-related nzatiér. Sankovitz has assisted clients as an atfaane consultant in pursuing capitaising transactions (including private placeme
mergers, tender offers, bond offerings, bridge rfailags and bank financings), structuring compleansactions, completing mergers, acquisitions andlasi transactions, developing strategic busindsssp exploring licensir
opportunities, evaluating cash needs and resouregstiating various agreements and addressingigeslaw compliance and general corporate matters
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PART Il
Item 5. Market for Registrant’s Common Equity, Related Skbwlder Matters and Issuer Purchases of Equity Seities
Market Information

Our common stock commenced trading on the AMEX ardyl 26, 2008 under the symbol “NOGThe high and low sales prices for shares of comstock of our company for each quarter during 20id 2011 are set for

below.
Sales Price
High Low
Fiscal Year Ended December 31, 201
First Quartel $ 339t % 23.5C
Second Quarte 27.2¢ 16.62
Third Quartel 25.01 13.2¢
Fourth Quarte 27.7C 16.5C
Fiscal Year Ended December 31, 201
First Quartel $ 16.2: $ 10.47
Second Quarte 18.0C 11.72
Third Quartel 17.11 11.9%
Fourth Quarte 28.4% 16.9¢

The closing price for our common stock on the NYS&ex Equities Market on February 15, 2012 was $2®er share.
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 SEC or subject to Regulation 14A or 14@emthe Securities Exchange Act of 1
or to the liabilities of Section 18 of the Secw#tiExchange Act of 1934, and will not be deemeuktincorporated by reference into any filing unther Securities Act of 1933 or the Securities ExgeaAct of 1934, except to the ext
we specifically incorporate it by reference intelsia filing.

The following graph compares the 56-month cumuéatistal shareholder returns since completion ofreuerse merger on April 13, 2007 of Northern Qitl&Gas, Inc., and the cumulative total returns tah&ard & Poor

Composite 500 Index and the Amex Oil Index for shene period. This graph assumes $100 was inviestiee stock or the Index on April 13, 2007 ancdassumes the reinvestment of dividends. We havimcladed any graph for a
period prior to April 13, 2007, because there wasctive trading in our common stock prior to Ad@rd, 2007 and, as such, data is not availablerfppariod prior to such date.
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COMPARISON OF 56 MONTH CUMULATIVE TOTAL RETURN™
Among MNorthern Qil & Gas, Inc., the S&F 500 Index, and Amex Oil Index

50
AN30T 12731707 1213108 123108 123710 2ZE3m

——&— Northern Oil & Gas, Inc. —&—- 5&P 500 -2 Amex Oil

*3100 invested on4M3/07 in stock or index, including reinvestment of dividends.
Fiscal year ending December 31.

Copyrght®2012 S&P, a division of The McGraw-Hill Companies Inc. All rights res erved.

* The following table sets forth the tiataturns utilized to generate the foregoing graph.

4/13/2007 12/31/2007 12/31/200¢ 12/31/200¢ 12/31/201C 12/31/2011
Northern Oil and Gas, Inc. (NO¢ $ 100.0¢ $ 173.78 $ 65.0C $ 296.0C $ 680.2t $ 599.5(
Standard & Po¢'s Composite 500 Inde 100.0¢ 104.82 66.04 83.5Z 96.1( 98.1%
Amex Oil Index 100.0¢ 126.4¢ 89.7¢ 101.2¢ 107.4( 114.6!
Holders

As of February 15, 2012, we had 63,481,852 shdresracommon stock outstanding, held by approxiiya289 shareholders of record. The number of meémiders does not necessarily bear any relatiprishthe number
beneficial owners of our common stock.

Dividends
The payment of dividends is subject to the disoretif our Board of Directors and will depend, amotiger things, upon our earnings, our capital negnents, our financial condition, and other reléfantors. We have not p¢

or declared any dividends upon our common stoc&esaur inception and do not presently anticipatgrgaany dividends upon our common stock in theedeeable future. Under our revolving credit fagilive are prohibited fro
paying cash dividends on our common stock. Any ctagdends in the future to common shareholdersheilpayable when, as and if declared by our Bo&firectors based upon the Board's assessment of:
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our financial condition and performanc

earnings

need for funds

capital requirement:

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

other factors, including income tax consequencasiractual restrictions and any applicable la
There can be no assurance, therefore, that angedists on the common stock will ever be paid.
Recent Sales of Unregistered Securities
None.
Issuer Purchases of Equity Securities
The table below sets forth the information withpest to purchases made by or on behalf of the comma any “affiliated purchaser” (as defined inl®@0b18(a)(3) under the Securities Exchange Act of 198#pur commo

stock during the quarter ended December 31, 2011.

Total Number of
Shares Purchased as
Part of Publically

Total Number of Average Price Paid Announced Plans or Approximate Dollar Value of Shares that May Yet be
Period Shares Purchase(®) Per Share Programs Purchased Under the Plans or Program(
Month #1
October 1, 2011 to October 31, 2( 26,29: $ 19.3¢ - 150 million
Month #2
November 1, 2011 to November 30, 2( 12,05¢ 22.71 - 150 million
Month #3
December 1, 2011 to December 31, 2 12,047 24.64 - 150 million
Total 50,39: $ 21.4¢ = 150 million

(1) All shares purchased reflect shares surrenderedimpany employees in satisfaction of tax obligatiznconnection with restricted stock awai
(2) In May 2011, our board of directors approved alstepurchase program to acquire up to $150 milileares of our compa’s outstanding common stock. We have not madeemyrchases under this program to d
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Item 6. Selected Financial Data

Fiscal Years
2011 2010 2009 2008 2007

Statements of Income Information:
Revenue:
Oil and Gas Sale $ 159,439,50 $ 59,488,28  $ 15,171,82  $ 3,542,99. $ -
(Loss) Gain on Settled Derivativ (13,407,87) (469,607 (624,547) 778,88! -
Gain (Loss) on Mar-to-Market of Derivative Instrumen 3,072,22! (14,545,47) (363,41 - -
Other Revenue 285,23« 85,90( 37,63( - -

Total Revenues 149,389,09 44,559,10 14,221,49 4,321,87! -
Operating Expense
Production Expense 13,043,63 3,288,48: 754,97t 70,95¢ -
Production Taxe 14,300,72 5,477,97! 1,300,37: 203,18: -
General and Administrative Exper 13,624,89 7,204,44: 3,686,33! 2,091,28! 4,509,74.
Depletion Oil and Gas Properti 40,815,42 16,884,56 4,250,98: 677,91¢ =
Depreciation and Amortizatic 298,13° 176,59¢ 91,79 67,06( 3,44¢
Accretion of Discount on Asset Retirement Obligasio 56,05¢ 21,75¢ 8,082 1,03(C —

Total Expenses 82,138,386 33,053,81 10,092,53 3,111,431 4,513,18
Income (Loss) from Operations 67,250,23 11,505,28 4,128,96 1,210,44! (4,513,18)
Other Income - - 479,10( - 24C
Interest Expens (585,98 (583,376 (535,099 (27,489 -
Interest Incom¢ 567,45 472,91: 191,98¢ 286,73t 205,33]
Gain (Loss) on Available for Sale Securit 215,09: (58,524 — 124,64( 2,31¢
Other Income (Expense) 196,56 (168,989 135,99: 383,89: 207,89¢
Income (Loss) Before Income Tax 67,446,79 11,336,30 4,264,95: 1,594,341 (4,305,29)
Income Tax Provision (Benefi 26,835,30 4,419,00! 1,466,00! (830,000 —
Net Income (Loss $ 4061149 $ 6,917,300 $ 2,79895 $ 242434  $ (4,305,29)
Net Income (Loss) Per Common Sh- Basic $ 066 $ 014 $ 00 $ 00 $ (0.1§)
Net Income (Loss) Per Common Sh- Diluted $ 06 $ 014 $ 00 $ 007 $ (0.1§)
Weighted Average Shares Outstanding — Basic 61,789,28 50,387,20 36,705,26 31,920,74 23,667,11
Weighted Average Shares Outstanding - Diluted 62,195,34 50,778,24 36,877,07 32,653,55 23,667,11
Balance Sheet Information:
Total Asset: $ 725,593,91 $ 509,693,96 $ 135,594,96 $ 54,520,39 $ 18,131,46
Revolving Line of Credi $ 69,900,00 = = = =
Total Liabilities $ 229,02386 $ 7433448  $ 12,03551  $ 499133 $ 224,24
Shareholdel Equity $ 497,797,05  $ 43535948  $ 12355945 $ 49,529,06 $ 17,907,21
Statement of Cashflow Information:
Net cash provided by (used for) operating actis $ 85,149,52 $ 73,307,22 $ 9,812,911 $ 2,506,49; $ (491,509
Net cash used for investing activit $ (300,867,80) $ (207,893,45) $ (71,848,70) $ (40,357,96) $ (5,078,75))
Net cash provided by financing activiti $ 69,887,16 $ 280,463,55 $ 67,488,44 $ 28,519,52 $ 14,832,99
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Source of Our Revenues

We derive our revenues from the sale of crudenaiiiral gas and natural gas liquids (“NGLs”) praetlifrom our properties. Revenues are a functichefolume produced, the prevailing market pricéaa time of sale,
quality, Btu content and transportation costs tokea We use derivative instruments to hedge &usales prices on a substantial, but varying, @oitf our crude oil and natural gas production. &¥eect our hedging activities will he
us achieve more predictable cash flows and reducexposure to downward price fluctuations. The afsderivative instruments has in the past, angd im¢he future, prevent us from realizing the fosinefit of upward price moveme
but also protects us from declining price movemefsr average realized price calculations (ineigdill derivative settlements) include the effedftthe settlement of all derivative contracts relfgss of the accounting treatment.

Principal Components of Our Cost Structure

Production expense Production expenses are daily costs incurreditg kerude oil and natural gas out of the ground &nthe market, together with the daily costs imeti to maintain our producing properties. Suctts
also include field personnel compensation, salewdisposal, utilities, maintenance, repairs antkaxer expenses related to our crude oil and nbgas properties

Production taxes Production taxes are paid on produced crudenuilreatural gas based on a percentage of reverurespitoducts sold at market prices (not hedged grioe at fixed rates established by federal, ste
local taxing authorities. We seek to take full aahage of all credits and exemptions in our variaming jurisdictions. In general, the producttares we pay correlate to the changes in crudendilnatural gas revenu

Depreciation, depletion and amortizatic Depreciation, depletion and amortization incluthes systematic expensing of the capitalized dostsred to acquire, explore and develop crudewd natural gas. As a full o
company, we capitalize all costs associated wittdenelopment and acquisition efforts and allotaése costs to each unit of production using this-of-production methoc

General and administrative expens General and administrative expenses include eaethincluding payroll and benefits for our corperstaff, costs of maintaining our headquarterstscof managing our acquisition ¢
development operations, franchise taxes, audib#imet professional fees and legal complial

Gain (Loss) on Mar-to-Market of Derivative Instrument: We utilize commaodity derivative financial instremts to reduce our exposure to fluctuations inphiee of crude oil. This account activity repretsethe
recognition of gains and losses associated wittoatstanding derivative contracts as commoditygsriand commodity derivative contracts change otracts that have not been designated for hedgeiating.

Gain (Loss) on settled derivativedVe utilize commodity derivative instruments toluee our exposure to fluctuations in the pricerafle oil. This account activity represents outized gains and losses on the settler
of these commodity derivative instrumer

Interest expenst We finance a portion of our working capital reganents, capital expenditures and acquisitions tatttowings under our revolving credit facility. Asresult, we incur interest expense that is aéfitt
both fluctuations in interest rates and our finagcilecisions. We capitalize interest paid to thmelées under our revolving credit facility into ofufl cost pool. We include the amortization of eleed financing cos
(including origination and amendment fees), comraittrfees and annual agency fees as interest exj

Income tax expens Our provision for taxes includes both federal atate taxes. We record our federal income taxesdordance with accounting for income taxes u@#AP which results in the recognition of defer
tax assets and liabilities for the expected futareconsequences of temporary differences betweehaok carrying amounts and the tax basis of asset liabilities. Deferred tax assets and lidbgitare measured us
enacted tax rates expected to apply to taxablerirda the years in which those temporary differermed carryforwards are expected to be recoversdtted. The effect on deferred tax assets abdities of a change

tax rates is recognized in income in the period ithrdudes the enactment date. A valuation allowascestablished to reduce deferred tax assétsifriore likely than not that the related tax Hisavill not be realized
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Market Conditions

Prices for various quantities of crude oil and raltgas that we produce significantly impact owereies and cash flows. Commodity prices have befatile in recent years. The following table listserage NYMEX prices for
crude oil and natural gas for the years ended Dbee8il, 2011, 2010 and 2009. No similar publishechmark exists for NGL prices. The price ugtiim the sale of other liquids is included in traural gas price.

Year Ended December 31

2011 2010 2009
Average NYMEX price«?)
Crude Oil (per Bbl' $ 95.11 $ 7961 $ 62.0¢
Natural gas (per Mci $ 4.0 $ 438 $ 4.1€

@) Based on average of daily closing pric

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 Data” in Item 6dathe Financial Statements and Accompanying Nqipsaing elsewhere in this report.
Overview of 2011 Results

During 2011, we achieved the following financiablasperating results:

117% production growth compared to 20

198% proved reserve growth compared to 2!

Participated in the completion of 354 gross (328 wells, with a 100% success rate in the BakkehThree Forks play:

Continued expansion of our activities in the Bakénale by growing production, proving up acreage ayuiring additional acreac

Maintained a strong balance sheet by retainingoatdecapitalization ratio of 12%

Entered into additional derivative contracts fol2@&nd 2013

Realized $85.1 million of cash flow from operatiagfivities; anc

Ended the year with stockhold’ equity of $496.6 million

Operationally, our 2011 performance reflects anoyiear of successfully executing our strategy ofelfeping our acreage position and building a ldfgyfeserve base. Our success enabled us to secpeaved reserves by 31.1
million BOE, which is more than 16 times 2011 pretiien. During 2011, production increased 117% ® rhillion BOE as compared to 2010 production of fiflion BOE. The increase in 2011 production vasiven by a 123¢
increase in producing net wells from 26.0 net wallDecember 31, 2010 to 57.9 net wells at Decel®beg2011.

Total revenues increased 235% in 2011 compare®16.2This increase was due to higher productiaha$3.1 million non-cash gain from markstmrket of derivative instruments. Average realipeides on a BOE ba:

(including all realized derivative settlements) ev@#% higher in 2011 compared to 2010. As disclisteewhere in this report, significant changesrirde oil and natural gas prices can have a mhtenact on our results of operatic
and our balance sheet, including the fair valuewfderivatives.
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The following table sets forth selected operatiatador the periods indicated. Production volu@res average sales prices are derived from accegetiating data for the relevant period indicated.

Year Ended December 31

2011 2010 2009
Net Production:
Qil (Bbl) 1,791,97 849,84! 274,32¢
Natural Gas (Mcf 800,207 234,41 47,308
Net Sales:
Oil Sales $ 154,132,40 $ 58,020,69 $ 14,977,55
Natural Gas 5,307,10. 1,467,591 194,26¢
Loss on Settled Derivative (13,407,87) (469,607 (624,547)
Gain (Loss) on Mal-to-Marketof Derivative Instrument 3,072,22! (14,545,47) (363,41
Other Revenue 285,23« 85,90( 37,63(
Total Revenue 149,389,09 44,559,10 14,221,49
Average Sales Prices
Qil (per Bbl) $ 86.01 $ 6821 $ 54.6(
Effect of Loss on Settled Derivatives on Averaged(per Bbl) (7.4%) (0.55) (2.2¢)
Oil Net of Settled Derivatives (per Bt 78.5% 67.72 52.32
Natural Gas and other liquids (per M 6.62 6.2€ 4.11
Realized price on a BOE basis including all reaiderivative settlemen 75.8¢ 66.3¢ 51.5¢
Operating Expenses
Production Expense $ 13,043,63 $ 3,288,48  $ 754,97t
Production Taxe 14,300,72 5,477,97! 1,300,37:
General and Administrative Expen(Including Share Based Compensati 13,624,89 7,204,44. 3,686,33!
Depletion of Oil and Gas Properti 40,815,42 16,884,56 4,250,98:

Results of Operations for 2011, 2010 and 2009
Crude Oil, Natural Gas and NGL Sales, Production &ealized Price Calculations
Our revenues vary from year to year as a resulbanges in realized commodity prices and produat@omes. In 2011, crude oil, natural gas and N@les increased 168% from 2010, driven primarilyaliyl 7% increase in

production and partially aided by a 14% increasesaiized prices taking into account the effecsetled derivatives. In 2010, crude oil and ndtges sales increased 292% from 2009 due to a BBpédse in realized prices, and a 2
increase in production.
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Our production continues to grow through drillingceess as we place new wells into production araligh additions from acquisitions, partially offést the natural decline of our crude oil and ndtges sales from existil
wells. For 2011, our production volumes increa$&@% as compared to 2010. For 2010, our productdames increased 215% as compared to 2009. Tdaugtion primarily increased due to the additidr3@.3 and 16.8 n
productive wells in 2011 and 2010, respectiveur production for each of the last three yeasetsorth in the following table:

Year Ended
2011 2010 2009
Production

Crude oil (Bbl) 1,791,97 849,84! 274,32¢
Natural gas and NGL (Mcf) 800,20° 234,41 47,30%
Total (BOE)®@ 1,925,34 888,91« 282,21

Average daily production @)
Crude oil (Bbl) 4,91C 2,32¢ 752
Natural gas and NGL (Mcf) 2,192 642 13C
2,43t e

Total (BOE)@ 5,27t

(1) Represents volumes produc
) Natural gas and NGLs are converted to BOE at tteeafone barrel equals six Mcf based upon theamrate relative energy content of crude oil antlire gas, which is not necessarily indicativetwf telationship of crude oil a

natural gas price:

We enter into derivative instruments to managepthee risk attributable to future crude oil prodoaot For 2011, we incurred a loss on settled @¢ies of $13,407,878, compared to $469,607 in 20id $624,541
2009. Our average realized price (including alivdgive settlements) received during 2011 was & her BOE compared to $66.39 per BOE in 2010 &1d5% per BOE in 2009. Our average realized pifegluding all derivativ:

settlements) calculation includes all cash setttemor derivatives.

Mark-to-Market Derivative Gains and Losses

Mark-to-market derivative gains and losses were gains @f783229 in 2011 compared to a $14,545,477 10200 and a $363,414 loss in 2009. Most of ourvdéries are not designated for hedge accountingaae
accounted for using the mark-to-market accountirgghwd whereby gains and losses from changes ifiathealue of derivative instruments are recognizethediately into earnings. Mark-toarket accounting treatment crei
volatility in our revenues as unrealized gains Esses from derivatives are included in total rexenand are not included in accumulated other celngmsive income in the accompanying balance shéstsommodity prices incree
or decrease, such changes will have an oppositetash the mark-tonarket value of our derivatives. Any gains on derivatives will be offset by lower wellhead revesun the future or any losses will be offset byghleir futur:
wellhead revenues based on the value at the setitestate. At December 31, 2011, all of our deiveatontracts are recorded at their fair value clvhivas a net liability of $11,937,971, a decreds®da2 million from the $16,167,9'
net liability recorded as of December 31, 2010.

Production Expenses

Production expenses were $13,043,633 in 2011 cadar$3,288,482 in 2010 and $754,976 in 2009. ¥gerence increases in operating expenses as weeaddvells and maintain production from existinggerties. On
per unit basis, production expenses per BOE ineterem $3.70 per barrel sold in 2010 to $6.770a2 On a per unit basis, production expenses (i Bcreased from $2.68 per barrel sold in 20083@0 in 2010. These increa
are related to higher operating costs primarilpuim Williston Basin activities. The largest cosiver in our Williston Basin operations is the dispbof water. On an absolute dollar basis, oundjmg for production expenses for 2!
was 297% higher when compared to 2010 due to ptimiulevels increasing 117%, higher water haulind disposal costs and workover expenses. On aubsiollar basis, our spending for production esges for 2010 was higt

when compared to 2009 due to production levelsising 215% and higher water hauling and dispogereses.
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Production Taxes

We pay production taxes based on realized crudendilnatural gas sales. These costs were $14280®,2011 compared to $5,477,975 in 2010 and $1333 in 2009. Our production taxes were 9.09¢/®add 8.6% in 201
2010 and 2009, respectively. The 2011 averageuptimh tax rate was lower than the 2010 averagetdueell additions that qualified for reduced rébesax exemptions during 2011. Certain portioh®war production occurs
Montana and North Dakota jurisdictions that hawedpinitial tax rates for an established periodimfe or until an established threshold of produti®mexceeded, after which the tax rates are isextéo the standard tax rate. The &
average production tax rate was higher than th® 20@rage due to the increased weighting of Noetkda oil revenues in 2010. The majority of ousdurction is located in North Dakota which imposestamdard 11.5% tax on ¢
production revenues except for where propertiesifgfar reduced rates.

General and Administrative Expense

General and administrative expense was $13,624@8%2011 compared to $7,204,442 for 2010 and $33386in 2009. The 2011 increase of $6.4 million wikempared to 2010 is due to higher base salani@benefits ($0.
million), increased share based compensation erp@as6 million), higher legal and professional expes ($1.3 million), increased travel expenses (®llion) and higher office and other adminisitratexpenses due to the additiol
adding more employees ($1.1 million). As a resfilbur growth, the number of employees increased28p6 in 2011 as compared to 2010 to provide aufditistaffing in the legal, finance and land deparits. The 2010 increase
$3.5 million when compared to 2009 is due to highese salaries and benefits ($0.4 million), inazdashare based compensation expense ($2.3 millimyeased travel expenses ($0.4 million) anéidnigffice and other administrat
expenses ($0.4 million). Our personnel costs naetito increase as we invest in our technical temmisother staffing to support our growth. Shaaeeldl compensation expense represents the amortizidtrestricted stock grar
granted to our employees and directors as pampensation as well as fully vested share grarngésnjployees and directors throughout the year.

Depletion, Depreciation and Amortization

Depletion, depreciation and amortization (“DD&AR)as $41,169,618 in 2011 compared to $17,082,9120k0 and $4,350,859 in 2009. Depletion expensejatgest component of DD&A, was $21.20 per BORM11
compared to $18.99 per BOE in 2010 and $15.06 @ B 2009. Our depletion expense is based onahitalized costs related to properties having edaeserves, plus the estimated future developouests and asset retirement ¢
which are depleted and amortized on the uniprouction method based on the estimated grosegrmserves determined by independent petroleuinesrg. We have historically adjusted our deptettes in the fourth quarter
each year based on the year end reserve repodthedtimes during the year when circumstancesatdithere has been a significant change in reserveosts. The increase in depletion expens2fbi compared to 2010 was dri
by a 117% increase in production. Additionallyplé#ion rates rose in 2011 due to an increase iifudure development cost estimates to reflectctmenges in well completion methodologies (e.g. nstireulation costs per well due
longer lateral extensions). Depletion rates in péays tend to be higher in the beginning as irsgdanitial outlays are amortized over proved neseibased on early stages of evaluations. As {ilage mature, new technologies, \
completion methodologies and additional historispérating information impact the reserve evaluatiofihe increase in depletion expense for 2010 eoeapto 2009 was driven by a 215% increase in mtomiu Depreciatiol
amortization and accretion was $354,192 in 2011pzoed to $198,350 in 2010 and $99,876 in 2009. flh@wving table summarizes DD&A expense per BOEZ011, 2010 and 2009:

Year Ended December 31 Year Ended December 31
2011 2010 Change Change 2010 2009 Change Change
Depletion $ 212 $ 18.9¢ % 221 12% $ 18.9¢ % 1506 $ 3.9¢ 26%
Depreciation, amortization, and accretic 0.1¢ 0.28 (0.05) (22%) 0.2% 0.3 (0.12) (34)%
Total DD&A expense $ 213t $ 19.2: % 2.1€ 11% $ 1922 $ 154: $ 3.8C 25%
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Interest Expense

Interest expense was $585,982 for 2011 compar&888,376 in 2010. Interest expense was $583,3780fb0 compared to $535,094 in 2009. The incresgrerest expense between periods were priméltily to differer
weighted average debt amounts outstanding betwesas.y

Interest Income

Interest income was $567,452 for 2011 comparedti@®12 in 2010. Interest income for 2011 incre&®t540 as compared to 2010 because of highdslefreash and short term investments. The highesunt of cash ai
short term investments resulted from the sale afroon stock in November 2010. Interest income w212 for 2010 compared to $191,985 in 200%rést income for 2010 increased $280,927 as comipar2009 due to high
levels of cash and short term investments thaitegbtrom the sale of common stock.

Income Tax Provision

The provision for income taxes was $26,835,3000ih12compared to $4,419,000 in 2010 and $1,4660@009. The effective tax rate in 2011 was 39.8%hmared to an effective tax rate of 39.0% in 20D@e to higher pre-
tax income levels, the Company increased its fédgatutory rate from 34% to 35% in 2011. The effee tax rate was different than the statutorg rat 35% primarily due to state tax rates of 3.6 4.6% in 2011 and 20:
respectively. The 2010 effective tax rate was @ddmpared to an effective tax rate in 2009 of 84.4The effective tax rate was different than ttaéutory rate of 34% primarily due to state tavesadf 4.6% and 6.9% in 2010 and 2(
respectively. We expect our effective tax ratbeaapproximately 38—-39% for 2012.

Net Income

Net income was $40,611,492 in 2011 compared tol$6380 in 2010 and $2,798,952 in 2009. The ine®asnet income were driven by higher producterels and higher average sales prices receivedgieech successi
period. Partially offsetting the higher oil andsgavenues were increased production expense, gifoduaxes, general and administrative expenseésiapletion expenses in each of the respectivegeds described above. Higher
income levels increased diluted net income per comshare to $0.65, $0.14 and $0.08 in 2011, 20d(®@A9, respectively.

Non-GAAP Financial Measures

Pre-tax PV10% value may be considered a &P financial measure as defined by the SEC aniefived from the standardized measure of discolfuieire net cash flows, which is the most directiynparable standardiz
financial measure. Pitex PV10% value is computed on the same basiseastéindardized measure of discounted future natfeass but without deducting future income taxés of December 31, 2011, our discounted futurerim
taxes were $262.6 million and our standardized oreasf after-tax discounted future net cash floves $838.7 million. We believe ptax PV10% value is a useful measure for investore¥aluating the relative monetary significa
of our crude oil and natural gas properties. Wtéher believe investors may utilize pie« PV10% value as a basis for comparison of ttaive size and value of our reserves to other @onigs because many factors that are uniq
each individual company impact the amount of futimeome taxes to be paid. Our management usesnibsure when assessing the potential return oestiment related to our crude oil and natural gapesties an
acquisitions. However, pre-tax PV10% value isaasubstitute for the standardized measure of digedufuture net cash flows. Our pgeex PV10% value and the standardized measure ofuliged future net cash flows do not pur
to present the fair value of our crude oil and redtgas reserves.

