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EXPLANATORY NOTE

Northern Oil and Gas, Inc. is filing this Amendment No. 2 to its Annual Report on Form 10-K for the year ended
December 31, 2009 filed with the Securities and Exchange Commission (the “SEC”) on March 8, 2010, as amended by
Amendment No. 1 to the Form 10-K filed with the SEC on April 30, 2010.  Our Annual Report on Form 10-K and
Amendment No. 1 to that Annual Report are collectively referred to as the “Original Filings”.  This Amendment No. 2 is
being filed to enhance certain disclosures set forth in the Original Filings.

Except where specifically indicated, this Amendment No. 2 to Form 10-K does not reflect events occurring after the
filing of the Original Filings or modify or update those disclosures affected by subsequent events. Consequently, all
other information is unchanged and reflects the disclosures made at the time of the filing of the Original
Filings.  Except as expressly set forth in this Form 10-K/A, the Original Filings  have not been amended, updated or
otherwise modified.

PART I

Item 1.  Business

Overview

Our company took its present form on March 20, 2007, when Northern Oil and Gas, Inc. (“Northern”), a Nevada
corporation engaged in our company’s current business, merged with and into our subsidiary, with Northern remaining
as the surviving corporation (the “Merger”).  Northern then merged into us, and we were the surviving corporation.  We
then changed our name to Northern Oil and Gas, Inc.  As a result of the Merger, Northern was deemed to be the
acquiring company for financial reporting purposes and the transaction has been accounted for as a reverse
merger.  The financial statements presented in our company’s December 31, 2006, Form 10-KSB report were the
historical financial statements of Kentex Petroleum, Inc., the predecessor company.  Additional material terms of the
Merger are detailed in our company’s Current Report on Form 8-K filed with the SEC on December 19,
2006.  Following the Merger, our main business focus has been directed to oil and gas exploration and
development.  Unless specifically stated otherwise, our primary operations are now those formerly operated by
Northern as well as other business activities since March 2007.

On March 17, 2008 our company received an approval letter to begin trading on the American Stock Exchange (the
“AMEX”).  Our common stock commenced trading on the AMEX on March 26, 2008 under the symbol “NOG.”  Our
common stock commenced trading on the floor of the NYSE on the NYSE Amex Equities Market platform upon
completion of NYSE Euronext’s acquisition of the American Stock Exchange.

Business

We are a growth-oriented independent energy company engaged in the acquisition, exploration, exploitation and
development of oil and natural gas properties, and have focused our activities primarily on projects based in the Rocky
Mountain Region of the United States, specifically the Bakken and Three Forks/Sanish formations within the
Williston Basin.  We believe that we are able to create value via strategic acreage acquisitions and convert that value
or portion thereof into production by utilizing experienced industry partners specializing in the specific areas of
interest.  We have targeted specific prospects and began drilling for oil in the Williston Basin region in the fourth
fiscal quarter of 2007.  As of March 1, 2010, we owned working interests in 188 successful discoveries, consisting of
185 targeting the Bakken/Three Forks formation and three targeting a Red River structure.

Edgar Filing: NORTHERN OIL & GAS, INC. - Form 10-K/A

5



As an exploration company, our business strategy is to identify and exploit repeatable and scalable resource plays that
can be quickly developed and at low costs.  We also intend to take advantage of our expertise in aggressive land
acquisition to pursue exploration and development projects as a non-operating working interest partner, participating
in drilling activities primarily on a heads-up basis proportionate to our working interest.  Our business does not
depend upon any intellectual property, licenses or other proprietary property unique to our company, but instead
revolves around our ability to acquire mineral rights and participate in drilling activities by virtue of our ownership of
such rights and through the relationships we have developed with our operating partners.  We believe our competitive
advantage lies in our ability to acquire property, specifically in the Williston Basin, in a nimble and efficient fashion.

We are focused on maintaining a low overhead structure.  We believe we are in a position to most efficiently exploit
and identify high production oil and gas properties due to our unique non-operator model through which we are able
to diversify our risk and participate in the evolution of technology by the collective expertise of those operators with
which we partner.  We intend to continue to carefully pursue the acquisition of properties that fit our profile.

2
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Reserves

We completed our initial reservoir engineering calculations in the first fiscal quarter of 2008 and recently completed
our most current reservoir engineering calculation as of December 31, 2009.  Our independent reservoir engineering
firm did not calculate proved undeveloped reserves as of December 31, 2008, because we had not participated in a
sufficient number wells to substantiate our proved undeveloped reserves at that time.  As such, we cannot quantify the
amount of proved undeveloped reserves converted to proved developed reserves during 2009.