Our non-GAAP net income, which excludes unrealimeatk-toimarket derivative gains and losses net of taxtHeryear ended December 31, 2011, was $38,762rBpB$enting approximately $0.62 per diluted shat

compared to our non-GAAP net income, which exclusie®alized mark-torarket hedging gains and losses net of tax of 485787 (representing approximately $0.31 per dilutkare) for the year ended December 31, 2010
increase in non-GAAP net income is primarily duew continued addition of crude oil and natura geoduction from new wells and higher realized wwity prices in 2011 compared to 2010.
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We define Adjusted EBITDA as net income beforar(igrest expense, (i) income taxes, (i) depréera depletion and amortization, (iv) accretiondifcount on asset retirement obligations, (v) gliss) on mark-tanarket o
derivative instruments and (vii) narash expenses relating to share based paymentgnieet under ASC Topic 718. Adjusted EBITDA foethear ended December 31, 2011 was $112,294,48Waced to Adjusted EBITDA
$47,114,199 for the year ended December 31, 20Uh@. increase in Adjusted EBITDA is primarily duedor continued addition of crude oil and natura gaoduction from new wells and higher realized wwdity prices in 201
compared to 2010.

We believe the use of these non-GAAP financial messsprovides useful information to investors tngan overall understanding of our current finahpirformance. Specifically, we believe the T8AAP financial measur
included herein provide useful information to batlanagement and investors by excluding certain esgeeand unrealized commodity gains and lossethananagement believes are not indicative of oune operating results.
addition, these noAAP financial measures are used by managemettuidgeting and forecasting as well as subsequerghsoring our performance, and we believe that wepeoviding investors with financial measures tinais
closely align to our internal measurement proces¥és consider these ndBAAP measures to be useful in evaluating our cperating results as they more closely reflect msertial revenue generating activities and dirpetating
expenses (resulting in cash expenditures) needeerform these revenue generating activities. @anagement also believes, based on feedback peobigiehe investment community, that the ®AAP financial measures ¢
necessary to allow the investment community to tansits valuation models to better compare osults with our competitors and market sector.

The non-GAAP financial information is presentedngsconsistent methodology from year to year. Theeasures should be considered in addition toteepuépared in accordance with GAAP. In additibvese norGAAP
financial measures are not based on any comprateesst of accounting rules or principles. We helighat nonGAAP financial measures have limitations in thaythdo not reflect all of the amounts associatedh wiir results ¢
operations as determined in accordance with GAAPtlaat these measures should only be used to égaluaresults of operations in conjunction with torresponding GAAP financial measures.

Net income excluding unrealized mark-to-market\d#ive gains and losses and Adjusted EBITDA are @GA#P measures. A reconciliation of these measta&AAP is included below:
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Northern QOil and Gas, Inc.
Reconciliation of GAAP Net Income to Non-GAAP Netihcome Excluding
Unrealized Mark-to-Market Derivative Gains and Losses

Year Ended December 31

2011 2010 2009
Net Income $ 40,611,49 $ 6,917,300 $ 2,798,95.
(Gain) Loss on Mar-to-Market of Derivative Instrumen (3,072,22) 14,545,47 363,41«
Tax Impact 1,223,00! (5,649,000 (140,000
Net Income without the Effect of Certain Ite 38,762,26 15,813,77 3,022,361
Net Income Per Common Share - Basic 0.68 0.31 0.0¢
Net Income Per Common Shi- Diluted 0.62 0.31 0.0¢
Weighted Average Shares Outstanding — Basic 61,789,28 50,387,20 36,705,26
Weighted Average Shares Outstanding - Diluted 62,195,34 50,778,24 36,877,07
Net Income Per Common Shi- Basic $ $ 014 % 0.0¢
Change due to Ma-to-Market of Derivative Instrumen 0.2¢ -
Change due to Tax Impact (0.1 -
Net Income without Effect of Certain Items Per Goom Share - Basic $ $ 0.31 $ 0.0¢
Net Income Per Common Shi- Diluted $ $ 014 $ 0.0¢
Change due to Ma-to-Market of Derivative Instrumen 0.2¢ -
Change due to Tax Impact (0.1 -
Net Income without Effect of Certain Items Per @oam Share - Diluted $ $ 031 $ 0.0¢€

Northern Oil and Gas, Inc.
Reconciliation of Adjusted EBITDA

Year Ended December 31

2011 2010 2009
Net Income $ 40,611,49 $ 6,917,300 $ 2,798,95.
Add Back:
Income Tax Provisio 26,835,30 4,419,001 1,466,00!
Depreciation, Depletior
Amortization and Accretio 41,169,61 17,082,91 4,350,85!
Share Based Compensat 6,164,32 3,566,13: 1,233,50
(Gain) Loss on Mar-to-Market Derivative Instrumen: (3,072,22) 14,545,47 363,41«
Interest Expens 585,98: 583,37t 535,09«
Adjusted EBITD/ $ 112,294,48 $ 47,11419 $ 10,747,82
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2012 Operation Plan

We expect to spend $325 million in 2012 with asated drilling capital expenditures. The 2012 walls expected to target both the Bakken and ThoeesFormations. Drilling capital expenditures asgected to increase
2012 due to the continued success of longer Iatarad additional fracture stimulation stages. \(eemtly expect to drill wells during 2012 at areeage completed cost of $6.5 million to $7.5 milljer well, which represents a 109
15% increase in drilling costs for 2012 compare@@al. Based on evolving conditions in the fiele, expect to continue to evaluate further stratagieage acquisitions during 2012. Additionallg, expect to spend approximately
million to $80 million on acreage capital expendési during 2012. Northern has the ability to adfapital expenditures by reducing the number ofgmts we elect to participate in. We currently eotpto fund all 2012 commitmel
using a combination of cash-on-hand, cash flow gead by operations, bank borrowings and potedgét financings.

Our future financial results will depend primardp: (i) the ability to continue to source and sorpetential projects; (i) the ability to discovesmmercial quantities of crude oil and natural d#$;the market price for crude «
and natural gas; and (iv) the ability to fully irapient our exploration and development program, hvisiclependent on the availability of capital reses. There can be no assurance that we will teessful in any of these respects,
the prices of crude oil and natural gas prevaifinthe time of production will be at a level allmgifor profitable production, or that we will belalto obtain additional funding if necessary.

As of February 15, 2012, we controlled the rigltsrtineral leases covering approximately 170,000acets prospective for the Bakken and Three Fdrkshe first quarter of 2012 through February 2612, we acquire
approximately 2,900 net acres at an average pfi®&2029 per acre. Our goal is to continue to evelfor and develop hydrocarbons within the minégakes we control as well as continue to expamdaoteage position shot
opportunities present themselves. To accomplistobjectives we must achieve the following:

= Continue to develop our substantial inventory ghhijuality core Bakken acreage with results coestswith those i-date;

= Retain and attract talented person

= Continue to be a lo-cost producer of hydrocarbor

= Actively manage our cost structure and focus omedive acquisitions; an

= Continue to manage our financial obligations toesscthe appropriate capital needed to developasitign of primarily undrilled acreag
Liquidity and Capital Resources

Our main sources of liquidity and capital resouraes internally generated cash flow from operati@nsredit facility and access to the debt andtgqrapital markets. We continue to take steps suenadequate capi
resources and liquidity to fund our capital expamai program. In the future, we anticipate we Wélable to provide the necessary liquidity byréheenues generated from the sales of our crudendihatural gas reserves in our exis
properties, credit facility borrowings and potehéguity or debt issuances. However there is ravantee the capital markets will be available tomavorable terms or at all.

Our opinions concerning liquidity and our ability avail ourselves in the future of the financingiaps mentioned in the above forwdaobking statements are based on currently availaiéemation. If this information prov
to be inaccurate, future availability of financingy be adversely affected. Factors that affecatraability of financing include our performanaeude oil and natural gas prices, the value ofreserves, the state of the worldwide

and equity markets, investor perceptions and erfients of past and future performance, the gloipaincial climate and, in particular, with resperbbrrowings, the level of our working capital artstanding debt and credit ratings
rating agencies.
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Overview

At December 31, 2011, our debt to total capital@matatio was 12%, we had $69.9 million of debtstanding, $496.6 million of stockholdemstjuity, and $6.3 million of cash on hand. At Deben1, 2010, we had no de¢
$435.4 million of stockholders’ equity, $152.1 naili of cash on hand and $39.7 million in shern investments. In 2011, we generated $85.liamilbf cash provided by operating activities, aorémse of $11.8 million fro
2010. Cash provided by operating activities inseebprimarily due to increased investment in od gas properties (32.3 net wells added in 201g)dvi crude oil production volumes and higher aversaes prices for both crude
and natural gas in 2011. These positive factore wartially offset by increased production expenpeoduction taxes and general and administratpenses during 2011 as compared to 2010. Casb flom operating activities a
advances under our revolving credit facility wesedito partially fund approximately $300 milliondflling and development expenditures and $80iamilbf acreage acquisition expenditures in 2011.

Cash Flow

Cash flows from operations are primarily affectgdpnoduction volumes and commodity prices, nethef effects of settlements of our derivatives. Cashcflows from operations also are impacted by gesrin workin
capital. We generally maintain low cash and caglivelent balances because we use available fonfist our development activities or reduce ourkbadebt. Shorterm liquidity needs are satisfied by borrowingsiemour revolvin
credit facility. We generally use derivatives tmeomically hedge a significant, but varying partiaf our anticipated future oil production for thext 12 to 24 months. Any payments due to couatégs under our derivative contre
are funded by proceeds received from the sale opmduction. Production receipts, however, lagnpents to the counterparties. Any interim castdeege funded by cash from operations or borrowimgter the credit facility. As
December 31, 2011, we had entered into derivativeeanents covering 1.4 million barrels for 2012 ar@imillion barrels for 2013. For additional imfeation on the impact of changing prices on ouarfitial position, seeltem 7A
Quantitative and Qualitative Disclosures about MafRisk.”

Our cash flows for the years ended December 311,28110 and 2009 are presented below:

Year Ended December 31

2011 2010 2009
(In thousands)
Net cash provided by operating activit $ 8515( $ 73301 $ 9,815
Net cash used in investing activiti (300,86¢) (207,899 (71,849
Net cash provided by financing activiti 69,887 280,46¢ 67,48¢
Net change in cas $ (145,831 $ 145877 $ 5,452

Cash flows provided by operating activities

Net cash provided by operating activities was $88illion, $73.3 million and $9.8 million for the ges ended December 31, 2011, 2010 and 2009, rasggctThe increase in cash flows provided by afiag activities for th
year ended December 31, 2011 as compared to 204 Primaarily the result of an increase in crudeaoitl natural gas production of 117%. In additiarDecember 31, 2010, we had a working capital ssrpf $173.4 million which w:
primarily attributable to higher cash and sherm investments balances as a result of the pdsdeem the sale of common stock. Cash flows mlediby operating activities during the year endedeébnber 31, 2010 increased comp
to 2009 primarily as a result of an increase irderail and natural gas production of 215%.

Cash flows used in investing activities

We had cash flows used in investing activities 83&9 million, $207.9 million and $71.8 million dog the years ended December 31, 2011, 2010 and, B&pectively, primarily as a result of our capigapenditures fc
drilling, development and acquisition costs. Theréase in cash used in investing activities feryiear ended December 31, 2011 compared to 2089300 million was attributable to our acquisitiafgroperties in the Williston Bas
as well as increased levels of development of copgrties. During 2011, we increased our 201 we#tcount as compared to our 2010 net well coynt23%. In 2011, we added 32.3 net wells to ré&tB net wells at year end. A
result of the increased development activities,Gbenpany sold $39.7 million of shagrm investments to fund the drilling, developmand acquisition costs. The $136.0 million increiaseash used in investing activities for the
ended December 31, 2010 compared to December 89,28s attributable to drilling, development anduasition costs. During 2010, we increased ourd204t well count as compared to our 2009 net waiht by 183%. In 2010, v
added 16.8 net wells to reach 26.0 net wells aetiteof 2010. Also, in 2010 we increased our stesrh investments by $14.8 million as we tempoyae-invested proceeds from the sale of commorkstoc
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Cash flows provided by financing activities

Net cash provided by financing activities was $6®i8ion, $280.5 million and $67.5 million for thgears ended December 31, 2011, 2010 and 2009 ctashe. For the year ended December 31, 2011regeived $69.
million in net advances under our revolving crddltility that were used to fund drilling, developmteénd acquisition costs. For the years ended ibkeee 31, 2010 and 2009, cash increased throughding activities was primari
provided by net proceeds from the sale of commockst

Revolving Credit Facility

As of December 31, 2011, we maintained a $500 anilievolving credit facility that is secured by stdntially all of our assets with a maturity of M2§, 2014. We had $69.9 million of borrowings unttes credit facility &
December 31, 2011. At December 31, 2011, we hbor@wing base of $150 million, subject to a $12lliom aggregate maximum credit amount that prodi&50.1 million of additional borrowing capacityder this facility. Fc
additional information, see Note 5 in our notethi® financial statements.

On February 28, 2012, we entered into an amendedestated revolving credit facility, which repldceur previous revolving credit facility. The newacflity, secured by substantially all of our asset®vides for an initi
commitment equal to the lesser of the facility amtaar the borrowing base. At closing, the facilitjount was $750 million and provided for a $250iam borrowing base. The new credit facility prdes for a borrowing base subjec
redetermination semi-annually each April and Octalred for eventriven unscheduled redeterminations. The new lugokp is comprised of a group of commercial bamkigh no single bank holding more than 25% of thel
facility. As of February 28, 2012, the outstandirdance under the credit facility was $147.5 wiillieaving $102.5 million of borrowing capacity dshle under the facility. The loan matures onulay 1, 2017. Borrowings under
bank facility can either be at the Alternate Basg¢eRas defined) plus a spread ranging from 0.4%%5% or LIBOR borrowings at the Adjusted LIBORtR (as defined) plus a spread ranging from 1.7%%%5%. The applicak
spread is dependent upon borrowings relative tdthreowing base. We may elect, from time to tiieeconvert all or any part of our LIBOR loans tesbaate loans or to convert all or any of the base loans to LIBOR loans.
commitment fee is paid on the undrawn balance baeseah annual rate of 0.375% to 0.50%. At closthg,commitment fee was 0.50% and the interestmatgin was 2.25% on our LIBOR loans and 1.25% umbase rate loans. T
facility contains negative covenants that limit @inility, among other things, to pay cash dividendsur additional indebtedness, sell assets, entercertain hedging contracts, change the naifi@r business or operations, me
consolidate, or make certain types of investmehtsaddition, we are required to maintain a rafialebt to EBITDAX (as defined in the credit agreem)ef no greater than 4.0 to 1.0, a current r@®defined in the credit agreement
no less than 1.0 to 1.0 and a ratio of EBITDAXriteiest expense of no less than 3.0 to 1.0. We imezompliance with our covenants under the cifeditity at December 31, 2011.

Capital Requirements

Our primary needs for cash are for exploration etlsment and acquisition of crude oil and natues groperties and payment of interest on outstgniditiebtedness. During 2011, approximately $300ianilof capital wa
incurred on drilling projects. Also in 2011, appimately $80 million was expended on acreage adipisi located in the Williston Basin. Our 2011 italpprogram was funded by cash on hand, net clash ffom operations ar
borrowings under our credit facility. Our capitaipenditure budget for 2012 is currently set at $8ffion, excluding acquisitions. Development armjaisition activities are highly discretionary, afor the near term, we expect s
activities to be maintained at levels equal torimaé cash flow and borrowing under our revolvingdit facility. To the extent capital requirementseed internal cash flow and borrowing capacityerrair revolving credit facility, de
or equity may be issued to fund these requirem&ésmonitor our capital expenditures on a reguéssid) adjusting the amount up or down and alsodmtvour projects, depending on commodity pricesh giaw and projected retur
Also, our obligations may change due to acquisstjativestitures and continued growth. We may issldtional shares of stock, subordinated notestmralebt securities to fund capital expendituaesjuisitions, extend maturities ol
repay debt.
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The forwardlooking statements about our capital budget aredas current expectations, estimates and projecémd are not guarantees of future performanceiahcesults may differ materially from these expéons
estimates and projections and are subject to oeiitkis, uncertainties and other factors, sometothvare beyond our control and are difficult teqict. Some factors that could cause actual resuligffer materially include prices of a
demand for crude oil and natural gas, actions ofpetitors, disruptions or interruptions of our potion and unforeseen hazards such as weathertiomsgiacts of war or terrorists acts and the guwent or military response, and ot
operating and economic considerations.

Satisfaction of Our Cash Obligations for the NextMonths

With the addition of our amended and restated tfadility in February 2012 and our cash flows froperations, we believe we have sufficient capdaheet our drilling commitments and expected galnend administrativ
expenses for the next twelve months. Nonethebess strategic acquisition of assets or increagdrilling activity may require us to seek additioraipital. We may also choose to seek additiongitaiarather than utilize our cre
facility or other debt instruments to fund acceiedaor continued drilling at the discretion of mgement and depending on prevailing market conditidVe will evaluate any potential opportunities &xquisitions as the
arise. However, there can be no assurance thatdahitional capital will be available to us on faable terms or at all.

Over the next 24 months it is possible that ousting capital, our revolving credit facility andtaipated funds from operations may not be suffici® sustain continued acreage acquisitions aifithgractivities. Consequentl
we may seek additional capital in the future todfignowth and expansion through additional equitdelst financing or credit facilities. No assurage@ be made that such financing would be availaiild if available it may take eitt
the form of debt or equity. In either case, thefficing could have a negative impact on our findreciadition and our shareholders.

Though we achieved profitability in 2008 and reneairprofitable throughout 2009, 2010 and 2011, easpects must be considered in light of the risikpenses and difficulties frequently encountereddypanies in the
early stage of operations, particularly companiethe crude oil and natural gas exploration ingus8uch risks include, but are not limited to,emolving and unpredictable business model and theagement of growth. To addr
these risks we must, among other things, impleraent successfully execute our business strategyincento develop and upgrade our technology, reggoncompetitive developments, and attract, regid motivate qualifie
personnel. There can be no assurance that weevilliccessful in addressing such risks, and thedad do so can have a material adverse effecuoibusiness prospects, financial condition asdlte of operations.

Effects of Inflation and Pricin

The crude oil and natural gas industry is very icgtland the demand for goods and services of avildield companies, suppliers and others assediatith the industry put extreme pressure on tiea@wic stability and pricir
structure within the industry. Typically, as psctr crude oil and natural gas increase, so dasabciated costs. Conversely, in a period ofimiagl prices, associated cost declines are likeljag and may not adjust downwarc
proportion. Material changes in prices also imgastcurrent revenue stream, estimates of futurerves, borrowing base calculations of bank loanpairment assessments of crude oil and naturgbggeerties, and values of proper
in purchase and sale transactions. Material cteingerices can impact the value of crude oil aathral gas companies and their ability to raisetakfporrow money and retain personnel. While wendt currently expect business ¢
to materially increase, higher prices for crudeamitl natural gas could result in increases in disésoof materials, services and personnel.
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Contractual Obligations and Commitments
The following table summarizes our obligations anchmitments at December 31, 2011 to make futurenpays under certain contracts, aggregated by agtegaontractual obligation, for specified timerjoels:

Payment due by Perioc

Contractual Obligations Less than 1 yeal 1-3 years 3-5 years More than 5 years Total
Office Lease® $ 230,000 $ 652,000 $ - 3 - 3 882,00(
Automobile Lease® 63,00( 48,00( - - 111,00(
Derivative Liability @) 9,363,001 2,575,001 - - 11,938,00
Long Term Deb® - 69,900,00 - - 69,900,00
Cash Interest Expense on D®) 1,922,00! 2,723,001 - - 4,645,00
Total $ 11,578,00 $ 75,898,00 $ - $ - $ 87,476,00

(1) Office lease through 201

(2) Automobile leases for certain executives through4

(3) Swap Contracts and costless collars (see Note flfaiocial statements

(4) Revolving Credit Facility (see Note 5 to financsghtements

(5) Cash interest on Revolving Credit Facility is estied assuming no principal repayment until thedhte

Product Research and Developm
We do not anticipate performing any significante@sh and development given our current plan ofaijos.
Expected Purchase or Sale of Any Significant Eqeigi
We do not anticipate the purchase or sale of aaytmr significant equipment as such items areewmtired by us at this time or anticipated to bedeel in the next twelve months.

Critical Accounting Policies

The establishment and consistent application obatiing policies is a vital component of accuratatyl fairly presenting our financial statementadsordance with generally accepted accounting ipfescin the United Stat
(GAAP), as well as ensuring compliance with appilledaws and regulations governing financial rejportWhile there are rarely alternative methodsutes from which to select in establishing accaum&nd financial reporting polici
proper application often involves significant judgm regarding a given set of facts and circumstaoe a complex series of decisions.

Use of Estimates

The preparation of financial statements under GAdduires management to make estimates and assusiftiat affect our reported amounts of assetsiahitities and disclosure of contingent assets latilities at the date
the financial statements and the reported amoumnsvenues and expenses during the reporting pe@ad estimates of our proved crude oil and natgaal reserves, future development costs, estimeleging to certain crude oil a
natural gas revenues and expenses and fair vatlgrioftive instruments are the most critical to financial statements.

Crude Oil and Natural Gas Reserves

The determination of depreciation, depletion andrization expense as well as impairments thatezegnized on our crude oil and natural gas prageeare highly dependent on the estimates of theepr crude oil and natu
gas reserves attributable to our properties. Oimage of proved reserves is based on the quantfierude oil and natural gas which geological engdineering data demonstrate, with reasonablaingrf to be recoverable in the fut
years from known reservoirs under existing econaamitt operating conditions. The accuracy of anyrvesestimate is a function of the quality of avaiéadata, engineering and geological interpreta@on judgment. For example,
must estimate the amount and timing of future djiegacosts, production taxes and development cafitsf which may in fact vary considerably fromt@al results. In addition, as the prices of crudlend natural gas and cost lev

change from year to year, the economics of produeim reserves may change and therefore the estiwh@roved reserves may also change. Any sigmificariance in these assumptions could materiéigcathe estimated quantity &
value of our reserves.
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The information regarding present value of the feituet cash flows attributable to our proved craifl@nd natural gas reserves are estimates onlglaodd not be construed as the current markeewafithe estimated crude
and natural gas reserves attributable to our ptieseiThus, such information includes revisions@tftain reserve estimates attributable to our ptigseincluded in the prior year'estimates. These revisions reflect additionarmétior
from subsequent activities, production historytef properties involved and any adjustments in thgepted economic life of such properties resulfiogn changes in crude oil and natural gas pridey.future downward revisions cot
adversely affect our financial condition, our beving ability, our future prospects and the valu@of common stock.

The estimates of our proved crude oil and natuaal gserves used in the preparation of our finhstagéements were prepared by Ryder Scott Companyregistered independent petroleum consultantswaere prepared
accordance with the rules promulgated by the SEC.

Crude Oil and Natural Gas Properties
The method of accounting we use to account forcaunle oil and natural gas investments determines wdsts are capitalized and how these costs tmgately matched with revenues and expensed.

We utilize the full cost method of accounting taaant for our crude oil and natural gas investmémigead of the successful efforts method becawes®elieve it more accurately reflects the undegy@ronomics of o
programs to explore and develop crude oil and ahgas reserves. The full cost method embracesaheept that dry holes and other expendituresf#ilab add reserves are intrinsic to the crudeaaifl natural gas exploration busin
Thus, under the full cost method, all costs inadiireconnection with the acquisition, developmemi @xploration of crude oil and natural gas reseese capitalized. These capitalized amounts iectbd costs of unproved propert
internal costs directly related to acquisitionsyelepment and exploration activities, asset ret@entosts, geological and geophysical costs tratimectly attributable to the properties and adjzied interest. Although some of th
costs will ultimately result in no additional reges, they are part of a program from which we ekfle benefits of successful wells to more thasaifthe costs of any unsuccessful ones. The fatlmethod differs from the succes:
efforts method of accounting for crude oil and natgas investments. The primary difference betwbese two methods is the treatment of exploratioyyhole costs. These costs are generally expemseer the successful effc
method when it is determined that measurable reseffo not exist. Geological and geophysical cagtsaso expensed under the successful efforts metfrader the full cost method, both dry hole cestd geological and geophysi
costs are initially capitalized and classified aproved properties pending determination of proesgrves. If no proved reserves are discoveresethests are then amortized with all the costlerfull cost pool.

Capitalized amounts except unproved costs are @eplesing the units of production method. The dépieexpense per unit of production is the ratiothd sum of our unamortized historical costs artimesed futurn
development costs to our proved reserve volumesn&son of hydrocarbon reserves relies on profesali judgment and use of factors that cannot beigely determined. Subsequent reserve estimatesriaibt different from thos
reported would change the depletion expense rezedrduring the future reporting periods. For tharyended December 31, 2011, our average depletipense per unit of production was $21.20 per BOELOS6 decrease in ¢
estimated net proved reserves at December 31,\80alH result in a $0.84 per BOE increase in ouryser depletion.

To the extent the capitalized costs in our fulltqusol (net of depreciation, depletion and amotiimaand related deferred taxes) exceed the sutmegbresent value (using a 10% discount rate aseldban periognd crude o
and natural gas prices) of the estimated futureast flows from our proved crude oil and natues geserves and the capitalized cost associatacbwitunproved properties, we would have a capédliceiling impairment. Such cc
would be charged to operations as a reductioneot#rying value of crude oil and natural gas pridpe The risk that we will be required to writeveh the carrying value of our crude oil and natgas properties increases when c
oil and natural gas prices are depressed, evéwe ifow prices are temporary. In addition, capitdizeiling impairment charges may occur if we eigrezre poor drilling results or estimations of owoyed reserves are substanti
reduced. A capitalized ceiling impairment is a méhn in earnings that does not impact cash fldws,does impact operating income and sharehol@epsity. Once recognized, a capitalized ceiling impeant charge to crude oil a
natural gas properties cannot be reversed atradate. The risk that we will experience a ceiltagt writedown increases when crude oil and nagaalprices are depressed or if we have substaotiaiward revisions in our estima
proved reserves. As of December 31, 2011 we havimaurred a capitalized ceiling impairment chaigewever, no assurance can be given that we wilerperience a capitalized ceiling impairment ckargfuture periods. In additic
capitalized ceiling impairment charges may occastimates of proved hydrocarbon reserves areantiaty reduced or estimates of future developneests increase significantly.
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Revenue Recognitic
We derive revenue primarily from the sale of theder oil and natural gas from our interests in poiyiwells, hence our revenue recognition poliaythese sales is significant.
We recognize revenue from the sale of crude oilratdral gas when production is delivered to, dfelhas transferred to, the purchaser and toxtenethe selling price is reasonably determinable.

We use the sales method of accounting for nat@sbglancing of natural gas production and woutdgeize a liability if the existing proved reservesre not adequate to cover the current imbalaieati®n. As of Decemb
31, 2011, 2010, 2009, and 2008, our natural gadust®dn was in balance, meaning its cumulativeiporof natural gas production taken and sold froeflsvin which it has an interest equaled its esditihterest in natural gas produc
from those wells.

In general, settlements for hydrocarbon sales cemund two months after the end of the month ifclvthe crude oil, natural gas or other hydrocarpaducts were produced. We estimate and accruddoralue of these sa
using information available to us at the time anafcial statements are generated. Differencesefleeted in the accounting period that paymergsreceived from the operator.

Derivative Instruments and Hedging Activit

We use derivative instruments from time to timenanage market risks resulting from fluctuationshie prices of crude oil and natural gas. We majogially enter into derivative contracts, incladiprice swaps, caps ¢
floors, which require payments to (or receipts fyaraunterparties based on the differential betweedixed price and a variable price for a fixed ditgrof crude oil or natural gas without the excbarof underlying volumes. T
notional amounts of these financial instrumentsbaged on expected production from existing wallee have, and may continue to use exchange traderk$ contracts and option contracts to hedgel¢hieery price of crude oil at
future date.

On November 1, 2009, due to the volatility of prdiéerentials in the Williston Basin, we diesignated all derivatives that were previouslgsléed as cash flow hedges and in addition, weetegcted not to designate :
subsequent derivative contracts as accounting lsede such, all derivative positions are carrietheir fair value on the balance sheet and aré&edato-market at the end of each period. Any realizedgyand losses are recorde
gain (loss) on settled derivatives and unrealizgidgor losses are recorded to gain (loss) on neankarket of derivative instruments on the statemémtapme rather than as a component of accumulatieel comprehensive incol
(loss) or other income (expense). See Note 18 fescription of the derivative contracts which @enpany executed during 2011 and 2010.

Prior to November 1, 2009, at the inception of ewdgive contract, we designated the derivativeassh flow hedge. For all derivatives designatedash flow hedges, we formally documented thratiogiship between tl
derivative contract and the hedged items, as veelha risk management objective for entering iheoderivative contract. To be designated as a ft@shhedge transaction, the relationship betwéenderivative and the hedged ite
must be highly effective in achieving the offsetchianges in cash flows attributable to the risklaitthe inception of the derivative and on an amgdasis. We historically measured hedge effeatss on a quarterly basis and h
accounting would be discontinued prospectively détermined that the derivative is no longer dfteecin offsetting changes in the cash flows of kieelged item. Gains and losses deferred in aceuetlibther comprehensive incc
related to cash flow hedge derivatives that becreffective remain unchanged until the related patin is delivered. If we determine that it i®lpable that a hedged forecasted transaction wilbocur, deferred gains or losses or
derivative are recognized in earnings immediately.
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Derivatives, historically, were recorded on thealnak sheet at fair value and changes in the fhiewaf derivatives were recorded each period imezurearnings or other comprehensive income, dépgreh whether a derivati
was designated as part of a hedge transactiorifandas, depending on the type of hedge transactiOur derivatives historically consisted priradf cash flow hedge transactions in which we weedging the variability of cash flo
related to a forecasted transaction. Period tm@ehanges in the fair value of derivative instemts designated as cash flow hedges were reportaccumulated other comprehensive income (lossyecidssified to earnings in
periods in which the hedged item impacts earnifigee ineffective portion of the cash flow hedgeseveflected in current period earnings as gailoss from derivatives. Gains and losses on devivanstruments that did not qual
for hedge accounting were included in income os fosm derivatives in the period in which they accihe resulting cash flows from derivatives weeported as cash flows from operating activities.

New Accounting Pronouncements
Presentation of Comprehensive Inco

In June 2011, the FASB issued Comprehensive Ind@imgic 220) — Presentation of Comprehensive IncéA&U No. 201105). The guidance eliminates the option of préegrtomponents of other comprehensive incon
part of the statement of stockholdeesjuity. The standard will allow us the option tegent the total of comprehensive income, the compts of net income and the components of othempoeimensive income in either a sir
continuous statement of comprehensive income twanseparate but consecutive statements. In Deeefli1, the FASB issued Comprehensive Income €T2@0) —Deferral of the Effective Date for Amendments te Bresentatic
of Reclassifications of Items Out of Accumulatech€@tComprehensive Income in Accounting StandarddatépNo. 2011-05 (ASU No. 20112). The FASB indefinitely deferred the effectigdate for the guidance related to
presentation of reclassifications of items out eftanulated other comprehensive income by companemoth the statement in which net income is presskand the statement in which other compreheriso@me is presented. T
standard, except for the portion that was indefipitieferred, is effective for us on January 1,2@ind must be applied retrospectively. We arduatiag the effects of this standard on disclosbi, it will not impact our results
operations, financial position or cash flows.

Amendments to Achieve Common Fair Value MeasureanenbDisclosure Requirements in U.S. GAAP and IF

In May 2011, the FASB issued Fair Value Measuren(&opic 820) — Amendments to Achieve Common FaiiuéaMeasurement and Disclosure Requirements in GMAP and IFRS (ASU No. 20104). The standa
generally clarifies the application of existing ue@ments on topics including the concepts of héglaed best use and valuation premise and disgl@giantitative information about the unobservabfeuts used in the measuremer
instruments categorized within Level 3 of the faitue hierarchy. Additionally, the standard incls@danges on topics such as measuring fair valfirasfcial instruments that are managed within @fplio and additional disclosure 1
fair value measurements categorized within Level the fair value hierarchy. This standard is &ffe for us on January 1, 2012. The standardretjuire additional disclosures, but it will notpact our results of operations, finan
position or cash flows.

Balance Sheet Offsetti
In December 2011, the FASB issued Balance She@i¢x10) — Disclosures about Offsetting Assets hiadilities (ASU No. 201111), which updates the Codification to require ldisares regarding netting arrangemen
agreements underlying derivatives, certain findriostruments and related collateral amounts, #edeixtent to which an entityfinancial statement presentation policies relatedetting arrangements impact amounts recordehle

financial statements. These updates to the disgdasguirements of the Codification do not afféa presentation of amounts in the balance shegta@neffective for annual reporting periods beiigron or after January 1, 2013, .
interim periods within those periods. The Compaagsinot expect the implementation of this disclegiuidance to have a material impact on its firelrstatements.
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Recent Accounting Pronouncements Not Yet Adopted
For a description of the accounting standardswiesadopted in 2011, s&btes to Financial Statements—Note 2. SignificaxebAnting Policies

Various accounting standards and interpretation® vesued in 2011 with effective dates subsequeBteicember 31, 2011. We have evaluated the recisstigd accounting pronouncements that are eféesti2012 and belie'
that none of them will have a material effect on fimancial position, results of operations or cfielvs when adopted.

Further, we are monitoring the joint standardting efforts of the Financial Accounting StamtfaBoard and the International Accounting Stand&atsrd. There are a large number of pending acowyistandards that are be
targeted for completion in 2012 and beyond, inaigdbut not limited to, standards relating to rexenecognition, accounting for leases, fair vallEmsurements, accounting for financial instrumetdisslosure of loss contingencies
financial statement presentation. Because thesgimgstandards have not yet been finalized, attifnie we are not able to determine the potentialr&iimpact that these standards will have, if amypur financial position, results
operations or cash flows.

Off-Balance Sheet Arrangements

We currently do not have any difilance sheet arrangements that have or are rédgtikely to have a current or future effect orr dimancial condition, changes in financial conalitj revenues or expenses, results of opera
liquidity, capital expenditures or capital resowtieat is material to investors.
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Item 7A. Quantitative and Qualitative Disclosures about MakRisk
Commodity Price Risk

The price we receive for our crude oil and natges production heavily influences our revenue,itability, access to capital and future rate ofvgitn  Crude oil and natural gas are commodities #retefore, their prices ¢
subject to wide fluctuations in response to re&givminor changes in supply and demand. Histogicalle markets for crude oil and natural gas haenbvolatile, and our management believes thesketsawill likely continue to b
volatile in the future. The prices we receive dor production depend on numerous factors beyon@antrol. Our revenue during 2011 generally woudde increased or decreased along with any incseasgecreases in crude oi
natural gas prices, but the exact impact on ownreis indeterminable given the variety of expemss®ciated with producing and selling crude @it tiiso increase and decrease along with crugeiods.

We have previously entered into derivative congastachieve a more predictable cash flow by redpour exposure to crude oil and natural gas pradatility. On November 1, 2009, due to the volgtibf price differentials i
the Williston Basin, we delesignated all derivatives that were previouslgsiled as cash flow hedges and in addition, wesledected not to designate any subsequent degvatimtracts as accounting hedges. As such, altatia
positions are carried at their fair value on thiahee sheet and are markedntarket at the end of each period. Any realized gjaimd losses are recorded to gain (loss) on seltledatives and unrealized gains or losses amrded tc
gain (loss) on mark-to-market of derivative instents on the statement of income rather than asypaoent of other comprehensive income (loss) cerdticome (expense).

The following table reflects the weighted averagegpof open commodity swap contracts as of Decer@bg2011, by year with associated volumes.

Weighted Average Price
Of Open Commodity Swap Contracts

Weighted
Year Volumes (Bbl) Average Price
2012 1,015,000 $ 90.87

Subsequent to December 31, 2011, we had enteredrinadditional commodity swap contract. The croitlewap contract is for 38,942 barrels of crudenith a settlement period in January 2012. Thieepon the contract
fixed at $101.00 per barrel. In addition to theewpcommodity swap contracts we have entered instless collars. The costless collars are usedstabksh floor and ceiling prices on anticipatedider oil and natural g
production. There were no premiums paid or reckive us related to the costless collar agreemetits. following table reflects the weighted averamiee of open costless collar contracts as of Déeen31, 2011, by year w
associated volumes.

Weighted Average Price
Of Open Costless Collar Contracts

Weighted
Year Volumes (Bbl) Average Price
2012 413,090 $ 88.2¢-$100.6°
2013 910,30¢ $ 85.8:-$98.9C

As of February 16, 2012, we had entered into thokktional costless collar contracts. The crudleallars included 1,358,706 barrels of crude athvan average floor of $91.78 and an averagengedf $107.95. The settlem:
periods are between February 2012 and December 2013
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Interest Rate Risk

We had $69.9 million in outstanding borrowings atearerage rate of 2.78% under our revolving criedility as of December 31, 2011. We have theasptd designate the reference rate of interestdch specific borrowir
under the credit facility as amounts are advand&uatrowings based upon the London Interbank Offé&ate (“‘LIBOR”) will bear interest at a rate equal to LIBOR pluspaead ranging from 2.5% to 3.25% depending orpéreentag
of borrowing base that is currently advanced. Aoyrowings not designated as being based upon LIB@Rbear interest at a rate equal to the curgithe rate published by the Wall Street Journals @ spread ranging from 2%
2.5%, depending on the percentage of borrowing beeis currently advanced. We have the optiodesignate either pricing mechanism. Interest gaysare due under the credit facility in arrearghe case of a loan based
LIBOR on the last day of the specified interesigutand in the case of all other loans on thedagtof each March, June, September and DecembkoutAtanding principal is due and payable upemteation of the credit facility.

Our credit facility allows us to fix the interestte of borrowings under it for all or a portiontbé principal balance for a period up to three rhsnhowever our borrowings are generally withdravith interest rates fixed for o
month. Thereafter, to the extent we do not repaypifinciple, our borrowings are rolled over and ititerest rate is reset based on the current LIBORrime rate as applicable. As a result, changeéstérest rates can impact result
operations and cash flows. A 1% increase in steont-interest rates on the floating-rate debt antiing at December 31, 2011 would cost us apprdeisn&0.7 million in additional annual interest exge.

Item 8. Financial Statements and Supplementary Data

The financial statements and supplementary finaimtfiarmation required by this item are includedtbe pages immediately following the Index to FitiahStatements appearing on page F-1.
Item 9. Changes In and Disagreements with Accountants orcégnting 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 informagéquired to be disclosed in our Exchange Act rispisrrecorded, processed, summarized and repwiteith the time perioc
specified in the rules and forms of the SEC, arad sluch information is accumulated and communicadenlir management, including our Chief Executifio® and Chief Financial Officer, as appropriaie allow timely decisior
regarding required disclosures.

As of December 31, 2011, our management, includingChief Executive Officer and Chief Financial i0éfr, had evaluated the effectiveness of the demighoperation of our disclosure controls and ptooes (as defined
Exchange Act Rules 13a-15(e) and 15d-15(e)) putswaRule 13at5(b) under the Exchange Act. Based upon and #iseoflate of the evaluation, our Chief Executiveid@ff and Chief Financial Officer concluded thatoimhatior
required to be disclosed is recorded, processedmsuized and reported within the specified periaad is accumulated and communicated to managemehigding our Chief Executive Officer and Chief &ircial Officer, to allow fc
timely decisions regarding required disclosure aterial information required to be included in periodic SEC reports. Based on the foregoing, camagement determined that our disclosure contrmispeocedures were effective

of December 31, 2011.

No change in our Company'’s internal control oveaficial reporting (as defined in Rules 13a-15(f) &6d-15(f) under the Exchange Act) occurred dutiregquarter ended December 31, 2011, that hasiaitaffected, or is
reasonably likely to materially affect, our intereantrol over financial reporting.
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Management's Annual Report on Internal Control over Financial Reporting

The management of Northern Oil & Gas, Inc. is resjigle for establishing and maintaining adequaterital control over financial reporting as definedRules 13a-15(f) and 15t5(f) under the Securities Exchange Ac
1934. The Company'’s internal control system isgiest to provide reasonable assurance regardingeliadility of financial reporting and the preptioa of our Companys financial statements for external purposes im@aznce wit
generally accepted accounting principles in thetéthBtates of America.

All internal control systems, no matter how welbidmed, have inherent limitations. Therefore, etverse systems determined to be effective can geoonly reasonable assurance with respect to fialastatement preparati
and presentation. Because of its inherent linaitestj internal control over financial reporting nret prevent or detect misstatements. Also, prigiestof any evaluation of effectiveness to futueeiqds are subject to the risk that cont
may become inadequate because of changes in @orgliar that the degree of compliance with theggesior procedures may deteriorate.

Management assessed the effectiveness of the Cgfspaternal control over financial reporting as céd@mber 31, 2011. In making this assessment, rearexyj used the criteria set forth by the Committe8ponsorin
Organizations of the Treadway Commission (COSQjternal Control-Integrated Framework.

Based on our evaluation under the framework inriaieControl-Integrated Framework, management cated that the Company's internal control over far@reporting was effective as of December 31,1201

The effectiveness of our Company’s internal contraér financial reporting as of December 31, 201k been audited by Deloitte & Touche LLP, an imdeent registered public accounting firm, as statebeir report.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the internal control over finantéglorting of Northern Oil and Gas, Inc. (the "Camnp") as of December 31, 2011, based on critetebbshed ininternal Control — Integrated Frameworksued by the Committee
Sponsoring Organizations of the Treadway Commissidre Company's management is responsible for aining effective internal control over financiapreting and for its nent of the effectivernésaternal control ove
financial reporting, included in the accompanyingridgemens Annual Report on Internal Control over Finan&aborting. Our responsibility is to express amipi on the Company's internal control over finahogporting based
our audit.

We conducted our audit in accordance with the statedof the Public Company Accounting Oversight lo@nited States). Those standards require thaplese and perform the audit to obtain reasonabderasce about whett
effective internal control over financial reportings maintained in all material respects. Our amdiuded obtaining an understanding of internaltoa over financial reporting, assessing the tiskt a material weakness exists, tes
and evaluating the design and operating effectis®ioé internal control based on the assessedanigkperforming such other procedures as we comsidezcessary in the circumstances. We believeotitaaudit provides a reasonz
basis for our opinion.

A company's internal control over financial repogtis a process designed by, or under the supenvadi the company's principal executive and ppatfinancial officers, or persons performing samifunctions, and effected by
company's board of directors, management, and ptrsponnel to provide reasonable assurance regattténreliability of financial reporting and theeparation of financial statements for external pegs in accordance with gener
accepted accounting principles. A company's intecoatrol over financial reporting includes thoseligies and procedures that (1) pertain to the teaance of records that, in reasonable detail, rately and fairly reflect tr
transactions and dispositions of the assets otdmepany; (2) provide reasonable assurance thasacsions are recorded as necessary to permit ptépanof financial statements in accordance withegally accepted accounti
principles, and that receipts and expenditurehhefdompany are being made only in accordance withogizations of management and directors of thepany; and (3) provide reasonable assurance regapievention or time
detection of unauthorized acquisition, use, or a#on of the company's assets that could havetannal effect on the financial statements.

Because of the inherent limitations of internal teoinover financial reporting, including the positl of collusion or improper management overridiecontrols, material misstatements due to errofraud may not be prevented
detected on a timely basis. Also, projections of amaluation of the effectiveness of the intermabteol over financial reporting to future period® aubject to the risk that the controls may becémdequate because of change
conditions, or that the degree of compliance withpolicies or procedures may deteriorate.

In our opinion, the Company maintained, in all mialerespects, effective internal control over fio@l reporting as of December 31, 2011, basecherctiteria established imternal Control — Integrated Framewoigsued by th
Committee of Sponsoring Organizations of the Tremd@ommission.

We have also audited, in accordance with the stesdaf the Public Company Accounting Oversight Bog@wnited States), the financial statements asdffar the year ended December 31, 2011 of the @osnpand our report dat
February 29, 2012 expressed an unqualified opiaiothose financial statements.

/sl Deloitte & Touche LLP
Minneapolis, Minnesota

February 29, 2012
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Item 9B. Other Information

None.
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PART Ill

Certain information required by this Part Ill isérporated by reference from our definitive Proxgt&ment for the Annual Meeting of Shareholderbedeld in 2012 (the “Proxy Statementihich we intend to file with tt
SEC pursuant to Regulation 14A within 120 daysrditecember 31, 2011. Except for those portiongifipally incorporated into this Annual report o 10K by reference to the Proxy Statement, no othetigres of the Prox

Statement are deemed to be filed as part of thisiAhReport on Form 10-K.

Item 10. Directors, Executive Officers and Corporate Govente

The information included in “Part | — Executive @#rs of the Registrant” of this report is incorgted herein by reference.

reference.

The information appearing under the headings “Psapa: Election of Directors,” “Corporate Governahand “Section 16(a) Beneficial Ownership RepmtCompliance’in the Proxy Statement is incorporated herei

We have adopted a Code of Business Conduct andsBtiat applies to our chief executive officer,e¢Hinancial officer and persons performing simifanctions. A copy is available on our websiteratw.northernoil.com

We intend to post on our website any amendments tvaivers from, our Code of Business ConductEthics pursuant to the rules of the SEC and NY $teR Equity Market.

Item 11. Executive Compensation

The information appearing under the headings “EtreelcCompensation” and “Compensation Committee Repand the information regarding compensation commiiéerlocks and insider participation under thediec

“Corporate Governance,” in the Proxy Statememdsiporated herein by reference.

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

Securities Authorized for Issuance under Equity Corpensation Plans
The following table provides information with regpéo our common shares issuable under our eqaitypensation plans as of December 31, 2011:

Number of securities
to be issued upon
exercise of
outstanding options,

Plan Category warrants and rights

Weighted-average
exercise price of
outstanding options,
warrants and rights

Number of securities
remaining available
for future issuance
under equity
compensation plans

Equity compensation plans approved by security holder
2006 Incentive Stock Option Pli

262,460 $ 5.1¢ -
2009 Amended and Restated Equity Incentive - - 1,139,11:
Equity compensation plans not approved by securitjolders — — —
Total 262,460 $ 5.1¢ 1,139,11:

The information appearing under the heading “Segc@ivnership of Certain Beneficial Owners and Mamragnt” in the Proxy Statement is incorporated nelogireference.

Item 13. Certain Relationships and Related Transactions, abaector Independence

The information appearing under the headings “@eRelationships and Related Transactions” and ff8mte Governance” in the Proxy Statement is inm@ted herein by
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Item 14. Principal Accountant Fees and Services

The information appearing under the heading “Prap@sRatification of Appointment of Independentgiered Public Accountants” in the Proxy Staten&imicorporated herein by reference.

PART IV

Item 15. Exhibits and Financial Statement Schedules

@ Documents filed as part of this Répor

1. Financial Statement
See Index to Financial Statements on pe-1.

2. Financial Statement Schedu
Supplemental Oil and Gas Informati

All other schedules are omitted because they aheenot applicable or required information is showm the financial statements or notes thereto.

(b) Exhibits:

Unless otherwise indicated, all documents incongatby reference into this report are filed wite ®EC pursuant to the Securities and ExchangefA@3%, as amended, under file number 001-33999.

Exhibit No. Description Reference
Incorporated by reference to Exhibit 3.1 to the iRtegnt's Current Report on Form 8-K filed with the
3.1  Articles of Incorporation of Northern Oil and Gase. dated June 28, 20 SEC on July 2, 201
Incorporated by reference to Exhibit 3.2 to the iBegnt's Current Report on Form 8-K filed with the
3.2 By-Laws of Northern Oil and Gas, Ir SEC on July 2, 201
4.1  Specimen Stock Certificate of Northern Oil and Gas, Filed herewitt
Amended and Restated Employment Agreement by ameeba Northern Oil and Gas, Inc. and Michae Incorporated by reference to Exhibit 10.2 to thgiBeant's Current Report on Form 8-K filed witteth
10.1*  Reger, dated January 30, 2( SEC on February 2, 2009 (File No. -33999)
Amendment No. 1 to Amended and Restated Employrgregement by and between Northern Oil anc Incorporated by reference to Exhibit 10.3 to thgiBeant’s Current Report on Form 10-K filed wittet
10.2  Gas, Inc. and Michael L. Reger, dated January Q41 SEC on March 4, 2011 (File No. (-33999)
Amended and Restated Employment Agreement by ameeba Northern Oil and Gas, Inc. and Ryai Incorporated by reference to Exhibit 10.3 to thgiBean’s Current Report on Forn-K filed with the
10.Z*  Gilbertson, dated January 30, 2( SEC on February 2, 2009 (File No. -33999)
Amendment No. 1 to Amended and Restated Employsergement by and between Northern Oil « Incorporated by reference to Exhibit 10.3 to thgiBan's Current Report on Forn-K filed with the
10.44 Gas, Inc. and Ryan R. Gilbertson, dated March @50 SEC on March 25, 2010 (File No. (-33999)
Amendment No. 2 to Amended and Restated Employrgregement by and between Northern Oil anc  Incorporated by reference to Exhibit 10.6 to thgiBeant’s Current Report on Form 10-K filed wittet
10.5*  Gas, Inc. and Ryan R. Gilbertson, dated JanuargQ#i SEC on March 4, 2011 (File No. (-33999)
Incorporated by reference to Appendix A to the Regnt's Definitive Proxy Statement for the 2011
10.6  Northern Oil and Gas, Inc. Amended and Restate® Feflity Incentive Pla Annual Meeting of Shareholders filed with the SEC\May 2, 2011 (File No. 0(-33999)
Incorporated by reference to Exhibit 10.18 to tegiBtran’s Current Report on Form -K filed with
10.7  Form of Promissory Note issued to Michael L. Reyedt Ryan R. Gilbertsc the SEC on March 8, 20:
Form of Restricted Stock Agreement under the Nonti@il and Gas, Inc. 2009 Equity Incentive Plarr (I Incorporated by reference to Exhibit 10.19 to tiegiBtrant’s Current Report on Form 10-K filed with
10.&* grants prior to June 8, 201 the SEC on March 8, 20:
Form of Restricted Stock Agreement under the Nonti@il and Gas, Inc. Amended and Restated 200!
10.*  Equity Incentive Plan (for grants after June 8,1 Filed herewitt
Employment Agreement by and between Northern Gll@as, Inc. and Chad D. Winter, dated March  Incorporated by reference to Exhibit 10.1 to thgiBeant’s Current Report on Form 8-K filed witteth
10.1¢* 2010 SEC on March 25, 201
Amended and Restated Employment Agreement by ameeba Northern Oil and Gas, Inc. and Chac Incorporated by reference to Exhibit 10.1 to thgiBean’s Current Report on Forn-K filed with the
10.1*  Winter, dated November 8, 20 SEC on November 9, 20:
Employment Agreement by and between Northern Gil@as, Inc. and James R. Sankovitz, dated Mz Incorporated by reference to Exhibit 10.2 to thgiBeant's Current Report on Form 8-K filed witteth
10.12x 25, 201C SEC on March 25, 201
Employment Agreement by and between Northern Qil@as, Inc. and Thomas W. Stoelk, dated Incorporated by reference to Exhibit 10.1 to thgiBeant’s Current Report on Form 8-K filed witreth
10.1%  November 8, 201 SEC on November 9, 20:
Second Amended and Restated Credit Agreement datefiAugust 8, 2011 among Northern Oil and ¢ Incorporated by reference to Exhibit 10.1 to thenPany’s Current Report on Form 8-K filed with the
10.1¢« Inc., as Borrower, Macquarie Bank Limited, as Adistimtive Agent, and the Lenders party thel SEC on August 12, 201
23.1  Consent of Independent Registered Public Accouriéing Deloitte & Touche LLF Filed herewitt
23.2 Consent of Independent Registered Public Accouriting Mantyla McReynolds LL( Filed herewitt
23.2 Consent of Ryder Scott Company, Filed herewitt
Certification of the Chief Executive Officer pursudo Rule 13-14(a) or 15-14(a) under the Securiti
311  Exchange Act of 1934, as adopted pursuant to Se86@ of the Sarbar-Oxley Act of 2002 Filed herewith
Certification of the Chief Financial Officer pursudo Rule 13-14(a) or 15-14(a) under the Securitit
31.z  Exchange Act of 1934, as adopted pursuant to Se86@ of the Sarbar-Oxley Act of 2002 Filed herewitt
Certification of the Chief Executive Officer andi€hFinancial Officer pursuant to 18 U.S.C. Seatio
32.1 1350, as adopted pursuant to Section 906 of tHeaSa-Oxley Act of 2002 Filed herewitt
99.1 Report of Ryder Scott Company, L Filed herewitt
101.INS  XBRL Instance Documer® Filed Electronically
101.SC+  XBRL Taxonomy Extension Schema Docum() Filed Electronically
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntr®) Filed Electronically
101.DEF  XBRL Taxonomy Extension Definition Linkbase Docurh(l) Filed Electronically
101.LAB  XBRL Taxonomy Extension Label Linkbase Docum(®) Filed Electronically
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doeat(®) Filed Electronically

* Management contract or compensatory plan or gearent required to be filed as an exhibit to thjsort.