We completed our initial calculation of proved undeveloped reserves as of December 31, 2009, which had the effect
of increasing our total proved reserves.  We substantially increased our proved reserves from December 31, 2008 to
December 31, 2009, primarily as a result of increased drilling activity involving our acreage.  We accrued
approximately $22,655,438 of capital expenditures for drilling activities during the year ended December 31, 2009,
which directly contributed to the increase in our proved developed reserves.  Because we did not have an estimate of
our proved undeveloped reserves as of December 31, 2008, our entire capital expenditures for drilling activities in
2009 contributed to the creation of proved developed reserves.  No other expenditures materially contributed to
creation of proved developed reserves in 2009.  We expect that our proved undeveloped reserves will continue to be
converted to proved developed producing reserves as additional wells are drilled including our acreage.  We do not
have any material amounts of proved undeveloped reserves that have remained undeveloped for five years or more.

At year-end, we had completed drilling on approximately 10% of our Bakken prospective acreage inventory assuming
640-acre spacing units.  The value of our reserves is calculated by determining the present value of estimated future
revenues to be generated from the production of our proved reserves, net of estimated lease operating expenses,
production taxes and future development costs.  All of our proved reserves are located in North Dakota and Montana.

Preparation of our reserve report is outlined in our Sarbanes-Oxley Act Section 404 internal control procedures.  Our
procedures require that our reserve report be prepared by a third-party registered independent engineering firm at the
end of every year based on information we provide to such engineer.  We accumulate historical production data for
our wells, calculate historical lease operating expenses and differentials, update working interests and net revenue
interests, obtain updated authorizations for expenditure (AFEs) from our operations department and obtain geological
and geophysical information from operators.  This data is forwarded to our third-party engineering firm for review and
calculation.  Our Chief Financial Officer provides a final review of our reserve report and the assumptions relied upon
in such report.

We have utilized Ryder Scott Company, LP (“Ryder Scott”), an independent reservoir engineering firm, as our
third-party engineering firm beginning with the preparation of our December 31, 2008 reserve report.  The selection of
Ryder Scott was approved by our Audit Committee.  Ryder Scott is one of the largest reservoir-evaluation consulting
firms and evaluates oil and gas properties and independently certifies petroleum reserves quantities for various clients
throughout the United States and internationally.  Ryder Scott has substantial experience calculating the reserves of
various other companies with operations targeting the Bakken and Three Forks formations and, as such, we believe
Ryder Scott has sufficient experience to appropriately determine our reserves.  Ryder Scott utilizes proprietary
technology, systems and data to calculate our reserves commensurate with this experience.

The tables below summarize our estimated proved reserves as of December 31, 2009 based upon reports prepared by
Ryder Scott. The reports of our estimated proved reserves in their entirety are based on the information we provide to
them.  Ryder Scott is a Colorado Registered Engineering Firm (F-1580).  Our primary contact at Ryder Scott is
Richard J. Marshall P.E., Vice President.  Mr. Marshall is a State of Colorado Licensed Professional Engineer
(License #23260).

Edgar Filing: NORTHERN OIL & GAS, INC. - Form 10-K/A

7



In accordance with applicable requirements of the Securities and Exchange Commission (“SEC”), estimates of our net
proved reserves and future net revenues are made using average prices at the beginning of each month in the 12-month
period prior to the date of such reserve estimates and are held constant throughout the life of the properties (except to
the extent a contract specifically provides for escalation).

The reserves set forth in the Ryder Scott report for the properties are estimated by performance methods or
analogy.  In general, reserves attributable to producing wells and/or reservoirs are estimated by performance methods
such as decline curve analysis which utilizes extrapolations of historical production data.  Reserves attributable to
non-producing and undeveloped reserves included in our report are estimated by analogy.  The estimates of the
reserves, future production, and income attributable to properties are prepared using the economic software package
Aries for Windows, a copyrighted program of Halliburton.

To estimate economically recoverable oil and gas reserves and related future net cash flows, we consider many factors
and assumptions including, but not limited to, the use of reservoir parameters derived from geological, geophysical
and engineering data which cannot be measured directly, economic criteria based on current costs and SEC pricing
requirements, and forecasts of future of production rates.  Under the SEC regulations 210.4-10(a)(22)(v) and (26),
proved reserves must be demonstrated to be economically producible based on existing economic conditions including
the prices and costs at which economic producibility from a reservoir is to be determined as of the effective date of the
report.  With respect to the property  interests owned, production and well tests from examined wells, normal direct
costs of operating  the wells or leases, other costs such as transportation and/or processing fees, production taxes,
recompletion and development costs, product prices based on the SEC regulations, geological maps, well logs, core
analyses, and pressure measurements.

3
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The reserve data set forth in the Ryder Scott report represents only estimates, and should not be construed as being
exact quantities.  They may or may not be actually recovered, and if recovered, the revenues therefrom and the actual
costs related thereto could be more or less than the estimated amounts.  Moreover, estimates of reserves may increase
or decrease as a result of future operations.

Reservoir engineering is a subjective process of estimating underground accumulations of oil and natural gas that
cannot be measured in an exact manner.  There are numerous uncertainties inherent in estimating oil and natural gas
reserves and their estimated values, including many factors beyond our control.  The accuracy of any reserve estimate
is a function of the quality of available data and of engineering and geologic interpretation and judgment.  As a result,
estimates of different engineers, including those used by us, may vary.  In addition, estimates of reserves are subject to
revision based upon actual production, results of future development and exploration activities, prevailing oil and
natural gas prices, operating costs and other factors.  The revisions may be material. Accordingly, reserve estimates
are often different from the quantities of oil and natural gas that are ultimately recovered and are highly dependent
upon the accuracy of the assumptions upon which they are based.  Our estimated net proved reserves, included in our
SEC filings, have not been filed with or included in reports to any other federal agency. See “Item 1A. Risk Factors –
Estimates of oil and natural gas reserves that we make may be inaccurate and our actual revenues may be lower than
our financial projections.”

Ryder Scott prepared two separate reserve reports valuing our proved reserves at December 31, 2009.  The reports
value only our proved reserves and do not value our probable reserves or our possible reserves.  Both tables account
for straight-line pricing of crude oil and natural gas at constant prices over the expected life of our wells.  Our “SEC
Pricing Proved Reserves” were calculated using oil and gas price parameters established by current SEC guidelines and
Financial Accounting Standard Board guidance.  Our “Sensitivity Case Proved Reserves” were calculated using higher
assumed values for crude oil and natural gas selected at our discretion to better reflect our current expectations
because the SEC pricing parameters are significantly lower than current market prices and our average realized price
per barrel at December 31, 2009.  The Sensitivity Case Proved Reserves table provided below is intended to illustrate
reserve sensitivities to the commodity prices.  These sensitivity prices were selected because they are consistent with
the prior SEC methodology utilizing year-end pricing.  The “Sensitivity Case Proved Reserves” should not be confused
with “SEC Pricing Proved Reserves” as outlined below and does not comply with SEC pricing assumptions, but does
comply with all other definitions.

SEC Pricing Proved Reserves(1)

Crude Oil
(barrels)

Natural
Gas

(cubic feet)

Total
(barrels of oil
equivalent)(2)

Pre-Tax
PV10%
Value(3)

PDP Properties(4) 1,647,031 513,112 1,732,550 $37,784,555
PDNP Properties(5) 600,687 214,125 636,375 $12,795,237
PUD Properties(6) 3,567,861 1,033,686 3,740,141 $37,232,700

Total Proved Properties: 5,815,579 1,760,923 6,109,066 $87,812,492

Sensitivity Case Proved Reserves(1)

Crude Oil
(barrels)

Natural
Gas

(cubic feet)

Total
(barrels of oil
equivalent)(2)

Pre-Tax
PV10%
Value(3)

PDP Properties(4) 1,730,728 529,657 1,819,004 $54,303,781
PDNP Properties(5) 630,542 224,383 667,939 $19,378,670
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PUD Properties(6) 7,447,783 3,508,210 8,032,485 $93,901,002
Total Proved Properties: 9,809,053 4,262,250 10,519,428 $167,583,453

______________

(1) The SEC Pricing Proved Reserves table above values oil and gas reserve quantities and related
discounted future net cash flows as of December 31, 2009 assuming a constant realized price of
$53.00 per barrel of crude oil and a constant realized price of $3.93 per 1,000 cubic feet (Mcf) of
natural gas.
The Sensitivity Case Proved Reserves table above values oil and gas reserve quantities and related
discounted future net cash flows as of December 31, 2009 assuming a constant realized price of
$71.82 per barrel of crude oil and a constant realized price of $5.07 per 1,000 cubic feet (Mcf) of
natural gas, which prices are consistent with prior SEC pricing methodology.
The Sensitivity Case Proved Reserves table is intended to illustrate reserve sensitivities to the
commodity prices.  These sensitivity prices were selected because they are consistent with the prior
SEC methodology utilizing year-end pricing.  The “Sensitivity Case Proved Reserves” should not be
confused with “SEC Pricing Proved Reserves” as outlined above and does not comply with SEC
pricing assumptions, but does comply with all other definitions.