(1)The XBRL related information in Exhibit 101 to thdsinual Report on Form 10-K shall not be deemelédifi for purposes of Section 18 of the Securities Exgleahct of 1934, as amended, or otherwise subjeliafdity of that
section and shall not be incorporated by referémtceany filing or other document pursuant to tlee@ities Act of 1933, as amended, except as beakpressly set forth by specific reference irhdiling or document
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SIGNATURES
Pursuant to the requirements of Section 13 or 1&{(tf)e Securities Exchange Act of 1934, the regigthas duly caused this report to be signedsobeihalf by the undersigned, thereunto duly authdri
NORTHERN OIL AND GAS, INC.
Date: February 29, 201 By:/s/ Michael L. Rege

Michael L. Rege
Chief Executive Office

POWER OF ATTORNEY

Each person whose signature appears below coaestiatd appoints, Michael L. Reger and Thomas Well§tor either of them, his/her true and lawfuloatey-infact and agent, acting alone, with full power obstitution an
resubstitution, for him/her and in his/her namegcpland stead, in any and all capacities, to sigraad all amendments (including post-effective mdmeents) to this Annual Report on FormK@nd to file the same, with all exhik
thereto, and other documents in connection whehewiith the Commission, granting unto said attoritejact and agent, each acting alone, full power antiaity to do and perform each and every act ainjtrequisite and necess
to be done in and about the premises, as fullylltmtents and purposes as he/she might or coulthdmerson, hereby ratifying and confirming alldsaittorney-infact and agent, acting alone, or his/her substitutsubstitutes, m:
lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed belpthe following persons on behalf of the registrand in the capacity and on the dates indicated:

Signature Title Date

/s/ Michael L. Rege Chief Executive Officer, Chairman and Director February 29, 2012
Michael L. Rege

/s/ Thomas W. Stoel Chief Financial Officer, Principal Financial OffigePrincipal Accounting Office February 29, 201
Thomas W. Stoel

/s/ Loren J. (Toole Director February 29, 201
Loren J. C Toole

/s/ Richard Webe Director February 29, 2012
Richard Webe

/sl Jack King Director February 29, 201
Jack King

/s/ Robert Grab Director February 29, 2012
Robert Grabt

/s/ Lisa Bromiley Meie Director February 29, 2012
Lisa Bromiley Meiet

/s/ Delos Cy Jamiso Director February 29, 201

Delos Cy Jamiso
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying balance sheebrfiéén Oil and Gas, Inc. (the "Company") as of @eber 31, 2011 and the related statements of incstmekholders' equity, and cash flows for the yean ended. These financ
statements are the responsibility of the Compangisagement. Our responsibility is to express aniopion these financial statements based on odt. du financial statements of the Company forytears ended December 31, 2
and December 31, 2009 were audited by other asdithose reports, dated March 4, 2011 and MarcBH),2xpressed an unqualified opinion on thoserstants.

We conducted our audit in accordance with the statelof the Public Company Accounting Oversight ld@nited States). Those standards require thatlar and perform the audit to obtain reasonakderasce about whether
financial statements are free of material misstatg&mAn audit includes examining, on a test basiflence supporting the amounts and disclosuréseiriinancial statements. An audit also includesessing the accounting princip
used and significant estimates made by managementell as evaluating the overall financial statenpeesentation. We believe that our audit provialesasonable basis for our opinion.

In our opinion, such 2011 financial statementsrreféto above present fairly, in all material regpgethe financial position of Northern Oil and Gbe. as of December 31, 2011, and the resulits @iperations and its cash flows for
year then ended in conformity with accounting pipies generally accepted in the United States oéAca.

We have also audited, in accordance with the stasdz the Public Company Accounting Oversight Bo@nited States), the Company's internal contvelr dinancial reporting as of December 31, 201%5ghison the criteria establist
in Internal Control—Integrated Framewoiksued by the Committee of Sponsoring Organizatafrtee Treadway Commission and our report datdaiiey 29, 2012 expressed an unqualified opiniothenCompany's internal cont
over financial reporting.

/sl Deloitte & Touche LLP

Minneapolis, Minnesota
February 29, 2012
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying balance sheeprhé&in Oil and Gas, Inc. (the Company) as of Ddmam31, 2010, and the related statements of opesgtstockholders’ equity, and cash flows for eafcthe years in the twgeal
period ended December 31, 2010. These financigmstnts are the responsibility of the Company’sagament. Our responsibility is to express an opiwio these financial statements based on our audits

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighafBiaUnited States). Those standards require tegtlan and perform the audit to obtain reasonadsarance about whether
financial statements are free of material misstatgmAn audit includes examining, on a test basiglence supporting the amounts and disclosuréseifinancial statements. An audit also includesessing the accounting princip
used and significant estimates made by managementell as evaluating the overall financial statenpeesentation. We believe that our audits proeideasonable basis for our opinion.

In our opinion, the financial statements refereatove present fairly, in all material respedis, financial position of the Company as of Decen#igr2010, and the results of their operationstheit cash flows for each of the year
the two-year period ended December 31, 2010 inczarify with accounting principles generally accepie the United States of America.

/sl Mantyla McReynolds LLC
Mantyla McReynolds LLC

Salt Lake City, Utah
March 4, 2011
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NORTHERN OIL AND GAS, INC.
BALANCE SHEETS

December 31

2011 2010
CURRENT ASSETS
Cash and Cash Equivalel $ 6,279,58 $ 152,110,70
Trade Receivable 51,418,83 22,033,64
Advances to Operato 17,530,47. 13,225,65
Prepaid Expense 486,42: 345,69!
Other Current Asse 317,46( 475,96
Short- Term Investment - 39,726,70
Deferred Tax Asse 4,472,001 5,100,001
Total Current Assets 80,504,77 233,018,36
PROPERTY AND EQUIPMENT
QOil and Natural Gas Properties, Full Cost Methbdarounting
Provec 566,195,32 158,846,47
Unproved 137,784,90 136,135,16
Other Property and Equipment 2,988,64 2,479,19!
Total Property and Equipme 706,968,86 297,460,83
Less - Accumulated Depreciation and Depletion 63,265,91 22,152,35
Total Property and Equipment, N 643,702,94 275,308,48
DEBT ISSUANCE COSTS 1,386,20 1,367,12.
TOTAL ASSETS $ 72559391  $ 509,693,96
LIABILITIES AND STOCKHOLDERS ' EQUITY
CURRENT LIABILITIES
Accounts Payabl $ 110,133,28 $ 48,500,20
Accrued Expense 131,01% 2,82¢
Derivative Liability 9,363,06! 11,145,31
Other Liabilities 33,22¢ 18,57«
Total Current Liabilities 119,660,59 59,666,92
LONG-TERM LIABILITIES
Revolving Credit Facility 69,900,00 -
Derivative Liability 2,574,90: 5,022,65
Other Noncurrent Liabilitie 959,36¢ 477,90(
Deferred Tax Liability 35,929,00 9,167,001
Total Long-Term Liabilities 109,363,26 14,667,55
Total Liabilities 229,023,86 74,334,48
COMMITMENTS AND CONTINGENCIES (NOTE 9)
STOCKHOLDERS' EQUITY
Preferred Stock, Par Value$.001; 5,000,000 Autteat;
No Shares Outstandit - -
Common Stock, Par Value $.001; 95,000,000 Autleckiz
(12/31/2011- 63,330,421 Shares Outstanding and 12/31/:- 62,129,424 Shares Outstandil 63,33( 62,12¢
Additional Pai«-In Capital 448,198,35 428,484,09
Retained Earning 48,370,68 7,759,19;
Accumulated Other Comprehensive Li (62,309 (945,937)
Total Stockholde’" Equity 496,570,05 435,359,48
TOTAL LIABILITIES AND STOCKHOLDERS ' EQUITY $ 72559391 $ 509,693,96

The accompanying notes are an integral part cktfieancial statement
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REVENUES
Oil and Gas Sale
Loss on Settled Derivative
Gain (Loss) on Mar-to-Market of Derivative Instrumen
Other Revenu

OPERATING EXPENSES

Production Expense

Production Taxe

General and Administrative Expen

Depletion of Oil and Gas Properti

Depreciation anAmortization

Accretion of Discount on Asset Retirement Obligas
Total Expense

INCOME FROM OPERATIONS
OTHER INCOME (EXPENSE)
Other Income
Interest Expens
Interest Incom
Gain (Loss) on Available for Sale Securit
Total Other Income (Expens
INCOME BEFORE INCOME TAXES
INCOME TAX PROVISION
NET INCOME
Net Income Per Common Shi- Basic
Net Income Per Common Share - Diluted

Weighted Average Shares Outstanding — Basic

Weighted Average Shares Outstanding - Diluted

The accompanying notes are an integral part oetfirancial statement

NORTHERN OIL AND GAS, INC.
STATEMENT OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2011, 2010, AND 209

F-5

Year Ended December 31

2011 2010 2009
159,439,50 $ 50,488,228 $ 15,171,82
(13,407,87) (469,60) (624,547

3,072,22' (14,545,47) (363,419
285,23« 85,90( 37,63(
149,389,09 44,559,10 14,221,49
13,043,63 3,288,48 754,97
14,300,72 5,477,97: 1,300,37:
13,624,89 7,204,44; 3,686,33!
40,815,42 16,884,56 4,250,98;
298,13 176,59! 91,79
56,05¢ 21,75¢ 8,08
82,138,86 33,053,81 10,092,53
67,250,23 11,505,28 4,128,96
- - 479,100
(585,98) (583,37 (535,099
567,45; 472,91 191,98t
215,09; (58,529) =
196,56 (168,981 135,99;
67,446,79 11,336,30 4,264,95.
26,835,30 4,419,00 1,466,001
40,611,49 $ 6,917,30 $ 2,798,95.
0.66 $ 014 $ 0.0¢

0.6t $ 014 $ 0.0¢
61,789,28 50,387,20 36,705,26
62,195,34 50,778,24 36,877,07




CASH FLOWS FROM OPERATING ACTIVITIES
Net Income

NORTHERN OIL AND GAS, INC.
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2011, 2010, AND 209

Adjustments to Reconcile Net Income to Net Caslviled by Operating Activitie

Depletion of Oil and Gas Properti
Depreciation and Amortizatic
Amortization of Debt Issuance Co:
Accretion of Discount on Asset Retirement Obligag
Deferred Income Taxe
Net (Gain) Loss on Sale of Available for Sale Stias
Unrealized (Gain) Loss on Derivative Instrume
Amortization of Deferred Rel
Share- Based Compensation Expet
Changes in Working Capital and Other lItel
Increase in Trade Receivab
Decrease in Other Receivab
Increase in Prepaid Expens
Decrease (Increase) in Other Current As
Increase in Accounts Payal
Increase (Decrease) in Accrued Exper
Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Oil and Gas Properties and Develop@egpital Expenditure
Advances to Operato
Proceeds from Sale of Oil and Gas Prope
Proceeds from Sale of Available for Sale Secws
Purchase of Available for Sale Securit
Purchase of Other Equipment and Furni
Net Cash Used for Investing Activiti

CASH FLOWS FROM FINANCING ACTIVITIES
Advances on Revolving Credit Facil
Repayments on Revolving Credit Faci
Payments on Line of Crec
(Decrease) Increase in Subordinated Notes
Debt Issuance Costs P:
Repurchase of Common Stc
Proceeds from Exercise of Warra
Proceeds from the Issuance of Common S- Net of Issuance Cos
Proceeds from Exercise of Stock Options
Net Cash Provided by Financing Activities
NET (DECREASE) INCREASE 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 Inter

Cash Paid During the Period for Income Te

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

Payment of Compensation through Issuance of Confitark
Capitalized Asset Retirement Obligatic

Cashless Exercise of Stock Options

Fair Value of Warrants Issued for Debt Issuancst§

Nor-Cash Compensation Capitalized in Oil and Gas Pties
Payment of Debt Issuance Costs through IssuanCemimon Stock

The accompanying notes are an integral part sktfieancial statement

Year Ended December 31

2011 2010 2009

$ 40611,49 $ 6,917,300 $ 2,798,95.
40,815,42 16,884,56 4,250,98:

298,13’ 176,59 91,79:

430,76( 455,30: 459,34:

56,05¢ 21,75¢ 8,082

26,833,00 4,419,001 1,466,001

(215,09) 58,52 >

(3,072,22) 14,545,47 363,41
(19,799 (18,579 (18,579

6,164,32 3,566,13: 1,213,29:
(29,385,18) (15,008,63) (4,996,07))

. - 874,45;
(140,720 (202,089 (72,05)
158,50’ (274,65) (158,339

2,486,66 42,080,67 4,484,72.
128,18 (314,149 (953,099

85,149,52 73,307,22 9,812,911
(341,363,95) (180,400,55) (47,061,66)
(4,304,82) (11,771,61) (1,449,48)

5,027,16. 297,87 -

58,606,32 34,699,65 800,00(
(18,381,69) (48,679,26) (24,106,29)
(450,82;) (2,039,54) (31,256)
(300,867,80) (207,893,45) (71,848,70)
79,900,00 5,300,001 29,750,00
(10,000,00) (5,300,001) (29,750,00)

- (834,49) (816,229

5 (500,000 500,00(

(449,83) (395,35 (1,190,06)

(1,081,13) - -

1,500,001 - -

> 282,193,40 68,994,73

18,13( - -

69,887,16 280,463,55 67,488,44
(145,831,11) 145,877,32 5,452,651
152,110,70 6,233,37: 780,71

$ 627958 $ 152,110,70 $ 6,233,37;
$ 286,71 $ 169,23; $ 624,71
$ 2300 $ - 3 -
- 12,679,42 1,115,73

19,278,46 8,733,21 1,213,29;

401,24; 232,25t 137,22.

= = 518,00(

- - 221,15

13,114,137 5,167,08, 1,226,16:

$ -3 -3 475,200




Balance- December 31, 200!

Issuance of Common Sto

Warrants Issued Included in Debt Issuance C
Share Based Compensat

Net Change in Cash Flow Hedge Derivati
Unrealized Gain on Sh-Term Investment

Costs of Capital Rais

Income Tax Provision for Share Based Compensi
Net Income

Balance- December 31, 200!

Issuance of Common Sto
Share Based Compensat
Net Change in Cash Flow Hedge Derivati

Net Change in Unrealized Gain(Loss) on S-term
Investment:

Cost of Capital Raise
Income Tax Provision for Share Based Compensi
Net Income

Balance- December 31, 201!

Net Issuance of Common Sto
Share Based Compensat
Net Change in Cash Flow Hedge Derivati

Net Change in Unrealized Gain(Loss) on S-term
Investment:

Net Income

Balance- December 31, 201

The accompanying notes are an integral part ottfirancial statement

NORTHERN OIL AND GAS, INC.

STATEMENT OF STOCKHOLDERS'’ EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2011, 2010, AND 209

Accumulated Other

Comprehensive Retained Earnings
Common Stock Additional Paid-In Income (Accumulated Total Stockholders’
Shares Amount Capital (Loss) Deficit) Equity
34,120,10 $ 34,121  $ 51,692,77 $ (240,779 (1,957,060 $ 49,529,06
9,790,94 9,791 76,433,91 - - 76,443,70
- - 221,15¢ - - 221,15¢
- - 366,69( - - 366,69(
- - - (1,483,63) - (1,483,63)
- - - (486,20) - (486,20)
- - (3,785,26)) - - (3,785,26))
- - (45,000 - - (45,000
- - - - 2,798,95; 2,798,95;
4391104 $ 4391: $ 124,884,26 $ (2,210,62() 84189 $ 123,559,45
18,218,38 18,217 299,841,51 - - 299,859,73
- - 4,439,10 - - 4,439,10
- - - 711,55« - 711,55«
- - - 553,13! - 553,13!
- - (692,79)) - - (692,79))
- - 12,00( - - 12,00(
- - - - 6,917,300 6,917,301
62,129,42  $ 62,12¢ $ 428,484,099 $ (945,93) 7,759,19. $ 435,359,48
1,200,99 1,201 4,770,711 - - 4,771,91
- - 14,943,54 - - 14,943,54
- - - 709,77¢ - 709,77¢
- - - 173,84¢ - 173,84¢
- - - - 40,611,49 40,611,49
63,33042 $ 6333( $ 448,198,35 $ (62,309 48,370,68 $ 496,570,05
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NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011
NOTE1 ORGANIZATION AND NATURE OF BUSINESS

Northern Oil and Gas, Inc. (t*Company,” “Northern,” “our’and words of similar import), a Minnesota corparatiis an independent energy company engaged iacingisition, exploration, exploitation and develgmt of crude o
and natural gas properties. The Company’s comrumk $rades on the NYSE Amex Equities Market urttlersymbol “NOG”.

The Company acquires interests in crude oil andrahgas acreage and drilling projects, primanilyNorth Dakota and Montana that target the Bakkeh Bhree Forks formations. In addition to devebgpits acreage the Compz
acquires noreperated working interests in wells within its acdaperations. As of December 31, 2011, approseige81% of our 168,843 total net mineral acreseageveloped. As of December 31, 2010, approximd#¥ of ou
153,170 total net mineral acres were developed.

NOTE 2  SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been preparedardance with accounting principles generally ategjn the United States of America (“GAAP"n connection with preparing the financial statetador the year ended December
2011, the Company has evaluated subsequent ewenisténtial recognition and disclosure throughdhee of this filing and determined that there weosesubsequent events, except for what has beelosts! in Note 5, which requir
recognition or disclosure in the financial statetsen

Use of Estimates

The preparation of financial statements under GAédfuires management to make estimates and assustiat affect the reported amounts of assetsiahilities and disclosure of contingent assets latfilities at the date of tt
financial statements and the reported amountsvefinges and expenses during the reporting peribe. nfost significant estimates relate to provedemitiand natural gas reserve volumes, future dgveént costs, estimates relatin
certain crude oil and natural gas revenues andnegse fair value of derivative instruments, failueeof certain investments, and deferred incomegaActual results may differ from those estimates

Cash and Cash Equivalents

Northern considers highly liquid investments witisignificant interest rate risk and original maties to the Company of three months or less todsh equivalents. Cash equivalents consist priynefilnteres-bearing bank accour
and money market funds. The Compangash positions represent assets held in cheekidgnoney market accounts. These assets are fiyeaewilable on a daily or weekly basis and arghly liquid in nature. Due to the balan
being greater than $250,000, the Company doesawet RDIC coverage on the entire amount of bank siepoThe company believes this risk is minimial.addition, the Company is subject to Securityelstor Protection Corporati
(SIPC) protection on a vast majority of its finalassets.

ShortTerm Investments
All United States Treasuries that were includedshiort-term investments were considered availablesdte and were carried at fair value. The skart investments were considered current assetghdiilematurity term or th

Companys ability and intent to use them to fund currengragions. The unrealized gains and losses retatéitese securities were included in accumulatedratomprehensive income. The realized gainsi@sss related to the
securities are included in other income (expensé)e statement of income.

Other Property and Equipment

Property and equipment that are not crude oil atdral gas properties are recorded at cost aneédeped using the straiglite method over their estimated useful lives oééhto fifteen years. Expenditures for replacesiaenewal:
and betterments are capitalized. Maintenance epalins are charged to operations as incurred. Hived assets, other than crude oil and naturalpgeperties, are evaluated for impairment to deteenii current circumstances ¢
market conditions indicate the carrying amount maybe recoverable. Northern has not recognizgdrapairment losses on non-crude oil and naturallgaglived assets. Depreciation expense was $298,138,%95, and $91,7!
for the years ended December 31, 2011, 2010, ad@. 20
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Eull Cost Method

Northern follows the full cost method of accountiiog crude oil and natural gas operations wheréhgoats related to the exploration and developnoétrude oil and natural gas properties are iyjtizapitalized into a single cost cer
(“full cost pool”). Such costs include land acqtiis costs, geological and geophysical expensasying charges on noproducing properties, costs of drilling directlyated to acquisition, and exploration activitiéaternal costs th
are capitalized are directly attributable to acijois, exploration and development activities ardnit include costs related to the production, gareorporate overhead or similar activities. Gassociated with production and ger
corporate activities are expensed in the periodriec. Capitalized costs are summarized as folfowthe years ended December 31, 2011, 2010, ad@: 20

Year Ended December 31

2011 2010 2009
Capitalized Certain Payroll and Other Internal € $ 16,952,99 $ 6,559,74 $ 2,616,26:
Capitalized Interest Costs 405,98¢ 59,71! 624,71
Total $ 17,358,97 $ 6,619,45: $ 3,240,97!

As of December 31, 2011, the Company held leasehtddests in the Williston Basin on acreage lodateNorth Dakota and Montana targeting the Bakied Three Forks formations. Additionally, Northéeld leasehold acreage
Yates County, New York that targets Trenton/BladckeR Marcellus and Queenstown-Medina formations.

Proceeds from property sales will generally be iteeldo the full cost pool, with no gain or losgagnized, unless such a sale would significantigrahe relationship between capitalized coststhagroved reserves attributable to tt
costs. A significant alteration would typicallyvivive a sale of 25% or more of the proved reserekged to a single full cost pool. In the yeanslerl December 31, 2011 and 2010, the Company soééige and production for $
million and $298,000, respectively. The proceexndtiese sales were applied to reduce the cagithtizsts of crude oil and natural gas propertiesrdwere no property sales for the year endedrbleee31, 2009.

Capitalized costs associated with impaired progeréind capitalized cost related to properties lgapioved reserves, plus the estimated future dpwedat costs and asset retirement costs, are degleteamortized on the unit-of-
production method based on the estimated grosegrmserves as determined by independent petradegineers. The costs of unproved properties atfeheld from the depletion base until such timehey tare either developed
abandoned. When proved reserves are assigneé prdperty is considered to be impaired, the cbgte property or the amount of the impairmentdded to costs subject to depletion and full codingecalculations. For the yee
ended December 31, 2011 and 2010, the Companydiedt!9.0 million and $1.6 million of costs relatedexpired leases.

Capitalized costs of crude oil and natural gas @riigs (net of related deferred income taxes) nuayerceed an amount equal to the present valuegudised at 10% per annum, of the estimated futereash flows from proved crude
and natural gas reserves plus the cost of unprprazerties (adjusted for related income tax effec&hould capitalized costs exceed this ceilingpairment is recognized. The present value ofregéd future net cash flows is compt
by applying the 12-month average price of crudend natural gas to estimated future productioprofed crude oil and natural gas reserves as afgpend, less estimated future expenditures to beriedun developing and produci
the proved reserves and assuming continuationisfirex economic conditions. Such present valuprofed reserveduture net cash flows excludes future cash outflagsociated with settling asset retirement oblgatithat have be
accrued on the balance sheet. Should this conopaiiglicate an excess carrying value, the excesbasged to earnings as an impairment expenseof Aecember 31, 2011, the Company has not reabzgdimpairment of it
properties.
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Asset Retirement Obligations

Asset retirement obligation is included in othenowrrent liabilities and relates to future costsoagated with the plugging and abandonment of coildend natural gas wells, removal of equipmertt tatilities form leased acreage .
returning the land to its original condition. HBsétes are based on estimated remaining lives sktiells based on reserve estimates, externalaesnto plug and abandon the wells in the futukk faderal and state regulat
requirements. The liability is accreted to itsgemet value each period, and the capitalized caftpseciated over the useful life of the relateskas

Debt Issuance Costs

The Company has incurred direct costs relatedetadtiolving credit facility (see Note 5) of $2.7llioh. The debt issuance costs are being amortixed the term of the credit facility.

The amortization of debt issuance costs for thesyeaded December 31, 2011, 2010 and 2009 was BBB®H455,302 and $459,343, respectively.

Revenue Recognition

The Company recognizes crude oil and natural gasnres from its interests in producing wells whendpction is delivered to, and title has transférte, the purchaser and to the extent the sellingepis reasonab
determinable. Northern uses the sales method anfumting for natural gas balancing of natural gasipction and would recognize a liability if theigting proved reserves were not adequate to cavweiirabalance situation. As
December 31, 2011, 2010 and 2009, the Compamgfural gas production was in balance, meangnguimulative portion of natural gas production ta&ed sold from wells in which it has an interegiaed its entitled interest in natt

gas production from those wells.

StockBased Compensation

The Company records expense associated with thedfaie of stocksased compensation. For fully vested stock artdeesi stock grants the Company calculates thekdtased compensation expense based upon estifaatealue ot
the date of grant. For stock options, the Compasgs the BlaciScholes option valuation model to calculate stoakeld compensation at the date of grant. Optiaringrimodels require the input of highly subjectagsumption:
including the expected price volatility. Changeshiese assumptions can materially affect thevidire estimate.

Stock Issuance

The Company records the stock-based compensatiardavssued to noemployees and other external entities for goodssendices at either the fair market value of thedgoreceived or services rendered or the instrusrisstied i
exchange for such services, whichever is more Iseddterminable.

Income Taxes

Deferred income tax assets and liabilities arerdeteed based upon differences between the finanefarting and tax bases of assets and liabiléies are measured using the enacted tax rates wadHat will be in effect when tl
differences are expected to reverse. Accountiagdstrds require the consideration of a valuatitowaince for deferred tax assets if it is “more ljkéhan not"that some component or all of the benefits of detetax assets will not
realized. No valuation allowance has been recoadeaf December 31, 2011 and 2010.

Net Income Per Common Shz

Basic earnings per share (“EP&te computed by dividing net income (the numerdigrhe weighted average number of common sharssanding for the period (the denominator). DiLEEPS is computed by dividing net income
the weighted average number of common shares aedt@ common shares outstanding (if dilutive)idgreach period. Potential common shares incltmigk ptions and warants and restricted stock. ritheber of potential comm:

shares outstanding relating to stock options anuants and restricted stock is computed usingréeestry stock method.

The reconciliation of the denominators used toudate basic EPS and diluted EPS for the years ebdedmber 31, 2011, 2010 and 2009 are as follows:
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Year Ended December 31

2011 2010 2009
Weighted average common shares outstar- basic 61,789,28 50,387,20 36,705,26
Plus: Potentially dilutive common shai
Stock options, warrants, and restricted st 406,05: 391,04: 171,800
Weighted average common shares outstanding —dlilute 62,195,34 50,778,24 36,877,07
Restricted stock excluded from EPS due to the-dilutive effect 29,87¢ - 37,06t

As of December 31, 2011, 2010 and 2009, potentdiligtive shares from stock options were 262,465,293 and 300,000, respectively. These optioasthirexercisable at December 31, 2011, 2010 af8,28 an exercise price
$5.18.

The Company also has potentially dilutive restdctéock grants outstanding of 1,216,992, 1,13562£325,330 at December 31, 2011, 2010, and 2009.

In addition, as of December 31, 2010 and 2009¢thare 300,000 warrants that were issued in cofipmwith the February 2009 revolving credit fatyilivith CIT that remained outstanding and exerdisaffhe warrants were exerci:
at a price of $5.00 per share in January 2011.

Derivative Instruments and Price Risk Management

We use derivative instruments from time to timertanage market risks resulting from fluctuationghie prices of crude oil. We may periodically eritéo derivative contracts, including price swapaps and floors, which requ
payments to (or receipts from) counterparties basethe differential between a fixed price and dalde price for a fixed quantity of crude oil witit the exchange of underlying volumes. The nafi@mounts of these financ
instruments are based on expected production frastireg wells. We have, and may continue to useharge traded futures contracts and option costtadiedge the delivery price of crude oil at afetdate.

On November 1, 2009, due to the volatility of préifferentials in the Williston Basin, we diesignated all derivatives that were previouslgsifed as cash flow hedges and in addition, wesled&cted not to designate any subsec
derivative contracts as accounting hedges. As,alcterivative positions are carried at their falue on the balance sheet and are markeudatdet at the end of each period. Any realizedgjand losses are recorded to loss on s
derivatives and unrealized gains or losses arededdo gain (loss) on mark-toarket of derivative instruments on the statemémapme rather than as a component of accumulatieer comprehensive income (loss) or other inc
(expense). See Note 15 for a description of thivakéve contracts which the Company executed @p#id11 and 2010.

Prior to November 1, 2009, at the inception of evé¢ive contract, we designated the derivativa asish flow hedge. For all derivatives designatedash flow hedges, we formally documented tratiogiship between the derivat
contract and the hedged items, as well as thenmekagement objective for entering into the derieationtract. To be designated as a cash flow hedgsaction, the relationship between the dexeatind the hedged items mus
highly effective in achieving the offset of changesash flows attributable to the risk both atitheeption of the derivative and on an ongoing ©asVe historically measured hedge effectiveness quarterly basis and hedge accour
would be discontinued prospectively if it deternrtbat the derivative is no longer effective insefting changes in the cash flows of the hedgexl. it€ains and losses deferred in accumulated otiraprehensive income (loss) rele
to cash flow hedge derivatives that become ingffeatemain unchanged until the related product®uelivered. If we determine that it is probalfiatta hedged forecasted transaction will not oateferred gains or losses on
derivative are recognized in earnings immediately.

Derivatives, historically, were recorded on theabak sheet at fair value and changes in the fhiewaf derivatives were recorded each period imenurearnings or other comprehensive income (laegending on whether a deriva
was designated as part of a hedge transactiorifaindas, depending on the type of hedge transactiOur derivatives historically consisted primyadf cash flow hedge transactions in which we weedging the variability of cash flo
related to a forecasted transaction. Period tm@eahanges in the fair value of derivative instants designated as cash flow hedges were repartaccumulated other comprehensive income (lossyealdssified to earnings in 1
periods in which the hedged item impacts earnifigee ineffective portion of the cash flow hedgeseveflected in current period earnings as gailoss from derivatives. Gains and losses on devivanstruments that did not qual
for hedge accounting were included in income os fosm derivatives in the period in which they acclihe resulting cash flows from derivatives wezported as cash flows from operating activities.

Impairment

Long4ived assets to be held and used are required tewewed for impairment whenever events or chamgeircumstances indicate that the carrying amairgn asset may not be recoverable. Crude oilnaaral gas properti
accounted for using the full cost method of accimgnfwhich the Company uses) are excluded fromrégirement but continue to be subject to theda#it methods impairment rules. There was no impairment idietiat Decemb
31, 2011, 2010, and 2009.

New Accounting Pronouncemer

From time to time, new accounting pronouncemergsssued by FASB that are adopted by the Company the specified effective date. If not discussednagement believes that the impact of recesslyed standards, which are
yet effective, will not have a material impact die Company'’s financial statements upon adoption.

Presentation of Comprehensive Inco

In June 2011, the FASB issued Comprehensive Inqdimgic 220) — Presentation of Comprehensive IncéA®U No. 201105). The guidance eliminates the option of presgntomponents of other comprehensive income asof
the statement of stockholdersjuity. The standard will allow the Company thei@pto present the total of comprehensive incorhe,domponents of net income and the componentshef comprehensive income in either a si
continuous statement of comprehensive income twanseparate but consecutive statements. In Deae2ilid, the FASB issued Comprehensive Income (T2p@&) —Deferral of the Effective Date for Amendments te Bresentatic
of Reclassifications of Iltems Out of Accumulatech€@t Comprehensive Income in Accounting StandarddatépNo. 2011-05 (ASU No. 201R). The FASB indefinitely deferred the effectivatel for the guidance related to
presentation of reclassifications of items out eftanulated other comprehensive income by compadnelnoth the statement in which net income is presstand the statement in which other compreheris@ne is presented. T
standard, except for the portion that was indeflpitleferred, is effective for the Company on Jaypuda 2012, and must be applied retrospectivelfie Tompany is evaluating the effects of this stechda disclosure, but it will n
impact the Company'’s results of operations, finahposition or cash flows.

Amendments to Achieve Common Fair Value MeasureanenbDisclosure Requirements in U.S. GAAP and IF

In May 2011, the FASB issued Fair Value Measurenf€opic 820) — Amendments to Achieve Common FaifuéaMeasurement and Disclosure Requirements in GAA\P and IFRS (ASU No. 20104). The standard genere
clarifies the application of existing requiremeatstopics including the concepts of highest and bss and valuation premise and disclosing quaivétanformation about the unobservable inputs usetie measurement of instrume
categorized within Level 3 of the fair value hiefay. Additionally, the standard includes changesamics such as measuring fair value of finangiatruments that are managed within a portfolio additional disclosure for fair val
measurements categorized within Level 3 of the ¥aiue hierarchy. This standard is effective fae Bompany on January 1, 2012. The standard willirecadditional disclosures, but it will not impatie Companys results ¢
operations, financial position or cash flows.
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Balance Sheet Offsetti

In December 2011, the FASB issued Balance She@i¢Ti0) — Disclosures about Offsetting Assets kiadbilities (ASU No. 2011t1), which updates the Codification to require ldisares regarding netting arrangements in agrees
underlying derivatives, certain financial instrurteand related collateral amounts, and the extemthich an entitys financial statement presentation policies relatedetting arrangements impact amounts recordetetdinancis
statements. These updates to the disclosure rewiits of the Codification do not affect the preaganh of amounts in the balance sheet, and aretiféefor annual reporting periods beginning orafier January 1, 2013, and inte
periods within those periods. The Company doexrpéct the implementation of this disclosure gnédato have a material impact on its financialestents.

NOTE 3 SHORT-TERM INVESTMENTS

All United States Treasuries that are includedhiorsterm investments are considered availablesébe-and are carried at fair value. The short-ierestments were considered current assets dilneitomaturity term or the comparsy’
ability and intent to use them to fund current agiens. The unrealized gains and losses relatétes® securities were included in accumulated atprehensive income (loss). The realized gaislosses related to these secu
are included in other income in the statement cdiine.

At December 31, 2011, the Company held no shom-tavestments. The following is a summary of therpany’s short-term investments as of Decembe2@10:

Fair Market
Cost at Value at
December 31 Unrealized December 31
2010 (Loss) 2010
United States Treasuri $ 40,009,54 $ (282,840 $ 39,726,70

For the year ended December 31, 2011, the Compealized gains of $215,092 on the sale of short-tewestments. For the year ended December 31,,2680Company realized losses of $58,524 on the shkhortierm
investments. There were no realized gains ars$osn the sale of short-term investments for éize gnded December 31, 2009.

The Company reviews these investments on a quatiedis to determine if it is probable that the @any will realize some portion of the unrealizedslo In determining if the difference between @sl estimated fair value of 1
short-term investments was deemed either temparaogher-than-temporary impairment, the Companyluatad each type of shaerm investment using a set of criteria includirgglthe in value, duration of the decline, periodilt
anticipated recovery, nature of investment, prdifghif recovery, financial condition and near-teprospects of the issuer, the Companiyitent and ability to retain the investment,ilattres of the decline in value, status with ra
agencies, status of principal and interest paymamtsany other issues related to the underlyingriggxs. The Company determined the decline infélirevalues in all of the shoterm investments were temporary as of Decembe
2010.

NOTE 4 CRUDE OIL AND NATURAL GAS PROPERTIES

The value to the Compargytrude oil and natural gas properties consistdl @ficreage acquisition costs (including cash edjperes and the value of stock consideration))idglcosts and other associated capitalized costsjuisitions
are accounted for as purchases and, accordinglyresults of operations are included in the accoyipg statements of income from the closing datéhefacquisition. Purchase prices are allocateattuired assets based on t
estimated fair value at the time of the acquisititmthe past, acquisitions have been funded imittrnal cash flow, bank borrowings and the isseavfcequity securities. Certain acquisitions ii@@nd 2009 were purchased using
services of, or purchased from, parties considerdue related to the Company or the Compar@hief Executive Officer, Michael L. Reger. Nackuransactions occurred during 2011. See Notal7transactions involving relat
parties were approved by the Company’s board efttbrs or audit committee.
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2011 Acquisitions
During 2011, the Company acquired approximatel233 net mineral acres, for an average cost of 21p&8 net acre, in all of its key prospect areakénform of both effective leases and top-leases.
2010 Acquisitions
During 2010, the Company acquired approximatelB58 net mineral acres, for an average cost of 81p@4 net acre, in all of its key prospect areahénform of both effective leases and top-leases.

During 2010, the Company acquired acreage usingremmstock for a portion of the acquisition costsunmary of the significant transactions is aofed:

Fair Value of
Date Net Acres Acquired Common Stock Issue Common Stock Issue Cash Consideration Total Consideration
June 201( 3,49¢ 382,64 $ 5,360,851 $ 741,46: $ 6,102,32!
July 2010 3,352 444,18¢ $ 6,529,53. - $ 6,529,53.

In December of 2010, the Company acquired a 50%ingrinterest from Slawson Exploration Company,. I(fSlawson”)in approximately 14,538 net acres in Richland CguNtontana for approximately $1.7 million in cashha
acquisition accounted for approximately 12.8% ef tibtal number of net acres the Company acquireidgi@010. No other acquisition involved morerti®% of the total acreage the Company acquireitgltine year.

Divestitures

In November 2009, the Company agreed to particietiee exploration and development of Slawsofhvil project in Roosevelt and Sheridan Countidsntana and Williams County, North Dakota. In h@011, the Company sold
interest in the Anvil project for $5.0 million. A the date of sale, the Compasigost basis in the Anvil project was $1.8 milliofhe Company sold its interest in the project glwith Slawson, who also desired to sell its erititeres
in the project. Slawson had drilled and completed well in the project area prior to the diveséts the Mayhem #1-19H welland the Company retained its interest in that weedlin connection with the divestiture. The procefedm
the sale were applied to reduce the capitalizets@isrude oil and natural gas properties.

From time-to-time the Company may also trade |eaiseinterests with operators to balance workingriests in spacing units to facilitate and encoueagmre expedited development of the Company’'sagere

Unproved Properties

Unproved properties not being amortized comprigg@pmately 117,000 net acres and 132,000 net adrasdeveloped leasehold interests at Decembe2@l], and 2010, respectively. The Company beliévassthe majority of it
unproved costs will become subject to depletiorhinithe next five years by proving up reservestiredato the acreage through exploration and devety activities, by impairing the acreage that wipire before the Company ¢
explore or develop it further or by determiningtthather exploration and development activity witit occur. The timing by which all other properties will becersubject to depletion will be dependent uponithéy of future drilling
activities and delineation of its reserves.

Excluded costs for unproved properties are accuenlilay year. Costs are reflected in the full castl@s the drilling costs are incurred or as castsevaluated and deemed impaired. The Compaigpatés these excluded costs wil

included in the depletion computation over the rfiast years. The Company is unable to predictfthiere impact on depletion rates. The followisgai summary of capitalized costs excluded frometepi at December 31, 2011
year incurred.
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Year Ended December 31

2011 2010 2009 Prior Years
Property Acquisitior $ 46,814,71 $ 50,613,19 $ 14,773,00 $ 25,565,53
Development 18,46t - - -
Total $ 46,833,17 $ 50,613,199 $ 14,773,00 $ 25,565,53

All properties that are not classified as proveapprties are considered unproved properties and, the costs associated with such propertiesarsubject to depletion. Once a property is cfaessias proved, all associated acreage
drilling costs are subject to depletion.

The Company historically has acquired its propsrbig purchasing individual or small groups of leadigectly from mineral owners or from landmen @ade brokers, which leases historically have nenlseibject to specified drillit
projects, and by purchasing lease packages inifidenproject areas controlled by specific operatofhe Company generally participates in drillagivities by electing whether to participate ircleavell on a well-bywell basis at th
time wells are proposed for drilling, with the eptien of the defined drilling projects with Slawsdescribed below.

As of December 31, 2011, the Company was particigan three defined drilling projects with Slawsoavering an aggregate of approximately 17,400aoe¢s of leasehold interests held by the Compaing Windsor project arn
includes approximately 2,700 net acres held byGbmpany, primarily located in Mountrail and surrding counties of North Dakota. The South West 8y project includes approximately 3,900 total a@es held by the Company
Richland County, Montana. The Lambert projectudels approximately 10,800 net acres held by thegaamin Richland County, Montana. Purchases obgmies and development capital expenditures tleae\wn accounts payal
and not yet paid in cash at December 31, 2011 agpeoximately $106 million.

NOTES REVOLVING CREDIT FACILITY

Credit Facility
In February 2009, the Company completed the closfrgrevolving credit facility with CIT that praded up to a maximum principal amount of $25 millafrworking capital for exploration and productioperations.

In May 2010, the Company completed the assignmgits oevolving credit facility to Macquarie Bankirhited (“Macquarie”)from CIT. In connection with the assignment thex(pany and Macquarie entered into an Amende
Restated Credit Agreement governing the facility.

In August 2011, the Company and Macquarie enteredd Second Amended and Restated Credit AgreeftihentRestated Credit Agreement”) governing the @any’s credit facility (the “Credit Facility”) The Credit Facility provide
that the aggregate maximum credit may be increaséte future to up to $500 million and is secubgdsubstantially all of the Comparsyassets. The Company had $69.9 million of bomgeiunder Credit Facility at December
2011 and no borrowings at December 31, 2010. AeBer 31, 2011, the Company had a borrowing ba$&%d million, subject to a $120 million aggregataximum credit amount then in effect. As of Decembl, 2011, there w
$50.1 million of available borrowing capacity undkis facility, which is net of the $69.9 million borrowings. The borrowing base of funds avadalmder the Credit Facility will be re-determinesing-annually. The Credit Facili
terminates on May 26, 2014. As of December 31128& Company’s borrowings were at an averageofe2e78%.

The Company has the option to designate the refereste of interest for each specific borrowingemthe Credit Facility as amounts are advancedraBangs based upon the London Interbank Offerete RA.IBOR”) will bear
interest at a rate equal LIBOR plus a spread ranfyjom 2.5% to 3.25% depending on the percentagemobwings base that is currently advanced. Amrydwings not designated as being based upon LIB@Pear interest at a re
equal to the current prime rate published by thdl \Bteet Journal, plus a spread ranging from 292.59%, depending on the percentage of borrowing It is currently advanced. The Company hapiten to designate eitt
pricing mechanism. Interest payments are due uthée€redit Facility in arrears, in the case obanl based on LIBOR on the last day of the specifiggtest period and in the case of all other la@mshe last day of each March, Ju
September and December. All outstanding prindipelie and payable upon termination of the Creaiilfy.
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The Credit Facility contains negative covenants linat the Companys ability, among other things, to pay any cashdginis, incur additional indebtedness, sell assetsr into certain hedging contracts, change ther@af its busine:
or operations, merge, consolidate, or make investsnén addition, the Company is required to mamearatio of debt to EBITDAX (as defined in theedit agreement) of no greater than 3.5 to 1.0 acur@nt ratio (as defined in 1
credit agreement) of no less than 1.0 to 1.0. Gtwapany was in compliance with its covenants utitiebank credit facility at December 31, 2011.

All of the Company'’s obligations under the CredicHity and the derivative instruments with Macdeare secured by a first priority security intéiesany and all assets of the Company.

Subsequent Event

On February 28, 2012, the Company entered intonzended and restated revolving bank facility, whieplaced its previous bank credit facility. Thewnfacility, secured by substantially all of the Guamy's assets, provides for
initial commitment equal to the lesser of the fiaciamount or the borrowing base. At February 2Bl 2, the facility amount was $750 million, the lmwing base was $250 million and there was an audstg balance of $147.5 millic
leaving $102.5 million of borrowing capacity avaie under the facility. The new bank credit fagilfirovides for a borrowing base subject to redeiteation semi-annually each April and October andefeentdriven unschedule
redeterminations. The new bank group is comprisexigroup of commercial banks, with no one banklihng more than 25% of the total facility. The fomatures on January 1, 2017. Borrowings undebamé facility can either be
the Alternate Base Rate (as defined) plus a spraaging from 0.75% to 1.75% or LIBOR borrowingstia¢ Adjusted LIBO Rate (as defined) plus a spreadjing from 1.75% to 2.75%. The applicable spreadependent upi
borrowings relative to the borrowing base. The @any may elect, from time to time, to convert allbay part of its LIBOR loans to base rate loansoatonvert all or any of the base rate loans QR loans. A commitment fee
paid on the undrawn balance based on an annuafrt875% to 0.50%. At closing, the commitmentiess 0.50% and the interest rate margin was 2.25%sd.IBOR loans and 1.25% on its base rate loans.

NOTE6 COMMON AND PREFERRED STOCK

The Companys Articles of Incorporation authorize the issuantep to 100,000,000 shares. The shares are fidakssi two classes, consisting of 95,000,000 shafecommon stock, par value $.001 per share, éd@D®00 shares
preferred stock, par value $.001 per share. Thaecbof directors is authorized to establish oneore series of preferred stock, setting forth tesighation of each such series, and fixing thetivelaights and preferences of each ¢
series. The Company has neither designated needsany shares of preferred stock.

Common Stock

The following is a schedule of changes in the nunafeommon stock since the beginning of 2009:

Year Ended December 31

2011 2010 2009
Beginning balanc 62,129,42 43,911,04 34,120,10
Public offerings - 16,042,50 8,750,001
Stock based compensati 161,62¢ 213,07¢ 283,67(
Stock options exercise 3,50( 22,31« 100,00(
Restricted stock grants (Note 786,26¢ 1,058,001 361,33(
Stock issued in exchange for debt issuance - - 180,00(
Warrants exercise 300,00( = =
Issued for acreage purchases/acquisit - 882,49. 128,09°
Share Adjustment related to Kentex Transac - - 41,98¢
Other Surrender (50,399 - (54,14
Ending balanc 63,330,42 62,129,42 43,911,04
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2011 Activity

In January 2011, CIT exercised the 300,000 wartiatswere issued as part of a prior revolving itfiedility. Total proceeds to the Company frone tiaxercise of these warrants were $1.5 million.

In 2011, the Company issued 161,628 shares of canstozk in aggregate to executives, employees @adtdrs of the Company as compensation for thegivises. The shares were fully vested on the afdiee grant. The fair value
the stock issued was approximately $4.3 milliome Talue of the stock was between $17.81 and $2¥%88hare, the market value of the shares of cansturk on the date the stock was issued. The @oynexpensed approximat
$1.4 million in share-based compensation relatetieee fully vested shares in the year ended Deee@ih 2011. The remainder of fair value was edipétd into the full cost pool.

In October 2011, a director of the Company exedc&800 stock options granted to him in 2007.

In 2011, 50,394 shares of common stock were suereddby certain executives of the Company to ctaeobligations in connection with their restrictstiick awards. The total value of these sharesapproximately $1.1 milliol
which was based on the market price on the datstthees were surrendered.

2010 Activity

In 2010, the Company issued 213,075 shares of constozk in aggregate to executives and employe#gedEompany as compensation for their servicége shares were fully vested on the date of thetgrBine fair value of the sto
issued was approximately $4.3 million. The valfiehe stock was between $12.32 and $22.85 per stieramarket value of the shares of common stockherdate the stock was issued. The Company esgeapproximately $1
million in share-based compensation related toetfieidy vested shares in the year ended Decemhe2@®D. The remainder of fair value was capitalizeo the full cost pool.

In April 2010, the Company entered into an undefmgiagreement to sell 5,750,000 shares of comrtamk st a price of $15.00 less an underwriting alistt of $0.60 per share for total net proceedppfaximately $82.8 millionaftet
deducting underwriters’ discounts . The Comparmyired costs of $300,000 related to this offerifipese costs were netted against the proceeds offéiring through additional paid-in capital.

In November 2010, the Company entered into an wwiterg agreement to sell 10,292,500 shares of comistock at a price of $20.25 less an underwritisgount of $0.81 per share for total net procesfdspproximately $200
million, after deducting underwriters’ discount3he Company incurred costs of $392,795 relatatlisooffering. These costs were netted againsptbeeeds of the offering through additional paidapital.

During 2010, the Company acquired leasehold intersieg common stock for a portion of the acquisittost. A summary of these transactions is dsviist

Fair Value of
Date Common Stock Issue Common Stock Issue
March 201C 10,287 $ 99,47t
June 201( 382,64! 5,360,85!
June 201( 14,167 238,00¢
July 2010 444,18¢ 6,529,53.
July 2010 31,20¢ 451,55:

2009 Activity

In 2009, the Company issued 283,670 shares of canstock in aggregate to executives, employees aadtdrs of the Company as compensation for theivises. The shares were fully vested on the afatiee grant. The fair value
the stock issued was approximately $2.1 milliote Walue of the stock was between $2.84 and $%7@Hmre, the market value of the shares of comstawk on the date the stock was issued. The Compgrensed approximatt
$1.0 million in share-based compensation relatetigse fully vested shares in the year ended Deeeih 2009. The remainder of fair value was @dipitd into the full cost pool.




On February 27, 2009, the Company closed on avipkredit facility with CIT Capital USA, Inc. (“07). As part of obtaining this credit facility agreemeéhé Company entered into an engagement with Cyngdyisors, LLC
(Cynergy). As part of the compensation for the kvperformed on obtaining the financing, Cynergyeieed 180,000 shares of restricted common stotkedfCompany. The fair value of the restricted lstwas $475,200 or $2.64 |
share, the market value of a share of common sindke date the financing closed. The fair valithis stock was capitalized as debt issuance @watss being amortized over the amended termeofittancing.

In June 2009, the Company completed a registemedtddffering of 2,250,000 shares of common stdck grice of $6.00 per share for total gross prdsesf $13,500,000. The Company incurred costs8dB®37 related to tr
offering. These costs were netted against theepae of the offering through additional paid-initzp

On October 26, 2009, the Company deposited 41,88&s of common stock in a specially-designatecesiaéder account that had been previousated to hold shares of its common stock reptedesy certificates that appear in
stock transfer records but were known to have lweecelled and their underlying shares transferegadiéen July of 1987 and August of 1999. An aggeegé 58,268 shares of the Company’s common stedieid in the specially-
designated shareholder account, which, followingulstantial review of all available historical stdecansfer records, the Company concluded represéet maximum number of shares of the Compamgmmon stock that cot
potentially be released to shareholders who magbbeto establish a valid claim to such sharestdyeeviously unrecognized issues with the Compasgock transfer records. These shares are coedidsued and outstanding and
included in the total number of shares outstandisglosed on the cover page of this report.

On November 4, 2009, the Company completed a egitdirect offering of 6,500,000 shares of comistmek at a price of $9.12 per share for total gmrseeeds of $59,280,000. The Company incurretbafst2,972,027 related
the offering. These costs were netted againgpriheeeds of the offering through additional paidapital.

In December 2009, a director of the Company exedci0,000 stock options granted to him in 200fe &xercise of these options was completed thraugdshless exercise whereas the company repurcb2881 of common shai
to issue the common shares related to this optiercese.

During 2009, the Company acquired leasehold intersieg common stock for a portion of the acquisittost. A summary of these transactions is dsviist

Fair Value of
Date Common Stock Issue Common Stock Issue
April 2009 49,09: $ 224,87¢
December 200 79,00¢ 890,85¢

Stock Repurchase Program

In May 2011, the Company’s board of directors apptba stock repurchase program to acquire up t0 #iilion of the Company outstanding common stock. The stock repurchesgram will allow the Company to repurchase
shares from time to time in the open market, bbaksactions and in negotiated transactions. Tdmepany has not made any repurchases under thisapndg date.

Shelf Reqistration

In May 2010, the Company filed a shelf registratiith the Securities and Exchange Commission tem@lly offer securities which include debt seties or common stock. The securities will be afteat prices and on terms tc
determined at the time of sale.
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NOTE 7 RELATED PARTY TRANSACTIONS

The Company has purchased leasehold interests $auth Fork Exploration, LLC (“SFE"pursuant to a continuous lease program that copedific agreed upon sections of townships and mmyeBurke, Divide, and Mountri
Counties of North Dakota where SFE previously aeglieasehold interests on the Companyehalf. The Company terminated this agreemetit 8E. This program differed from other arrangetsevhere the Company i
purchase specific leases in ditae, single closing transactions. In 2009, thenfany paid a total of $501,603 related to previpaskuired leasehold interests. In 2010, the Caypaid a total of $5,000 related to previouslylacep
leasehold interests. The Company made no payn@®BE in 2011. Because each lessor separatebtiatgl its own desired royalty, SFE’s oviting royalty interest varied from lease to lea3ée Company received a net reve
interest ranging from 80.25% to 82.5% net revemterést in the acquired leases, which is net ddltis and overriding royalties. SFE'’s presideni.R. Reger, the brother of the Compar@hief Executive Officer, Michael Reger. .
Reger is also a shareholder in the Company.

The Company has also purchased leasehold intdrestsMontana Oil Properties (“‘MOP”)In 2009, the Company paid MOP a total of $63,234teel to previously acquired leasehold interestsJuly 2010, the Company paid MO
total of $269,821 for leases and reimbursemensqusitaining to two separate wells in Mountrail 8y North Dakota. The Company made no payment@® in 2011. MOP is controlled by Mr. Tom Ryan avid Steven Rege
both are relatives of the Company’s Chief Execu®fficer, Michael Reger.

Carter Stewart, a former director of the Companyti{dugust 2011), owned a 25% interest in Galldtiesources, LLC (“Gallatin”)Legal counsel for Gallatin informed the Companyt tia. Stewart did not have the power to cor
Gallatin because each member of Gallatin has gie to vote on matters in proportion to their retjpe membership interest in the company and compaatters are determined by a vote of the holdees majority of membersh
interests. Further, Mr. Stewart was neither aiceffnor a director of Gallatin. As such, Mr. Stetwdid not have the ability to individually contmmpany decisions for Gallatin. In 2009, the @amy paid Gallatin a total of $22,2
related to previously acquired leasehold interests2010, the Company paid Gallatin a total of 822 related to previously acquired leasehold éstex: In 2011, the Company paid Gallatin a totapproximately $6,500 related
previously acquired leasehold interests.

The Company had a securities account with Morgaml8y Smith Barney that was managed by Kathleebe@8on, a financial advisor with that firm whotle sister of the Comparg/president and former director, R’
Gilbertson. The Company closed this account inusn@011.

All transactions involving related parties were agwed by the Company’s board of directors or A@bmmittee.

NOTE8 STOCK OPTIONS/STOCK-BASED COMPENSATION AND WARRANTS

On April 26, 2011, the board of directors approaedamendment and restatement of the Northern @ilGams, Inc. 2009 Equity Incentive Plan (the “Plamvhich was approved at the annual meeting of shédets An addition:
1,000,000 shares were authorized for grant undePthn, resulting in aaggregate of 4,000,000 shares authorized for pakfuaure grants under the Plan. The Plan is dedrto provide a means whereby the Company maplee ta
granting stock options and shares of restrictecksto attract, retain and motivate capable andlleynployees, non-employee directors, consultardsadvisors of the company, for the benefit of@menpany and its shareholders.
Restricted Stock Awards

During the years ended December 31, 2011, 201®@04, the Company issued 786,263, 1,058,000 an®@38 1respectively, restricted shares of commocksas compensation to officers, employees, andire of the Company. T

restricted shares vest over various terms witheallricted shares vesting no later than OctobeR055. As of December 31, 2011, there was apprabeiy $17.0 million of total unrecognized compeiwaexpense related to unves
restricted stock. This compensation expense witelsegnized over the remaining vesting period efgtants. The Company has assumed a zero perctsitifi@ rate for restricted stock.
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The following table reflects the outstanding resétl stock awards and activity related theretdiferyears ended December 31, 2011, 2010 and 2009:

Year Ended Year Ended Year Ended
December 31, 201 December 31, 201/ December 31, 200!
Number Weighted- Number Weighted- Number Weighted-
of Average Of Average Of Average
Shares Price Shares Price Shares Price
Restricted Stock Award
Restricted Shares Outstanding atBeginning of the Yea 1,135,62; $ 13.2¢ 325,33( $ 9.01 20,00(¢ $ 7.0z
Shares Grante 786,26. $ 27.11 1,058,000 $ 14.0¢ 361,33C $ 8.4¢
Lapse of Restriction (704,89) $ 17.3: (247,700 $ 11.1] (56,000 $ 4.91
Restricted Shares Outstandat the End of the Ye: 1,216,990 $ 19.87 113562 $ 13.2¢ 32533( $ 9.01

Stock Option Awards

The Company’s board of directors approved a stqtion plan in October 2006 (“2006 Incentive Stoghtion Plan”)to provide incentives to employees, directors,ceffs, and consultants and under which 2,000,00@ sl commo
stock have been reserved for issuance. The optmm®e either incentive stock options or spatutory stock options and are valued at thenfgirket 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 vafue stock subject to the option on the datéhefgrant and, in some cases, may not be less @ &f such fair market value. The exercise poiceonstatutory options may not

less than 100% of the fair market value of thelstwtthe date of grant.

On November 1, 2007, the board of directors graofgibns to purchase 560,000 shares of the Compaayhmon stock under the Compang006 Incentive Stock Option Plan. The Compamayigd options to purchase 500,000 st
of the Company’s common stock to members of thecbaad options to purchase 60,000 shares of thep@oys common stock to one employee pursuant to an exmglot agreement. These options were granted dt¢eqf $5.18 pe
share and the optionees were fully vested on thetgtate. As of December 31, 2011, options tolase a total of 262,463 shares of the Comsaogmmon stock remain outstanding but unexercigée: board of directors determir
that no future grants will be made pursuant to20@6 Incentive Stock Option Plan. All future stmzimpensation will be issued under the 2009 Eduitgntive Plan.

The Company uses the Black-Scholes option valuatimadel to calculate stodkased compensation at the date of grant. Optigingr models require the input of highly subjectimesumptions, including the expected f
volatility. The Company used the simplified methodietermine the expected term of the optionstduke lack of sufficient historical data. Changeshese assumptions can materially affect thevidue estimate. The total fair va
of the options is recognized as compensation dwenesting period. There have been no stock optimanted in 2011, 2010, and 2009 under the 200éntive Stock Option Plan or the 2009 Equity InsenPlan. All exercises

options during 2011, 2010, and 2009 related to 2f@ts.

Changes in stock options for the years ended DeeeB1h 2011, 2010, and 2009 were as follows:
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Number Remaining

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

2009:

Beginning Balanc 400,000 $ - - -
Grantec - - - -
Exercisec 100,00( 5.1¢ - -
Outstanding at December 300,00¢( 5.1¢ 7.8 1,998,001
Exercisable 300,00( 5.1¢ 7.8 1,998,001
Ending Vested 30000 _ = 5.1E 7.8 1,998,001
Weighted Average Fair Value of Options Granted BuyitYear $ ©

2010:

Beginning Balanc 300,000 $ - - -
Grantec - - - -
Exercisec 22,31« 5.1¢ - -
Forfeited 11,72: 5.1€ - -
Outstanding at December 265,96 5.1¢ 6.8 5,859,001
Exercisable 265,96( 5.1¢ 6.8 5,859,001
Weighted Average Fair Value of Options Granted ByiYear $ ©

2011:

Beginning Balanc 26596 $ - - -
Grantec - - - -
Exercisec 3,50C 5.1¢ - -
Forfeited - - - -
Outstanding at December 262,46 5.1¢ 5.8 4,934,001
Exercisable 262,460 5.1¢ 5.8 4,934,001
Ending Vested 262,46( 5.1¢ 5.8 4,934,001
Weighted Average Fair Value of Options Granted ByiYear $ -

Currently Outstanding Options

= No Options expired during the years ended Dece®be?011, 2010, and 20C

The Company recorded no compensation expensedétatinese options for the years ended Decembe2(tl,, 2010, and 2009. All of the compensationeesp was reported in 2008 when the options vethdre is n
further compensation expense that will be recoghizduture years, relating to all options that édeen granted as of December 31, 2011, becauS®thpany recognized the entire fair value of su@hmensation upon vesti
of the options

= There were no unvested options at December 31,, 200D, and 200¢
Warrants Granted February 2009
On February 27, 2009, in conjunction with the algsof a prior revolving credit facility, the Compaissued CIT warrants to purchase a total of 3aDdlares of common stock exercisable at $5.00h@@es The total fair value of t

warrants was calculated using the Bl&xttholes valuation model based on factors presaheatme the warrants were issued. The fair valuthe warrants is included in debt issuance castsis being amortized over the term of
facility. CIT exercised the warrants in Januaryt 20
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The following assumptions were used for the Blacketes model:

Februarx 27, 200¢

Risk free rate 1%
Dividend yield 0%
Expected volatility 96.4%
Weighted average expected warrant 1.5 Year.

The “fair market value” at the date of issuancetfi@ warrants issued using the formula relied Udpowalculating the fair value of warrants is aides:

Weighted average fair value per sh $ 0.74
Total warrants grante 300,00¢(
Total weighted average fair value of warrants gzel $ 221,15!

NOTE9 COMMITMENTS & CONTINGENCIES
Litigation — The Company is engaged in proceedings incidentdieamormal course of business. Due to their naguweh legal proceedings involve inherent uncetiggnincluding but not limited to, court rulingsegotiations betwer
affected parties and governmental intervention.eBaspon the information available to the Compang discussions with legal counsel, it is the Compsmpinion that the outcome of the various legaioastand claims that ¢

incidental to its business will not have a mateinapact on the financial position, results of opieras or cash flows. Such matters, however, argestifto many uncertainties, and the outcome of mayter is not predictable w
assurance.

NOTE 10 ASSET RETIREMENT OBLIGATION

The Company has asset retirement obligations assdcwith the future plugging and abandonment ofi@d properties and related facilities. Initialiiye fair value of a liability for an asset retiremt obligation is recorded in the per
in which it is incurred and a corresponding inceesthe carrying amount of the related long liesdet. The liability is accreted to its presetaach period, and the capitalizeabt is depreciated over the useful life of thatex
asset. If the liability is settled for an amoutiter than the recorded amount, a gain or loscisgrazed. The Company has no assets that ardylegsiricted for purposes of settling asset retat obligations.

The following table summarizes the company's asst@ement obligation transactions recorded dutirggyear ended December 31, 2011 and 2010.

Year Ended December 3:

2011 2010
Beginning Asset Retirement Obligati $ 459,32t  $ 206,74
Liabilities Incurred for New Wells Placed in Protioa 401,24: 232,25¢
Liabilities Settlec - (1,42¢)
Accretion of Discount on Asset Retirement Obligasi 56,05t 21,75¢
Ending Asset Retirement Obligati $ 916,62: $ 459,32¢

NOTE 11  INCOME TAXES

The Company utilizes the asset and liability appho@m measuring deferred tax assets and liabilitiesed on temporary differences existing at eakinba sheet date using currently enacted tax rabeferred tax assets are reduced
valuation allowance when, in the opinion of managetnit is more likely than not that some portiarat of the deferred tax assets will not be realizDeferred tax assets and liabilities are adjufsiethe effects of changes in tax l:
and rates on the date of enactment.




The income tax provision for the year ended Deceribe2011, 2010, and 2009 consists of the follgwin

2011 2010 2009
Current Income Taxe $ 2300 $ - 8 -
Deferred Income Taxe
Federa 22,982,00 3,625,001 1,215,001
State 3,851,001 794,00( 251,00(
Total Expens $ 26,83530 $ 4,419,000 $ 1,466,001

The following is a reconciliation of the reportesh@unt of income tax expense for the years endeebber 31, 2011, 2010, and 2009 to the amount ofiectax expenses that would result from applyirgdtatutory rate to pret
income.

Reconciliation of reported amount of income taxenge:

2011 2010 2009

Income Before Taxes and NC $ 67,446,79 $ 11,336,300 $ 4,264,95:
Federal Statutory Rate X 35% X 34% X 34%
Taxes Computed at Federal Statutory R 23,606,00 3,854,001 1,450,00!
State Taxes, Net of Federal Ta: 2,408,301 524,00( 295,00(
Executive Compensation Deductibility Lim 617,00( - -
Other 204,00( 41,000 (279,000

Reported Provision $ 26,835,30 $ 4419000 $ 1,466,00!

At December 31, 2011, 2010 and 2009, the Compas\a et operating loss carryforward for Federabine tax purposes of $220.2 million, $62.1 milliow&18.5 million, respectively. If unutilized, thederal net operating losses \
expire in 2027-2031.

The components of the Company’s deferred tax #tabtlity) were as follows:
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Year Ended December 3:

2011 2010
Deferred Tax Assel
Current:
Share Based Compensat $ 866,000 $ 727,00(
Derivative Liability 3,629,001 4,414,001
Other 34,00( -
Total Curren 4,529,001 5,141,001
Non-Current:
Net Operating Loss Carryforwards (NOL 84,714,00 23,987,00
Derivative Liability 998,00( 1,939,00!
Other 58,00( 29,00(
Total Nor-Current 85,770,00 25,955,00
Total Deferred Tax Ass $ 90,299,000 $ 31,096,00
Deferred Tax Liabilitie
Current:
Other $ (57,000 $ (41,000
Total Curren (57,000 (41,000
Nor-Current:
Crude Oil and Natural Gas Properties and Otheré?tp (121,699,00) (35,122,00)
Total Noi-Current (121,699,00) (35,122,00)
Total Deferred Tax Liability (121,756,00) (35,163,00)
Total Net Deferred Tax Liability $ (31,457,000 $ (4,067,001

Tax benefits are recognized only for tax posititvet are more likely than not to be sustained upamination by tax authorities. The amount recoepghis measured as the largest amount of benafittlyreater than 50 percent likel
be realized upon ultimate settlement. Unrecogniagdenefits are tax benefits claimed in the Camfsatax returns that do not meet these recogndiwh measurement standards.

The Company has no liabilities for unrecognizedherefits.

The Companys policy is to recognize potential interest andgbiées accrued related to unrecognized tax benefttin income tax expense. For the years endezeDéer 31, 2011, 2010 and 2009, the Company didecognize ar
interest or penalties in its statement of inconue,did it have any interest or penalties accrueitsibalance sheet at December 31, 2011 and 2@dtthgeto unrecognized benefits.

The tax years 2011, 2010, 2009, and 2008 remain tapexamination for federal income tax purposestanthe other major taxing jurisdictions to whitie Company is subject.
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NOTE 12 OPERATING LEASES
Vehicles
The Company leases vehicles under noncancelabtatopeleases. Total lease expense under theragres was approximately $63,000, $58,000 and $8Z@Che years ended December 31, 2011, 20102@08, respectively.

Minimum future lease payments under these vehéceds are as follows:

Year Ended December 31 Amount
2012 $ 63,00(
2013 39,00(
2014 9,00¢
Total $ 111,00(

Building

Effective November 2011, the Company extended theginal operating lease agreement on 3,044 sdfeateof office space and added an additional 1&fsare feet of office space, for a total of 4,86B8are feet. The two lea
require initial gross monthly lease payments of,618. The monthly payments increase by 4% on eaciiversary date. The leases expire in Novembgb.20otal rent expense under the agreements wasxmately $150,00!
$148,000 and $142,000 for the years ended Decedih@011, 2010, and 2009, respectively.

The Company has prepaid the last three month’simehe amount of $53,553. Minimum future leasgrpants under the building leases are as follows:

Year Ended December 31 Amount
2012 $ 230,00(
2013 233,00(
2014 242,00(
2015 177,00(
Total $ 882,00(

The Company received $91,320 of landlord incentiveder the original lease agreement and an addlt®&68,620 under the lease for the additional 1&fitare feet. The Company has recorded a defemediability for these amounts
that are being amortized over the term of the kease

NOTE 13  FAIR VALUE

Fair value is defined as the exchange price thatidvbe received for an asset or paid to transfiaahility (an exit price) in the principal or moativantageous market for the asset or liabilityriroederly transaction between mai
participants on the measurement date. Valuaticmnigques used to measure fair value must maxirhizaise of observable inputs and minimize the usemobservable inputs. The Company uses a faireviailerarchy based on th
levels of inputs, of which the first two are coresied observable and the last unobservable, thabmaged to measure fair value which are the fafigw

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

Level 2 -Inputs other than Level 1 that are observablageitlirectly or indirectly, such as quoted pricesdimilar assets of liabilities; quoted pricesnarkets that are not active; or other inputs thatodservable or can be corrobori
by observable market data for substantially thetéuin of the assets or liabilities.

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

The following schedule summarizes the valuatiofinancial instruments measured at fair value oecairing basis in the balance sheet as of Decefihet011 and 2010.
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Fair Value Measurements at December 31, 2011 Usil
Quoted Prices In
Active Markets for Significant Other Significant
Identical Assets Observable Inputs Unobservable Inputs
(Level 1) (Level 2) (Level 3)
Commodity Derivative— Current Liability (crude oil swaps and colla $ - 3 (9,363,06) $ =
Commodity Derivative— Non-Current Liability (crude oil swaps and colla - (2,574,90) -
Credit Facility— Long Term Liability - (69,900,00)
Total $ - % (81,837,97) $ -

Fair Value Measurements at December 31, 2010 Usil
Quoted Prices In

Active Markets for Significant Other Significant
Identical Assets Observable Inputs Unobservable Inputs

(Level 1) (Level 2) (Level 3)
Commodity Derivative:- Current Liability (crude oil swaps and colla $ - 3% (11,14531) $ -
Commodity Derivative— Non-Current Liability (crude oil swaps and colla - (5,022,65) -
Short-Term Investments (See Note 3) 39,726,70 - -
Total $ 39,726,700  $ (16,167,97) $ -

There were no transfers of financial assets oflili@s between Level 1 and Level 2 inputs for sfear ended December 31, 2011.
Level 1 assets consist of US Treasury Notes, tinwdéue of these treasuries is based on quotelenarices.

Level 2 liabilities consist of derivative liabilés (see Note 15) and our Credit Facility (see pteThe fair value of the Comparsyderivative financial instruments is determineddthon spot prices and the notional quantitiese f&h
value of all derivative contracts is reflected bae balance sheet. The current derivative liabdityounts represent the fair values expected tetled in the subsequent year. The book value ofoedit Facility approximates fair val
because of its floating rate structure.

NOTE 14  FINANCIAL INSTRUMENTS

The Company’s non-derivative financial instrumeimslude cash and cash equivalents, accounts rdatejvshortterm investments, accounts payable and line ofitcréte carrying amount of cash and cash equivajemtcount
receivable, accounts payable, and the book valeeiofredit facility approximates fair value becaias its floating rate structure.

The Company’s accounts receivable relate to criidend natural gas sold to various industry companiCredit terms, typical of industry standards,a a shorterm nature and the Company does not require ecdlat Manageme
believes the Compang‘accounts receivable at December 31, 2011 and @1h@t represent significant credit risks as theydispersed across many counterparties. The &uontms determined that no allowance for doubtdabant:
is necessary at December 31, 2011 and 2010. Aeoémber 31, 2011, outstanding derivative contraits Macquarie Bank Limited represent all of then@pany’s crude oil volumes hedged. Macquarie Baniited has investment-
grade ratings from Moody’s and Standard & Pooriarttie lender under the Company'’s credit facility management believes this does not represeghiicant credit risk.




NOTE 15 DERIVATIVE INSTRUMENTS AND PRICE RISK M ANAGEMENT

The Company utilizes commodity swap contracts avstless collars (purchased put options and writedhoptions) to (i) reduce the effects of volagilin price changes on the crude oil commoditigeritduces and sells, (ii) redt
commodity price risk and (iii) provide a base legétash flow in order to assure it can executeat a portion of its capital spending.

On November 1, 2009, due to the volatility of priifferentials in the Williston Basin, the Compadg-designated all derivatives that were previouslssifeed as cash flow hedges and, in addition, tben@any has elected not
designate any subsequent derivative contracts sis ftmw hedges. Beginning on November 1, 2009dativative positions are carried at their fairueabn the balance sheet and are markedétket at the end of each period. .
realized gains and losses are recorded to losettledsderivatives and unrealized gains or lossegecorded to gain (loss) on markr@rket of derivative instruments on the stateménnaome rather than as a component of ¢
comprehensive income (loss) or other income (ex@ens

The Company has a master netting agreement onoédeé individual crude oil contracts and thereftive current asset and liability are netted orbélence sheet and the non-current asset andtljedvié netted on the balance sheet.

Crude Oil Derivative Contracts Cafibw Hedge

Prior to November 1, 2009, all derivative positidhat qualified for hedge accounting were desighatethe date the Company entered into the corasaathedge against the variability in cash flosspaiated with the forecasted sal
future crude oil production. The cash flow hedgesewalued at the end of each period and adjustnerthe fair value of the contract prior to settt were recorded on the statement of stockhdleersty as other comprehens
income. Upon settlement, the gain (loss) on thé lasv hedge was recorded as an increase or decieasvenue on the statement of income. The Coynpeports average crude oil and natural gas paoesrevenues including the
results of hedging activities.

The net mark-to-market loss on the Companmgmaining swaps that qualified for cash flow hedgcounting at the date the decision was madéstontinue hedge accounting totals approximatey1$100 and $1.3 million as
December 31, 2011 and 2010, respectively. The @ospas recorded that amount as accumulated otingprehensive income in stockholdeesjuity and the entire amount will be amortized irt@enues as the original foreca:
hedged crude oil production occurs in the firstregraof 2012.

Crude Oil Derivative Contracts Cafibw Not Designated as Hedges

The Company realized a loss on settled derivatfe13,407,878, $469,607 and $624,541 and a markaidket of derivatives gain of $3,072,229 and akatarmarket of derivative loss of $14,545,477 and $368,4n derivativ
instruments for the years ended December 31, i1 and 2009, respectively.

The following table reflects open commaodity swapteacts as of December 31, 2011, the associatesinas and the corresponding weighted average NYM#etence price.
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Weighted Avg
NYMEX Reference

Settlement Period Oil (Barrels) Fixed Price Price

Oil Swaps

01/01/12- 02/29/12 3,00 51.2¢ 98.9C
01/01/12- 6/30/12 138,00( 80.0C 99.1¢
01/01/12- 6/30/12 198,00( 81.5C 99.1¢
01/01/12- 6/30/12 60,00( 85.5( 99.2(
01/01/12- 12/31/12 376,00( 95.1¢ 98.52
01/01/12- 12/31/12 240,00( 100.0¢ 98.81

As of December 31, 2011, the Company had a tofahwve on open commodity swaps of 1,015,000 bartedsveeighted average price of approximately $908If open commodity swap contracts as of Decen®#igr2011 settle durir
the year ended December 31, 2012.

In addition to the open commodity swap contracéss@ompany has entered into costless collars. @$ess collars are used to establish floor arlthggirices on anticipated crude oil and natura geoduction. There were no premit
paid or received by the Company related to thelesstollar agreements. The following table réflepen costless collar agreements as of Decemb@031.

Term Qil (Barrels) Price Basis
Costless Collar:
01/01/12- 12/31/12 141,877 $ 85.00/$95.2 NYMEX
01/01/13- 12/31/13 760,79: $ 85.00/$98.0 NYMEX
01/01/12- 12/31/13 420,73( $ 90.00/$103.5 NYMEX

At December 31, 2011 and 2010, the Company hasates financial instruments recorded on the batasteeet as set forth below:

December 31
Estimated Fair Value

Type of Contract Balance Sheet Locatior 2011 2010
Derivative Assets
Swap Contract Current liabilities $ 285,12t $ -
Costless Collar Current liabilities 1,932,88 -
Costless Collar Non-current liabilities 8,766,48: -
Total Derivative Assets $ 10,984,49  $ =
Derivative Liabilities:
Swap Contract Current liabilities $ (8,383,58) $ (11,145,31)
Costless Collar Current liabilities (3,197,49) -
Costless Collars Non-current liabilities (11,341,38) (5,022,65)
Total Derivative Liabilities $ (22,922,46) $ (16,167,97)

The following disclosures are applicable to the @any’s financial statements, as of December 31122010 and 2009:

Location of Loss for Effective and Ineffective Poribn of Derivative in

Derivative Type Income Amount of Loss Reclassified from AOCI into Income
Year Ended December 3:
2011 2010 2009
Commodity- Cash Flow Loss on Settled Derivative $ 1,157,777  $ 1,157,55. $ 363,41«

The use of derivative transactions involves thk tigt the counterparties will be unable to meetfthancial terms of such transactions. The Comgeas/netting arrangements with Macquarie Bank leichihat provide for offsettit
payables against receivables from separate desévatstruments.
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NOTE 16 EARNINGS PER SHARE

The following is a reconciliation of the numeragard denominator used to calculate basic earningshaee and diluted earnings per share for thesyeaded December 31, 2011, 2010, and 2009:

2011 2010 2009
Net Net
Income Shares Per Share Income Shares Per Share Net Income Shares Per Share
Basic EPS $ 40,611,49 61,789,28  $ 06€ $ 6,917,301 50,387,200 $ 014 $ 2,798,95: 36,70526  $ 0.0¢€
Dilutive Effect of
Options - 406,05: (0.00 - 391,04: - 171,80¢
Diluted EPS $ 40,611,49 62,19534 $ 06 $ 6,917,301 50,77824  $ 014 $ 2,798,95: 36,877,017 $ 0.0€

For the year ended December 31, 2011 restrictet so29,876 shares of common stock were excludad EPS due to the anti-dilutive effect.

For the year ended December 31, 2009 options anchmia to purchase 21,678 and 7,476 shares of constock were not considered in calculating dilutednings per share because the exercise pricesgneater than the avere
market price of common shares during the year dedefore, the effect would be anti-dilutive.

NOTE 17 COMPREHENSIVE INCOME
In addition to net income, comprehensive incoméufes all changes in equity during a period, exdepse resulting from investments and distributittnshareholders of the Company.

For the periods indicated, comprehensive incomsisted of the following:

Year ended December 31

2011 2010 2009
Net Income $ 40,611,49 $ 6,917,300 $ 2,798,95:
Unrealized gains (losses) on Marketable Securifret of tax of $109,000, $349,000 and $290,0(Destember 31, 2011, 2010 and 20 173,84t 553,13! (486,20)
Reclassification of derivative instruments includedhcome (Net of tax of $448,000, $446,000 an834000 at December 31, 2011, 2010 and 2 709,77t 711,55« (1,483,63)
Comprehensive Incon $ 41,495,11  $ 8,181,98 $ 829,10¢

As of December 31, 2011, accumulated other comps#he loss consisted solely of loss on cash flodgeederivatives

NOTE 18 EMPLOYEE BENEFIT PLANS
1 n 2009, the Company adopted a defined contributi@l(k) plan for substantially all of its emplogeeThe plan provides for Company matching of erygocontributions to the plan, at the Compardgiscretion. During 2011, 2010 ¢

2009, the Company provided a match contributionaétpi 100% of an eligible employee’s deferral cimition, up to 6% of the employeeearnings up to $16,500. The Company contribafggtoximately $103,000, $80,000 :
$66,400 to the 401(k) plan for the years ended Bee 31, 2011, 2010 and 2009, respectively.
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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 appropriateuatipents for royalties, net profits interest, atteeocontractual provisions. Production expenselsidte lifting costs incurred to operate

maintain productive wells and related equipmeniuitiog such costs as operating labor, repairs amidtenance, materials, supplies and fuel consurRedduction taxes include production and sever&aes. Depletion of crude oil a
natural gas properties relates to capitalized costsrred in acquisition, exploration, and develepmactivities. Results of operations do not idelunterest expense and general corporate amotihesresults of operations for

company'’s crude oil and natural gas productionviies are provided in the Company’s related statets of income.

Costs Incurred and Capitalized Costs

The costs incurred in crude oil and natural gasiiaiepn, exploration and development activities highlighted in the table below.

Year Ended December 31

2011 2010 2009
Costs Incurred for the Yee
Proved Property Acquisitio $ 53,497,19 $ 2,236,16 $ 30,800,88
Unproved Property Acquisitio 57,867,66 72,308,71 -
Development 302,594,51 123,933,00 18,739,90
Total $ 413,959,37 $ 198,477,88 $ 49,540,78

Excluded costs for unproved properties are accuedilay year. Costs are reflected in the full castl@s the drilling costs are incurred or as cestsevaluated and deemed impaired. The Compaigjpatés these excluded costs wil
included in the depletion computation over the riiet years. The Company is unable to predictftiiere impact on depletion rates. The followingiisummary of capitalized costs excluded from diepleat December 31, 2011 by y
incurred.

Year Ended December 31

2011 2010 2009 Prior Years
Property Acquisitior $ 46,814,71  $ 50,613,199 $ 14,773,00 $ 25,565,53
Development 18,46¢ - - -
Total $ 46,833,17 $ 5061319 $ 1477300 $ 25,565,53

Oil and Natural Gas Reserves and Related Financi@ata

Information with respect to the Compasycrude oil and natural gas producing activitiegrisented in the following tables. Reserve gtiastias well as certain information regarding fetproduction and discounted cash flows, \
determined by Ryder Scott Company, independentieeim consultants based on information providetheyCompany.

Oil and Natural Gas Reserve Data
The following tables present the Company’s indepen@etroleum consultantestimates of its proved crude oil and natural gasmves. The Company emphasizes that reservepmmxinations and are expected to change as adal

information becomes available. Reservoir engingeisna subjective process of estimating undergrasmimulations of crude oil and natural gas thanoabe measured in an exact way, and the accofaayy reserve estimate i
function of the quality of available data and ofereering and geological interpretation and judgmen




Natural Gas Oil

(MCF) (BBLS)

Proved Developed and Undeveloped Reserves at Dece3hp200¢ 216,45 727,66
Revisions of Previous Estimat (27,82() (93,819
Extensions, Discoveries and Other Additi( 1,619,59 5,456,26
Productior (47,305 (274,529
Proved Developed and Undeveloped Reserves at Dece3hp200¢ 1,760,92 5,815,57!
Revisions of Previous Estimat 625,10¢ 514,89¢
Extensions, Discoveries and Other Additi( 8,298,34 8,513,06:
Production (234,41) (849,84)
Proved Developed and Undeveloped Reserves at Dece&hp201( 10,449,96 13,993,69
Revisions of Previous Estimat (940,06%) 924,43¢
Extensions, Discoveries and Other Additit 20,959,47 28,750,82
Productior (800,20) (1,791,979
Proved Developed and Undeveloped Reserves at Dece3hp2011 29,669,16 41,876,97
Proved Developed Reserv
December 31, 2008 216,45: 727,66¢
December 31, 2009 727,23] 2,247,71:
December 31, 201 3,513,42 5,840,74!
December 31, 2011 8,452,65! 14,338,57
Proved Undeveloped Resen
December 31, 20C - -
December 31, 2009 1,033,68 3,567,86
December 31, 201 6,936,53! 8,152,95;

21,216,51 27,538,40

December 31, 2011

Proved reserves are estimated quantities of criléamad natural gas, which geological and enginepdata indicate with reasonable certainty to beverble in future years from known reservoirs uredésting economic and operat
conditions. Proved developed reserves are prowsives that can be expected to be recovered thexisting wells with existing equipment and opergtinethods. Proved undeveloped reserves are ettliod reserves for which the
is a high degree of confidence in their recoveigtéind they are scheduled to be drilled within tiest five years.
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Standardized Measure of Discounted Future Net Cdsflows and Changes Thereil

The following table presents a standardized measfudescounted future net cash flows relating toved crude oil and natural gas reserves and thegelsan standardized measure of discounted fuetreash flows relating proved crt
oil and natural gas were prepared in accordande tvé provisions of ASC 932-2F55 (formerly SFAS 69). Future cash inflows werenpated by applying average prices of crude oil maiiral gas for the last 12 months to estinm
future production. Future production and developnoests were computed by estimating the expenditurde incurred in developing and producing tleved crude oil and natural gas reserves at theoktite year, based on year
costs and assuming continuation of existing econmwmnditions. Future income tax expenses wereulzéd by applying appropriate year end tax raidfsture pretax cash flows relating to proved crod@nd natural gas reserves,
the tax basis of properties involved and tax ceeditd loss carryforwards relating to crude oil aatural gas producing activities. Future net dishs are discounted at the rate of 10% annuallgignve the standardized measur
discounted future cash flows. Actual future cadtows may vary considerably, and the standardizedsure does not necessarily represent the faie wlthe Company’s crude oil and natural gas reserv

Year Ended December 31

2011 2010 2009
Future Cash Inflow $ 3,959,40350 $ 1,038,70343 $ 315,142,68
Future Production Cos (925,165,65) (271,843,57) (105,982,77)
Future Development Cos (624,607,50) (161,853,92) (54,011,13)
Future Income Tax Expense (740,132,74) (199,197,42) (43,761,76)
Future Net Cash Inflows 1,669,497,60 405,808,52 111,387,01
10% Annual Discount for Estimated Timing of Casbvi/& (830,800,21) (195,195,72) (43,580,45)
Standardized Measure of Discounted Future Net Ebskhs $ 838,697,38 $ 210,612,79 $ 67,806,56

The twelve month average prices were adjustedflecteapplicable transportation and quality diffetials on a well-by-well basis to arrive at reatizeales prices used to estimate the Comargserves. The price of other liquid
included in natural gas. The prices for the Comgfsareserve estimates were as follows:

Natural Gas Qil

MCF Bbl
December 31, 201 6.1€ 90.17
December 31, 2010 5.04 70.4¢
December 31, 2009 3.9 53.0C
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Changes in the Standardized Measure of Discountegdd-Net Cash Flows at 10% per annum follow:

Year Ended December 31

2011 2010 2009
Beginning of Perioc $ 210,612,79  $ 67,806,56 $ 11,786,05
Sales of Oil and Natural Gas Produced, Net of Retioiu Costs (132,095,15) (50,721,82) (13,116,47)
Extensions and Discoveri 756,304,28 185,403,28 74,946,75
Previously Estimated Development Cost Incurred Byithe Perio 23,941,19 3,350,01 1,321,94:
Net Change of Prices and Production C 140,217,58 88,564,34 4,352,38
Change in Future Development Cc (11,285,15) (3,003,309 -
Revisions of Quantity and Timing Estima 13,491,95 (3,237,34)) (1,650,621
Accretion of Discoun 29,551,14 8,781,24! 1,178,60!
Change in Income Taxt (177,737,16) (84,898,66) (20,005,32)
Purchase of Reserves in Pli - - 9,579,95
Other (14,304,10) (1,431,52() (586,71()
End of Period $ 838,697,38 $ 210,612,79  $ 67,806,56
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QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

Quarterly data for the years end December 31, 22010, and 2009 is as follown

2011

Revenue

Expense:

Income (Loss) from Operatiol

Other Income (Expens

Income Tax Provision (Benefi

Net Income (Loss

Net Income (Loss) Per Common Sh- Basic
Net Income (Loss) Per Common Sh- Diluted

2010

Revenue

Expense:

Income (Loss) from Operatiol

Other Income (Expens

Income Tax Provision (Benefi

Net Income (Loss

Net Income (Loss) Per Common Sh- Basic
Net Income (Loss) Per Common Sh- Diluted

2009

Revenue

Expense:

Income (Loss) from Operatiol

Other Income (Expens

Income Tax Provision (Benefi

Net Income (Loss

Net Income (Loss) Per Common Sh- Basic
Net Income (Loss) Per Common Sh- Diluted
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Quarter Ended

March 31, June 30, September 30 December 31
2,526,74 50,826,09 $ 69,050,03 $ 26,986,20
14,859,33 17,103,69 23,079,01 27,096,82
(12,332,58) 33,722,40 45,971,02 (110,61
767,04( (229,509 (180,800 (160,170
(4,507,701 13,060,00 17,173,00 1,110,00¢
(7,057,84) 20,432,90 28,617,22 (1,380,78)
0.17) 0.3t 0.4¢€ (0.02)
(0.11) 035 0.4€ (0.02)
Quarter Ended
March 31, June 30, September 30 December 31
7,221,51. 16,231,77  $ 9,883,82 $ 11,221,99
4,596,931 6,133,56! 8,159,48! 14,163,82
2,624,57 10,098,20 1,724,33 (2,941,83)
(87,949 (144,34) (117,110 180,41:
977,00( 3,833,00i 620,00( (1,011,001
1,559,631 6,120,86! 987,22¢ (1,750,42)
0.04 0.1Z 0.0z (0.0%)
0.04 0.1z 0.0z (0.09)
Quarter Ended
March 31, June 30, September 30 December 31
658,26¢ 2,275,08 $ 4,85597. $ 6,432,17!
1,047,61 1,437,44! 2,530,311 5,077,16
(389,34 837,63¢ 2,325,65 1,355,01
(43,527 (139,24) 321,58¢ (2,82¢)
(174,000 280,00( 1,059,001 301,00(
(258,877 418,39¢ 1,588,241 1,051,18:
(0.07) 0.01 0.04 0.0¢
(0.01 0.01 0.04 0.02







INCORPORATED UNDER THE LAWS OF THE STATE OF MINNESOTA
SEE REVERSE SIDE
FOR CERTAIN DEFINITIONS

{ CUsSIP 865531109 ‘

THIS CERTIFIES THAT

is the owner of

FULLY PAID AND NON-ASSESSABLE COMMON SHARES, $0.001 PAR VALUE, OF
NORTHERN OIL & GAS, INC.

transferable on the books of the Corporation by the holder hereof in person or by Attorney upon surrender of this certificate properly
endorsed. This certificate is not valid until countersigned and registered by the Transfer Agent and Registrar.

Witness the facsimile seal of the Corporation and the faesimile signatures of its duly awthorized officers.
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THE BOARD OF THIS CORPORATION HAS THE AUTHORITY TO CREATE AND DETERMINE THE RELATIVE RIGHTS AND
PREFERENCES OF CLASSES OR SERIES OF SHARES OF CAPITAL STOCK OTHER THAN COMMON STOCK, THIS
CORPORATION WILL FURNISH TO ANY SHAREHOLDER UPON WRITTEN REQUEST SENT TO ITS PRINCIPAL
EXECUTIVE OFFICES, AND WITHOUT CHARGE, A FULL STATEMENT OF THE BOARD'S AUTHORITY TO CREATE AND
DETERMINE THE RELATIVE RIGHTS AND PREFERENCES OF CLASSES OR SERIES OF SHARES OF CAPITAL STOCK
AS WELL AS THE DESIGNATIONS, PREFERENGES, LIMITATIONS AND RELATIVE RIGHTS OF THE SHARES OF EAGH
CLASS OR SERIES THEN OUTSTANDING OR AUTHORIZED TO BE ISSUED.

The following abbreviations, when used in the inscription on the face of this certificate, shall be construed as though they were
written out in full according to applicable laws or regulations:

. UTMA - Custodian
TEN COM as tenants in common Cust) (Minon
TENENT - as tenants by enfireties under Uniform Transfers to Minors
JT TEN — as joint tenants with right of survivership Act
and not as tenants In common (State)

Additional abbreviations may also be used though not in above list,

For vatie recerved é@@m//g ARSI, m&/&zyg/?ﬁmm

FLEAZE INSERT 20CIAL SECURITY OR OTHER
IDENTIFYING NUMBER OF AZ2IGNEE

{PLEASE PRINT OR TYPEWRITE NAME AND ADDRESS INCLUDING ZIP CODE OF ASSIGNEE)

Shares
of the capiral stock represented by the within Certgfcate,
and do- éef‘e(é)m Wam@ constitute and appouit

Attorney

Lo znz/g@m the said stodch o the éooé&g’fe%e/ within-rnamed.

Dated X
X

NOTIOE THE SIGNATURE TG THIS ASSIGNMENT MUST CORRESPOND WITH THE NAME A5 WRITTEN LIPON THE FAGE
OF THE CERTIFIGATE IN EVERY PARTIOULAR IMTHOUT ALTERATION OR ENLARGEMENT OR ANY OHANGE WHATEVER.

SIGNATURE GUARANTEED

ALL GUARANTEES MUST BE MADE B A FINANOIAL INSTITUTION [SUCH
A5 A BANK O BROKER) WHICH IS & PARTIGIPANT IN THE SECURITIES
TRANSFER AGENTS MESALLION PROGRAM ["STANE"), THE NEW YORK
STOCK EXGHANGE, ING. MEDALLION SIGNATURE PROGRAM (MSP'), OR
THE STOOK EXOHANGES MEDALLION PROGRAM [*SENP) AND MUGT NOT
BE DATED. GUARANTEES B A NOTARY PUBLIC ARE NOT ASCEPTABLE







Exhibit 10.9

NORTHERN OIL AND GAS, INC.

AMENDED AND RESTATED
2009 EQUITY INCENTIVE PLAN

RESTRICTED STOCK AGREEMENT

[Name of Grantee
No. of Shares Covere Date of Issuance
esting Schedule pursuant to Sectiol
Vesting Date(s) Shares Released From Restriction

This ResTRICTEDSTOCK AGREEMENT (* Agreement) has been made as of the Date of Issuancegbtdbove between Northern Oil and Gas, Inc., mnesota Corporation (theCompany’), and the above-named Grantee.
REecITALS

WHEREAS, the Company maintains the Northern Oil &ad, Inc. Amended and Restated 2009 Equity Ineeftian (as amended from time to time, thddn”);

WHEREAS, the Board of Directors (theBbard”) of the Company has appointed the Compensatianr@ittee (the ‘Committee’) with the authority to determine the awards togoented under the Plan; and

WHEREAS, the Committee or its designee has detethihat the Grantee is eligible to receive an awartér the Plan in the form of restricted stock hasl set the terms thereof.

NOW, THEREFORE, the Company and the Grantee mytaaliee as follows:




Terms and Conditions*
1. Grant of Restricted Shares.
(a) Grant. The Company hereby issues to the Grantee the nusfilskares specified at the beginning of this Agreet (the* Restricted Share”) on the terms and conditions and subject to theicgsns set forth in this Agreeme
The term “Restricted Sharesalso refers to all securities received by the Gaah replacement of or in connection with the Retetd Shares granted hereby pursuant to a retiapttan, reclassification, stock dividend, st

split, stock combination or other relevant ev:

®

Certificate. Within a reasonable time after the execution of thjreement by the Grantee and the Company, thep@oynshall cause a book entry representing theiBtest Shares to be made in the name of the Gréanytélee
Companys transfer agent and registrar, or have a cettdfioa certificates representing the Restricted &h#sued in the name of the Grantee and heldebZ¢impany or its designee, until the vesting ahérotonditions s
forth in this Agreement have been satisfied. Then@any shall pay all original issue or transfer gi€any, with respect to the issue or transfethef Restricted Shares and all fees and expensesszeily incurred by tl
Company in connection therewith. All Restricted ®i8aso issued shall be fully paid and nonassesdsbteithstanding anything to the contrary in tihigreement, the Company shall not be required tiveleh certificate ¢
certificates representing any Restricted Shares pi(i) the vesting of such Restricted Shareaccordance with Section 3 and (i) the completibauzh registration or other qualification of suRestricted Shares for sale ur
the laws, rules or regulations of any state or mjiésdiction as the Company shall determine tmbeessary or desirable. Upon the vesting of RésttiShares in accordance with Section 3 and pedwvidat the other conditio
set forth in the previous sentence and elsewhetfésrAgreement have been satisfied, the Compaaly déliver such vested Restricted Shares in uificated format, or deliver a certificate or ceittiftes representing such ves
Restricted Shares, to the Grantee as promptlyasigable

N

. Shareholder Rights.As the owner of record of the shares of CommonkSissued pursuant to this Restricted Stock Aware,Grantee is entitled to all the rights of a shalder of the Company, including the right to vadtes righ
to receive cash or stock dividends, and the righieteive shares in any recapitalization of the gamy. If the Grantee receives any additional shiayegason of being the holder of the shares of @omStock issued or transfer
under this Restricted Stock Award or of the addiicshares previously distributed to the Grantk¢ha additional shares shall be subject to thevisions of this Agreemen

w

. Vesting. The Restricted Shares shall cease to be subjéatfeiture under Sectior4 hereof in the numbers and on the dates specifi¢iukeivesting schedule at the beginning of this Agrent; provided, however, that the Restri
Shares shall immediately cease to be subject feitiore under Sectiort hereof (i) upon the occurrence of a Change of @bifais defined in the Plan) or (ii) if the Granemployment with the Company terminates becat
death or disability. Restricted Shares that haveessed to be subject to forfeiture are sometiefesred to a“vester’ or as* Vested Share” in this Agreement

+ Unless the context indicates otherwise, termsdhanot defined in this Agreement shall have thanimg set forth in the Plan as it currently exatss it is amended in the future. If the Granteeetinder is a director of the Comps
rather than an employee, all references here*employment with the Compa” and similar phrases shall be deemed to n“service as a director of the Comp¢”




4. Forfeiture Events and Transfer Restrictions.
(a) Forfeiture Events. Upon the occurrence of“ Forfeiture Event” (as defined below), the Grantee shall forfeit to @@npany all of the Restricted Shares that havebmobme vested pursuant to Secti3 , and upon suc
forfeiture the Grantee shall immediately return amyck certificates representing any unvested Restir Shares then held by the Grantee and exendteliver such stock powers as the Company mayestqThe Restricte
Shares that are forfeited pursuant to the prevsensence shall become authorized but unissuedssbftiee Compar's capital stock. A Forfeiture Event means any effdilowing events

(i)  termination of the Grantee’s status as mpleyee of the Company for any reason (other theatidor disability), whether by the Company withagthout cause, voluntarily or involuntarily by ti@rantee or otherwise (*
Termination of Employme™); or

(i)  any attempt to transfer or otherwise dispof any of the Restricted Shares, or to levy atgchment or pursue any similar involuntary precgih respect to any Restricted Shares, in viotatf Section4 (b) of this
Agreement

For purposes of this Agreement, a leave of absgrarged by the Board shall not be deemed a Terinimaf Employment.

®

Limitation on Transfer. Until such time as the Restricted Shares have becasted under Sectio8, the Grantee shall not transfer the Restrictede3hand the Restricted Shares shall not be sulojgtedge, hypothecatic
execution, attachment or similar process. Any gttetm assign, transfer, pledge, hypothecate omaike dispose of any Restricted Shares contratljegrovisions hereof, and any attempt to levy atgchment or pursue &
similar process with respect to them, shall be andl void.

(4]

. Tax Withholding; Surrender for Tax Payments. The parties hereto recognize that the Company reagbligated to withhold federal and state taxestber taxes upon the vesting of the Restrictede&hanr, in the event that 1
Grantee elects under Code Section 83(b) to repertedceipt of the Restricted Shares as incomeeryé#ar of receipt, upon the Granteeéceipt of the Restricted Shares. The Granteeeaghat, at such time, if the Compar
required to withhold such taxes, the Grantee wilinpptly pay, in cash or through the forfeiture afsted Shares or other unencumbered shares of Cgropammon stock to the Company (or in any other reapermitted by t+
Committee in accordance with the terms of the Plappn demand, to the Company or the subsidiaringauch obligation, such amounts as shall be sacgso satisfy such obligation. Without limitiniget foregoing, to the exte
the Company is required to withhold taxes or tharee is required to pay taxes in connection Wiéhvesting or receipt of shares of Company comnaeksggranted through any Award under the PlanGhentee shall have t
option to pay to the Company all amounts necessasgatisfy such tax obligations through eitherqagh payment or (b) the forfeiture of unencumbeteates of Company common stock, including but ineited to shares of tl
vesting or received Company common stock. The ®eafurther acknowledges that the Company hastditethe Grantee to seek independent advice regathenapplicable provisions of the Code, the incdaxelaws of an
municipality, state or foreign country in which tBeantee may reside, and the tax consequencee Giréinte’s death




6.

~

©

10.

Restrictive Legends and Sto-Transfer Orders.
(a) Legends.Any stock certificate or certificates issued todevice ownership of the Restricted Shares pursadhist Agreement shall bear the following legendlmreverse sid

THESE SHARESHAVE BEEN ISSUED OR TRANSFERREDSUBJECTTO A RESTRICTED STOCK AGREEMENT AND ARE SUBJECTTO SUBSTANTIAL RESTRICTIONS INCLUDING BUT NOT LIMITED TO, A PROHIBITION AGAINST TRANSFER
EITHER VOLUNTARILY OR INVOLUNTARILY , AND A PROVISION REQUIRING TRANSFER OF THESE SHARES TO NORTHERN OIL AND GAS, INC. WITHOUT ANY PAYMENT IN THE EVENT OF TERMINATION OF THE EMPLOYMENT OF
THE REGISTEREDOWNER, ALL AS MORE PARTICULARLY SETFORTHIN A RESTRICTED STOCK AGREEMENT, A COPY OF WHICH IS ON FILE WITH OUR COMPANY.

(b) Stop-Transfer Notices. The Grantee agrees that, in order to ensure conugliwith the restrictions referred to herein, tlemPany may issue appropriate “stop transfestructions to its transfer agent, if any, andtfifathe
Company transfers its own securities, it may mak@a@priate notations to the same effect in its oagords

(c) Refusal to Transfer. The Company shall not be required (i) to transfeits books any Restricted Shares that have bddrosotherwise transferred in violation of anytbé provisions of this Agreement or (ii) to treatawne
of the Restricted Shares or to accord the righbte or pay dividends to any purchaser or othersfiree to whom the Restricted Shares shall hase & transferret

Specific Performance. By accepting this Restricted Stock Award andifiseance and delivery of the shares of common gpacguant to this Agreement, the Grantee acknowledigat the Company does not have an ade
remedy in damages for the breach by the Grantéleeofonditions and covenants set forth in this Agrent and agrees that the Company is entitled twrd@er or a decree of specific performance agdivesGrantee issued by ¢
court having jurisdiction

. No Guarantee of Employment. Nothing in this Agreement or in the Plan shalifes upon the Grantee the right to continued emplayt with the Compan:

. Acknowledgment of Receipt of Cop). By execution hereof, the Grantee acknowledgesbaeceived a copy of the Ple

Entire Agreement. This Agreement and the Plan set forth the eatireement and understanding of the parties hergtarespect to the issuance and sale of the ResirBhares and the administration of the Plan apdrsede &
prior agreements, arrangements, plans, and unddisgs relating to the issuance and sale of thesgriRted Shares and the administration of the;Plavided, however, that to the extent any term of this Agreemermdsnsister
with the terms of any employment or similar agreeti®tween Grantee and the Company, such employoneirilar agreement shall govern (so long asmetolation of the Plan)




11.

12.

13.

14.

Amendment and Waiver . Except as provided in the Plan, this Agreemeny bva amended, waived, modified, or canceled onlyahyritten instrument executed by the parties mithe case of a waiver, by the party wai
compliance. A waiver by the Company of any provisid this Agreement shall not operate as a waifén@same or any other provision of this Agreenareny subsequent time for any other purp

Interpretation of This Agreement . All decisions and interpretations made by the @uttee with regard to any question arising hereundeinder the Plan shall be binding and conclusjwen the Company and the Grantee. If t
is any inconsistency between the provisions of Ageeement and the Plan, the provisions of the Bleail govern

Binding Effect . This Agreement shall be binding in all respectste heirs, representatives, successors and agHigime Grantet

Choice of Law. This Agreement is entered into under the lawthefState of Minnesota and shall be construedaedareted thereunder (without regard to its cot-of-law principles).

[ Signature Page Follows




IN WITNESS WHEREOF, the Grantee and the Company lexecuted this Agreement as of the Date of Isgugpecified at the beginning of this Agreement.

GRANTEE

NORTHERN OIL AND GAS, INC.

By

Its







EXHIBIT 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inifegion Statement Nos. 333-146596, 333-1583208; 188779, and 333-167049 on Form S-3 and Nos. 38333, 333-160602 and 333-175100 on Fori® &-our reports dat

February 29, 2012, relating to the financial staets of Northern Oil and Gas, Inc., and the effectess of Northern Oil and Gas, Inc.’s internaltaarover financial reporting, appearing in thisrAral Report on Form 1K-of Northerr
Oil and Gas, Inc. for the year ended December G112

/sl Deloitte & Touche LLP

Minneapolis, Minnesota
February 29, 2012



EXHIBIT 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémeegistration statements on Form S-8 (Nos. 383383, 333-160602 and 333-175100) and on Form$e8.(333-146596, 333-158320, 333-163779, and13®49) of Northern C

and Gas, Inc. our report dated March 4, 2011, vésipect to the balance sheet of Northern Oil ans|l ®a&., as of December 31, 2010, and the relattdmsents of operations, stockholders' equity, csth flows for each of the year:
the two-year period ended December 31, 2010, wigipbrt appears in this Form 10-K of Northern Oill &as, Inc.

/s/Mantyla McReynolds LLC
Mantyla McReynolds

Salt Lake City, Utah
February 29, 2012



EXHIBIT 23.3
CONSENT OF RYDER SCOTT COMPANY, L.P.
Northern Oil and Gas, In
315 Manitoba Avenue — Suite 200
Wayzata, Minnesota 55391
Gentlemen:

The undersigned hereby consents to the referenaesr tfirm in the form and context in which theypapr in the Annual Report on Form 10-K of North&ihand Gas, Inc. for the year ended December 811 Zthe ‘Annua
Report”). We hereby further consent to the indnsh the Annual Report of estimates of oil and igg®rves contained in our repoftitrthern Oil and Gas, Inc. Estimated Future Reserves and Income Attributabl@ertain Leaseho
Interests— SEC Parameters — As of December 31, 20drd to the inclusion of our report dated Februarg082 as an exhibit to the Annual Report. Wehterriconsent to the incorporation by reference tiférgo Northern Oil and Ge
Inc.’s Registration Statements on Form S-8 (No8-B883333, 333-160602 and 333-175100) and on Fofh{Mbs. 333-146596, 333-158320, 333-163779, and183®49).

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

Denver, Colorado
February 29, 2012



EXHIBIT 31.1
CERTIFICATION

1, Michael L. Reger, certify that:
1. I have reviewed this annual report on Forr-K of Northern Oil and Gas, Inc. for the year en@etember 31, 201:

2. Based on my knowledge, this report does notaim@ny untrue statement of a material fact ort@émstate a material fact necessary to make #teraents made, in light of the circumstances uwthich such statements were made,
not misleading with respect to the period covengthis report:

3. Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material respectsfihancial condition, results of operations andhcisws of the registrant as of, and for,
the periods presented in this rep:

4. The registrant’s other certifying officer(s)dahare responsible for establishing and maintajmiisclosure controls and procedures (as defin&xahange Act Rules 13a-15(e) and 15d-15(e)) atedrial control over financial
reporting (as defined in Exchange Act Rules-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresused such disclosure controls and proceduries @esigned under our supervision, to ensurenthggrial information relating to the registrantlirding its consolidate
subsidiaries, is made known to us by others withase entities, particularly during the period inieh this report is being prepare

b) Designed such internal control over finah@gorting, or caused such internal control owearicial reporting to be designed under our sup@mi to provide reasonable assurance regardingliadility of financial
reporting and the preparation of financial statetméor external purposes in accordance with gelyematepted accounting principle

c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséntai report our conclusions about the effectagnof the disclosure controls and procedures, the @nd of the period cover
by this report based on such evaluation;

d) Disclosed in this report any change in the regid's internal control over financial reporting thatomed during the registré’ s most recent fiscal quarter (the regist's fourth fiscal quarter in the case of an annyabrg
that has materially affected, or is reasonablylyike materially affect, the registré s internal control over financial reporting; &

5. The registrar's other certifying officer(s) and | have discloskedsed on our most recent evaluation of internafrobover financial reporting, to the registr's auditors and the audit committee of regis’s board of directors (c
persons performing the equivalent functiot

a) All significant deficiencies and material weakné@sthe design or operation of internal control ofieancial reporting which are reasonably likelyatdversely affect the registris ability to record, process, summarize
report financial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registra’s internal control over financial reportir
Dated: February 29, 20: By: /s/Michael L. Rege

Michael L. Reger
Chief Executive Office




EXHIBIT 31.2
CERTIFICATION

I, Thomas W. Stoelk, certify that:
1. I have reviewed this annual report on Forr-K of Northern Oil and Gas, Inc. for the year en@etember 31, 201:

2. Based on my knowledge, this report does notaim@ny untrue statement of a material fact ort@émstate a material fact necessary to make #teraents made, in light of the circumstances uwthich such statements were made,
not misleading with respect to the period covengthis report:

3. Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material respectsfihancial condition, results of operations andhcisws of the registrant as of, and for,
the periods presented in this rep:

4. The registrant’s other certifying officer(s)dahare responsible for establishing and maintajmiisclosure controls and procedures (as defin&xahange Act Rules 13a-15(e) and 15d-15(e)) atedrial control over financial
reporting (as defined in Exchange Act Rules-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresused such disclosure controls and proceduries @esigned under our supervision, to ensurenthggrial information relating to the registrantlirding its consolidate
subsidiaries, is made known to us by others withase entities, particularly during the period inieh this report is being prepare

b) Designed such internal control over finah@gorting, or caused such internal control owearicial reporting to be designed under our sup@mi to provide reasonable assurance regardingliadility of financial
reporting and the preparation of financial statetméor external purposes in accordance with gelyematepted accounting principle

c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséntai report our conclusions about the effectagnof the disclosure controls and procedures, the @nd of the period cover
by this report based on such evaluation;

d) Disclosed in this report any change in the regid's internal control over financial reporting thatomed during the registré’ s most recent fiscal quarter (the regist's fourth fiscal quarter in the case of an annyabrg
that has materially affected, or is reasonablylyike materially affect, the registré s internal control over financial reporting; &

5. The registrar's other certifying officer(s) and | have discloskedsed on our most recent evaluation of internafrobover financial reporting, to the registr's auditors and the audit committee of regis’s board of directors (c
persons performing the equivalent functiot

a) All significant deficiencies and material weakné@sthe design or operation of internal control ofieancial reporting which are reasonably likelyatdversely affect the registris ability to record, process, summarize
report financial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registra’s internal control over financial reportir
Dated: February 29, 20: By: /s/ Thomas W. Stoel

Thomas W. Stoelk
Chief Financial Officel




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 Northerd &id Gas, Inc., on Form 10-K for the period enBedember 31, 2011, as filed with the United St&esurities and Exchange Commission on the datehédtiee “Report},
each of the undersigned officers of our companglecertifies, pursuant to 18 U.S.C. Section 1380adopted pursuant to Section 906 of the Sarb@rkes- Act of 2002, that to the best of his knowledg

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

Date: February 29, 201 By: /s/ Michael L. Rege
Michael L. Rege
Chief Executive Officer and Direct

Date: February 29, 201 By: /sl Thomas W. Stoel
Thomas W. Stoel
Chief Financial Officer

A signed original of this written statement reqdit®y Section 906 of the Sarbanes-Oxley Act of 2082 been provided to our company and will be retalsy our company and furnished to the SecuritieisEaxcchange
Commission or its staff upon request.



Northern Qil and Gas, In

315 Manitoba Avenue, Suite 200
Wayzata, Minnesota 55391

Gentlemen:

REPORT OF RYDER SCOTT COMPANY, LP

February 8, 2012

EXHIBIT 99.1

At your request, Ryder Scott Company (Ryder Sdwf prepared an estimate of the proved reserviese fproduction, and income attributable to certaasehold interests of Northern Oil and Gas, Ipamate (NOG) as
December 31, 2011. The subject properties ardddda the States of Montana and North Dakota. fEiserves and income data were estimated basedeatefmitions and disclosure guidelines of the EhiStates Securities ¢
Exchange Commission (SEC) contained in Title 1%jeCof Federal Regulations, Modernization of Oil @&k Reporting, Final Rule released January 149 #0the Federal Register (SEC regulations). @ind tparty study, complet:
on February 8, 2012 and presented herein, was e far public disclosure by NOG in filings madetiwihe SEC in accordance with the disclosure requénts set forth in the SEC regulations.

The properties evaluated by Ryder Scott represghpircent of the total net proved liquid hydrocarbeserves and 100 percent of the total net prgasdeserves of NOG as of December 31, 2011.

The estimated reserves and future net income amquesented in this report, as of December 31, 28Flrelated to hydrocarbon prices. The hydramagrices used in the preparation of this reparttmsed on the aver:
prices during the 12-month period prior to the agdiate of the period covered in this report, deieed as the unweighted arithmetic averages optives in effect on the first-day-of-thmenth for each month within such period, un
prices were defined by contractual arrangementseqsired by the SEC regulations. Actual futuriegs may vary significantly from the prices reqdifgy SEC regulations; therefore, volumes of reseaually recovered and
amounts of income actually received may differ gigantly from the estimated quantities presentethis report. The results of this study are sunirad below.

Net Remaining Reserve

SEC PARAMETERS

Estimated Net Reserves and Income Data
Certain Leasehold Interests of
Northern QOil and Gas, Inc.

As of December 31, 2011

Oil/Condensat- Barrels
Plant Product- Barrels
Gas- MMCF

Income Data M$

Future Gross Reveni
Deductions
Future Net Income (FN

Discounted FNI @ 10¢

Proved
Developed Total
Producing Non-Producing Undeveloped Proved
13,308,10 1,030,47 27,538,40 41,876,97
0 0 0 0
7,77¢ 672 21,215 29,66¢
$ 1,136,500 $ 88,40: $ 2,383,28: 3,608,18.
224,06( 46,35¢ 928,13¢ 1,198,55
$ 912,44( $ 42,044 $ 1,455,141 2,409,63!
$ 534,49. $ 17,08  $ 549,75] 1,101,33




Liquid hydrocarbons are expressed in standard #@rgbarrels. All gas volumes are reported on as $old basiséxpressed in millions of cubic feet (MMCF) at tHféiaial temperature and pressure bases of the ameahich
the gas reserves are located. In this reporteenues, deductions, and income data are exprassedusands of U.S. dollars (M$).

The estimates of the reserves, future productind,iacome attributable to properties in this repegre prepared using the economic software packsigs ™ System Petroleum Economic Evaluation Software,myrightec
program of Halliburton. The program was used atréguest of NOG. Ryder Scott has found this @nogto be generally acceptable, but notes thatinestenmaries and calculations may vary due to rimgndnd may not exactly mat
the sum of the properties being summarized. Fortbee, one line economic summaries may vary skgfidm the more detailed cash flow projections fué same properties, also due to rounding. Thediogndifferences are n
material.

The future gross revenue is after the deductigereduction taxes. The deductions incorporate drenal direct costs of operating the wells, ad vetotaxes, recompletion costs, development costsenain abandonment cc
net of salvage. Other deductions are variableaijpey costs primarily resulting from salt waterptisal charges. The future net income is beforeléueiction of state and federal income taxes andrgeadministrative overhead, and
not been adjusted for outstanding loans that mast,exor does it include any adjustment for casthand or undistributed income. Gas reserves atdourapproximately 5 percent and liquid hydrocarbeserves account for 1
remaining 95 percent of total future gross reveinoi® proved reserves.

The discounted future net income shown above wiesilegéed using a discount rate of 10 percent pauamcompounded monthly. Future net income wasodisted at four other discount rates which were atsapounde
monthly. These results are shown in summary fosriobows.

Discounted Future Net Income A
As of December 31, 201

Discount Rate Total
Percen Proved
2 $1,539,00¢
8 $1,246,092
12 $984,34t
15 $846,302

The results shown above are presented for yourrirdtion and should not be construed as our estinfdger market value.
Reserves Included in This Repc

The proved reserves included herein conform taléfiition as set forth in the Securities and ExgfeasCommission’s Regulations Part 210.4-10(a).alwidged version of the SEC reserves definitioomf210.410(a) entitler
“Petroleum Reserves Definitions” is included asattachment to this report.

The various proved reserve status categories diedeunder the attachment entitled “Petroleum ReseDefinitions” in this report. The proved deygtd non-producing reserves included herein consilie shutin anc
behind pipe categories.

No attempt was made to quantify or otherwise actfmrrany accumulated gas production imbalancesiay exist. The provedyas volumes included herein do not attribute gaswmed in operations as reserves.

Reserves are “estimated remaining quantities ofuwd gas and related substances anticipated tedyomically producible, as of a given date, by eggpion of development projects to known accumalai” All reserve
estimates involve an assessment of the uncertegfdsing the likelihood that the actual remainingantities recovered will be greater or less thandstimated quantities determined as of the datestimate is made. The uncerts
depends chiefly on the amount of reliable geol@gid engineering data available at the time of #ignate and the interpretation of these data. réteive degree of uncertainty may be conveyed lbgipg reserves into one of t
principal classifications, either proved or unprdveJnproved reserves are less certain to be reed\ban proved reserves, and may be furthecctadsified as probable and possible reserves totelgmogressively increasing uncerta
in their recoverability. At NOG's request, thipeet addresses only the proved reserves attrileitalthe properties evaluated herein.




Proved oil and gas reserves are “those quantified and gas which, by analysis of geoscience emgineering data, can be estimated with reasoraitainty to be economically producible from a givdate forward."The
proved reserves included herein were estimatedywd#terministic methods. If deterministic metheds used, the SEC has defined reasonable cerfainproved reserves as &igh degree of confidence that the quantities bé
recovered.”

Proved reserve estimates will generally be revised onlyadditional geologic or engineering data becomelaea or as economic conditions change. For piaeserves, the SEC states thas thanges due to increa
availability of geoscience (geological, geophysieald geochemical), engineering, and economic al@anade to the estimated ultimate recovery (EUR) time, reasonably certain EUR is much more {ikiel increase or reme
constant than to decreaseéVioreover, estimates of proved reserves may beee\as a result of future operations, effects ofil&gpn by governmental agencies or geopoliticat@snomic risks. Therefore, the proved reservelsidec
in this report are estimates only and should natdiestrued as being exact quantities, and if reeaiahe revenues therefrom, and the actual celstted thereto, could be more or less than theattd amounts.

NOG's operations may be subject to various levels gegunental controls and regulations. These contiobl regulations may include, but may not be dichib, matters relating to land tenure and leashmgegal rights 1
produce hydrocarbons, drilling and production peast, environmental protection, marketing and pgapolicies, royalties, various taxes and levieduiding income tax and are subject to change friome to time. Such changes
governmental regulations and policies may causemwes of proved reserves actually recovered and aisof proved income actually received to diffgnsiicantly from the estimated quantities.

The estimates of proved reserves presented hermia based upon a detailed study of the propenieghich NOG owns an interest; however, we havennade any field examination of the properties. Mosideration we
given in this report to potential environmentablidies that may exist nor were any costs incluédpotential liabilities to restore and cleandgmages, if any, caused by past operating practices

Estimates of Reserve

The estimation of reserves involves two distindedminations. The first determination resultshie estimation of the quantities of recoverableanil gas and the second determination results iestimation of the uncertair
associated with those estimated quantities in decme with the definitions set forth by the Se@siand Exchange Commission’s Regulations Paré2li@(a). The process of estimating the quantitieeodverable oil and gas reset
relies on the use of certain generally acceptetyéecal procedures. These analytical procedurBisrfe three broad categories or methods: (1) grenfince-based methods; (2) volumebiésed methods; and (3) analogy. These me
may be used singularly or in combination by theres evaluator in the process of estimating thentities of reserves. Reserve evaluators musttséleanethod or combination of methods which irirtpeofessional judgment is m¢
appropriate given the nature and amount of religiglescience and engineering data available atinte ¢f the estimate, the established or anticipgedormance characteristics of the reservoir beingluated and the stage
development or producing maturity of the property.

In many cases, the analysis of the available genseiand engineering data and the subsequentritaipn of this data may indicate a range of fmesbutcomes in an estimate, irrespective of theéhateselected by tl
evaluator. When a range in the quantity of reseiseidentified, the evaluator must determine theemtainty associated with the incremental quastitf the reserves. If the reserve quantitieseatenated using the determini:
incremental approach, the uncertainty for eachrelisdncremental quantity of the reserves is adeedy the reserve category assigned by the ewalu@herefore, it is the categorization of reseguantities as proved, probable an
possible that addresses the inherent uncertairtyeiestimated quantities reported. For proveerves, uncertainty is defined by the SEC as reddemartainty wherein thegtiantities actually recovered are much more likieyn not ti
be achieved.” The SEC states that “probable reseave those additional reserves that are lesasirtéot be recovered than proved reserves but whigfether with proved reserves, are as likely dsmbe recovered. The SEC statt
that “possible reserves are those additional reservésitbdess certain to be recovered than probaklerves and the total quantities ultimately recovdrem a project have a low probability of exceegjproved plus probable pl
possible reserves.” All quantities of reservesinithe same reserve category must meet the SEitibefs as noted above.

Estimates of reserves quantities and their assati@serve categories may be revised in the fatsiglditional geoscience or engineering data beevaitable. Furthermore, estimates of reservestifies and their associai
reserve categories may also be revised due to fattiers such as changes in economic conditioss|teeof future operations, effects of regulatignrgovernmental agencies or geopolitical or econatskes as previously noted herein.




The proved reserves for the properties includediherere estimated by performance or analogy msthodll of the proved producing reserves attributatoleoroducing wells and/or reservoirs were estimhdy performanc
methods. These performance methods include, but may ndintied to, decline curve analysis which utilizegtrapolations of historical production and pressiata available through December, 2011 in thosescahere such di
were considered to be definitive. The data utlizethis analysis were furnished to Ryder ScotN@G or obtained from public data sources and wersidered sufficient for the purpose thereof.

Approximately 100 percent of the proved developed-producing and undeveloped reserves includedrhere estimated by analogy. The data utilizednfthe analogues were considered sufficient for the puepbsreof.

To estimate economically recoverable proved oil gasl reserves and related future net cash flowsonsider many factors and assumptions includingnbt limited to, the use of reservoir parametisved from geologice
geophysical and engineering data that cannot besuned directly, economic criteria based on curoests and SEC pricing requirements, and forecddtguwre production rates. Under the SEC regufetia10.410(a)(22)(v) and (26
proved reserves must be anticipated to be econdynipeoducible from a given date forward based otisting economic conditions including the pricesdarpsts at which economic producibility from a res@ is to be
determined. While it may reasonably be anticipaked the future prices received for the sale ofipction and the operating costs and other coktng to such production may increase or decréase those under existing econol
conditions, such changes were, in accordance wiés madopted by the SEC, omitted from considerationaking this evaluation.

NOG has informed us that they have furnished usfathe material accounts, records, geological emgineering data, and reports and other data estjfior this investigation. In preparing our forsicaf future prove
production and income, we have relied upon dataished by NOG with respect to property interest:i@dy production and well tests from examined weltsmal direct costs of operating the wells or ésather costs such
transportation and/or processing fees, ad valomesnpaoduction taxes, recompletion and developmests¢ abandonment costs after salvage, produasphiased on the SEC regulations, adjustments fereatitials to product price
geological structural and isochore maps, well legse analyses, and pressure measurements. Ryateréiewed such factual data for its reasonasispnhowever, we have not conducted an indeperdsfication of the data furnish
by NOG. We consider the factual data used inrép®rt appropriate and sufficient for the purpospreparing the estimates of reserves and futureevenues herein.

In summary, we consider the assumptions, data, adstnd analytical procedures used in this regmptapriate for the purpose hereof, and we have afleslich methods and procedures that we consieleessary ar
appropriate to prepare the estimates of reservesnheThe proved reserves included herein wererdehed in conformance with the United States Sgesrand Exchange Commission (SEC) Modernizatio®iband Gas Reportin
Final Rule, including all references to Regulati®iX and Regulation S-K, referred to herein colleglif as the “SEC Regulationslh our opinion, the proved reserves presentedigréport comply with the definitions, guidelinesd
disclosure requirements as required by the SEQaggnos.

Future Production Rates

For wells currently on production, our forecastsuséire production rates are based on historicebpmance data. If no production decline trend hesn established, future production rates werm ¢mistant, or adjusted for
effects of curtailment where appropriate, untileglthe in ability to produce was anticipated. Asiraated rate of decline was then applied to dipieif the reserves. If a decline trend has betaibéished, this trend was used as the
for estimating future production rates.

Test data and other related information were useestimate the anticipated initial production rafisthose wells or locations that are not curgemitoducing. For reserves not yet on producti@ess were estimated
commence at an anticipated date furnished by N@#@lls or locations that are not currently produamnagy start producing earlier or later than antigdan our estimates due to unforeseen factorsruguaschange in the timing to initic
production. Such factors may include delays duedather, the availability of rigs, the sequencdrifing, completing and/or recompleting wells @mdconstraints set by regulatory bodies.

The future production rates from wells currently moduction or wells or locations that are not eatly producing may be more or less than estimbeshuse of changes including, but not limited éservoir performanc
operating conditions related to surface facilitesnpression and artificial lift, pipeline capacityd/or operating conditions, producing market deirend/or allowables or other constraints set yletory bodies.




Hydrocarbon Prices

The hydrocarbon prices used herein are based onpBEE parameters using the average prices dunied 2month period prior to the ending date of the pexodered in this report, determined as the unweilatrithmeti
averages of the prices in effect on the first-d&yhe-month for each month within such period, unlessqwiwere defined by contractual arrangements.hfocarbon products sold under contract, the aohrices, including fixe
and determinable escalations, exclusive of inflatidjustments, were used until expiration of thetieet. Upon contract expiration, the prices wapisted to the 12-month unweighted arithmetic ayeras previously described.

NOG furnished us with the above mentioned averaigepin effect on December 31, 2011. These Irff2C hydrocarbon prices were determined usind ghmonth average first-day-of-tineenth benchmark prices appropr
to the geographic area where the hydrocarbonsadde $hese benchmark prices are prior to the adjeists for differentials as described herein. ®ise below summarizes the “benchmark prices” gité referencetised for th
geographic area included in the report. In ceg@iographic areas, the price reference and benghpriaes may be defined by contractual arrangements

The product prices that were actually used to detes the future gross revenue for each propertgaeadjustments to the benchmark prices for gyauality, local conditions, and/or distance framarket, referred to herein
“differentials.” The differentials used in the pegation of this report were furnished to us by NOG

In addition, the table below summarizes the netiwma@ weighted benchmark prices adjusted for diffeménand referred to herein as the “average redljrices.” The average realized prices shown in the tablenbelere
determined from the total future gross revenuereefooduction taxes and the total net reservethfogeographic area and presented in accordanteS®&IE disclosure requirements for each of the ggabic areas included in the report.

Average
Price Benchmark Average Realized
Geographic Arei Product Reference Prices Prices
North America
United State Oil/Condensats WTI Cushing $96.19/Bbl $90.17/Bbl
Gas Henry Hub $4.12/MMBTU $6.18/MCF

The effects of derivative instruments designateprace hedges of oil and gas quantities are négctfd in our individual property evaluations.
Costs

The operating costs furnished to us by NOG werepted as factual data and reviewed by us for tieaisonableness; however, we have not conductettapendent verification of the operating cost desed by NOG. N
deduction was made for loan repayments, intergstreses, or exploration and development prepayntiesttsvere not charged directly to the leases olswel

Development costs were furnished to us by NOG aedased on authorizations for expenditure forpifeposed work or actual costs for similar projecthe development costs furnished to us were aedegt factual data a
reviewed by us for their reasonableness; howevehave not conducted an independent verificatichese costs. The estimated net cost of abanddraftensalvage was included for properties whéandonment costs net of salv
were significant. The estimates of the net abandon costs furnished by NOG were accepted withwgpendent verification.

The proved developed non-producing and undevelopsetves in this reporthave been incorporated herein in accordance witeN@lans to develop these reserves as of Dece@ihe2011. The implementation of NOG’
development plans as presented to us and incogubharein is subject to the approval process addpteNOG5S management. As the result of our inquires dutitegcourse of preparing this report, NOG has imfst us that tt
development activities included herein have bedsjested to and received the internal approvalsirediby NOG5 management at the appropriate local, regiondoamdrporate level. In addition to the internppeovals as note
certain development activities may still be subjecspecific partner AFE processes, Joint Operatiggeement (JOA) requirements or other administeagipprovals external to NOG. Additionally, NOGsaformed us that they are
aware of any legal, regulatory, political or ecomoobstacles that would significantly alter thelams.

Current costs used by NOG were held constant tiutthe life of the properties.




Standards of Independence and Professional Quaktion

Ryder Scott is an independent petroleum engineedmgulting firm that has been providing petrolecmnsulting services throughout the world for oveventy years. Ryder Scott is employseaed and maintains offices
Houston, Texas; Denver, Colorado; and Calgary, Adh€anada. We have over eighty engineers anstigeuists on our permanent staff. By virtue &f size of our firm and the large number of cligotswvhich we provide services,
single client or job represents a material portibrour annual revenue. We do not serve as offioemirectors of any privately owned or publi¢haded oil and gas company and are separate aegendent from the operating :
investment decision-making process of our cliefftsis allows us to bring the highest level of indegence and objectivity to each engagement fosenvices.

Ryder Scott actively participates in industry-retaprofessional societies and organizes an anméicforum focused on the subject of reserveswatans and SEC regulations. Many of our staffehanthored or cauthore:
technical papers on the subject of reserves retads. We encourage our staff to maintain arithene their professional skills by actively papating in ongoing continuing education.

Prior to becoming an officer of the Company, Ry8eott requires that staff engineers and geoscistitave received professional accreditation infohe of a registered or certified professional ergirs license or a register
or certified professional geoscientist's licensethe equivalent thereof, from an appropriate gorental authority or a recognized self-regulatinofgssional organization.

We are independent petroleum engineers with respdd®G. Neither we nor any of our employees haweinterest in the subject properties and neitieemployment to do this work nor the compensadsamntingent on ol
estimates of reserves for the properties which weriewed.

The results of this study, presented herein, asedan technical analysis conducted by teams cfaigttists and engineers from Ryder Scott. Théepsional qualifications of the undersigned, thehtécal person primari
responsible for overseeing the evaluation of tisemees information discussed in this report, acugred as an attachment to this letter.

Terms of Usage

The results of our third party study, presentedejport form herein, were prepared in accordanchk thi¢ disclosure requirements set forth in the $&ulations and intended for public disclosure m&x%hibit in filings mad
with the SEC by NOG.

NOG makes periodic filings on Form ¥Owith the SEC under the 1934 Exchange Act. Furtivee, NOG has certain registration statementd fiéh the SEC under the 1933 Securities Act intdclv any subsequently fil
Form 10-K is incorporated by reference. We haveseated to the incorporation by reference in tigésteation statements on Form S-3 and/@ &-NOG of the references to our name as welbdke references to our third party re
for NOG, which appears in the December 31, 201liaihmeport on Form 10-K of NOG. Our written conisfam such use is included as a separate exhilditetdilings made with the SEC by NOG.

We have provided NOG with a digital version of treginal signed copy of this report letter. In #aeent there are any differences between the Higétaion included in filings made by NOG and thigimal signed report lette
the original signed report letter shall control augersede the digital version.

The data and work papers used in the preparatitiisfeport are available for examination by avittexl parties in our offices. Please contact weeifcan be of further service.

Very truly yours,
RYDER SCOTT COMPANY, L.P.
TBPE Firm Registration No. F-1580

\s\ James L. Baird

James L. Baird, P.E.

Colorado P.E. License No. 41521
Managing Senior Vice President




Professional Qualifications of Primary Technical Peson

The conclusions presented in this report are theltref technical analysis conducted by teams ofgientists and engineers from Ryder Scott CompaRyJames Larry Baird was the primary technicasge responsible for oversee
the estimate of the reserves.

Mr. Baird, an employee of Ryder Scott Company [(fyder Scott) since 2006, is a Managing Senior \Reesident and also serves as Manager of the Defffieg, responsible for coordinating and supengsstaff and consultir
engineers of the company in ongoing reservoir etaln studies worldwide. Before joining Ryder Scbtr. Baird served in a number of engineering pioss with Gulf Oil Corporation, Northern Naturab&and Questar Exploratior
Production. For more information regarding Mr. Bé&rgeographic and job specific experience, pleaf® to the Ryder Scott Company website at wwwergdott.com/Experience/Employees.

Mr. Baird earned a Bachelor of Science degree froR&m Engineering from the University of MissoatiRolla in 1970 and is a registered Professi&ngjineer in the States of Colorado and Utah. Hasis a member of the Society
Petroleum Engineers.

In addition to gaining experience and competencguph prior work experience, the Colorado and WBahrd of Professional Engineers recommend continetfucation annually, including at least one hauhe area of professiol
ethics, which Mr. Baird fulfills. As part of his 2@ continuing education hours, Mr. Baird attendadraernally presented sixteerhours of formalized training as well as a day Iguplic forum. Mr. Baird attended the 2011 F
Reserves Conference and various professional gqmiesentations specifically on the new SEC regpriatrelating to the definitions and disclosuredglines contained in the United States SecuritiesExchange Commission Title
Code of Federal Regulations, Modernization of @ifl &as Reporting, Final Rule released January @9 th the Federal Register. Mr. Baird attendea@additional sixteen hours of formalized wouse training as well as three day
formalized external training during 2011 coveringls topics as the SPE/WPC/AAPG/SPEE Petroleum Res®Management System, reservoir engineering,cgeue and petroleum economics evaluation methwdsedures ar
software and ethics for consultants. Mr. Baird wa®ynote speaker, presenting the Changing Landsifahe SEC Reporting, at the 2009 Unconventi@e International Conference held in Fort Worthsake

Based on his educational background, professioaalitg and more than 40 years of practical expegein the estimation and evaluation of petroleeserves, Mr. Baird has attained the professionaliftpations as a Resen
Estimator and Reserves Auditor set forth in Artitlef the “Standards Pertaining to the Estimatargl Auditing of Oil and Gas Reserves Informatiprdmulgated by the Society of Petroleum Enginesrsfdrebruary 19, 2007.
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