The values presented in both tables above were calculated by Ryder Scott.
(2) Barrels of oil equivalent (“BOE”) are computed based on a conversion ratio of one BOE for each

barrel of crude oil and one BOE for every 6,000 cubic feet (i.e., 6 Mcf) of natural gas.
(3) Pre-tax PV10% may be considered a non-GAAP financial measure as defined by the SEC and is

derived from the standardized measure of discounted future net cash flows, which is the most
directly comparable standardized financial measure.  Pre-tax PV10% is computed on the same basis
as the standardized measure of discounted future net cash flows but without deducting future income
taxes.  We believe Pre-tax PV10% is a useful measure for investors for evaluating the relative
monetary significance of our oil and natural gas properties.  We further believe investors may utilize
our Pre-tax PV10% as a basis for comparison of the relative size and value of our reserves to other
companies because many factors that are unique to each individual company impact the amount of
future income taxes to be paid.  Our management uses this measure when assessing the potential
return on investment related to our oil and gas properties and acquisitions.  However, Pre-tax
PV10% is not a substitute for the standardized measure of discounted future net cash flows.  Our
Pre-tax PV10% and the standardized measure of discounted future net cash flows do not purport to
present the fair value of our oil and natural gas reserves.

(4) “PDP” consists of our proved developed producing reserves.
(5) “PDNP” consists of our proved developed nonproducing reserves, awaiting completion.
(6) “PUD” consists of our proved undeveloped reserves present valued net of development cost.

4
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Our December 31, 2009 reserve report includes an assessment of proven undeveloped locations, which includes
approximately 93% of our undeveloped acreage.  Our current North Dakota and Montana acreage position will allow
us to drill approximately 162 net wells based on 640-acre spacing units with production from a single prospect.  With
320-acre spacing units we have the ability to drill a total of approximately 578 net wells, including 255 net wells
targeting the Bakken formation, 255 net wells targeting the Three Forks formation and 68 net wells targeting the Red
River formation.

The tables above assume prices and costs discounted using an annual discount rate of 10% without future escalation,
without giving effect to non-property related expenses such as general and administrative expenses, debt service and
depreciation, depletion and amortization, or federal income taxes.  The “Pre-tax PV10%” values of our proved reserves
presented in the foregoing tables may be considered a non-GAAP financial measure as defined by the SEC.

The following table reconciles the Pre-tax PV10% value of our SEC Pricing Proved Reserves to the standardized
measure of discounted future net cash flows.

SEC Pricing Proved Reserves
Standardized Measure Reconciliation
Pre-tax Present Value of estimated future net revenues (Pre-tax PV10%) $87,812,492
Future income taxes, discounted at 10% (20,005,931)
Standardized measure of discounted future net cash flows $67,806,561

5
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The following table reconciles the Pre-tax PV10% value of our Sensitivity Case Proved Reserves to the standardized
measure of discounted future net cash flows.

Sensitivity Case Proved Reserves
Standardized Measure Reconciliation
Pre-tax Present Value of estimated future net revenues (Pre-tax PV10%) $167,583,453
Future income taxes, discounted at 10% (50,995,503 )
Standardized measure of discounted future net cash flows $116,587,950

Uncertainties are inherent in estimating quantities of proved reserves, including many risk factors beyond our
control.  Reserve engineering is a subjective process of estimating subsurface accumulations of oil and natural gas that
cannot be measured in an exact manner.  As a result, estimates of proved reserves may vary depending upon the
engineer valuing the reserves.  Further, our actual realized price for our crude oil and natural gas is not likely to
average the pricing parameters used to calculate our proved reserves.  As such, the oil and natural gas quantities and
the value of those commodities ultimately recovered from our properties will vary from reserve estimates.

Additional discussion of our proved reserves is set forth under the heading “Supplemental Oil and Gas Information” to
our financial statements included later in this report.

Recent Developments

During 2009, we continued to focus our operations on acquiring leaseholds and drilling exploratory and
developmental wells in the Rocky Mountain Region of the United States, specifically the Williston Basin.  We
acquired an aggregate of 20,316 additional net mineral acres during 2009, primarily in Mountrail and Dunn Counties
of North Dakota but also in Burke, Divide, McKenzie, Williams and other counties of North Dakota.  As of December
31, 2009, we had participated in the completion of 176 gross wells with a 100% success rate in the Bakken and Three
Forks formations.  As of December 31, 2009, our principal assets included approximately 104,000 net acres located in
the Williston Basin region of the northern United States and approximately 10,000 net acres located in Yates County,
New York, as more fully described under the heading “Properties – Leasehold Properties” in Item 2 of this report.

During 2009, we continued to acquire interests in oil, gas and mineral leases with the intention of increasing our
acreage positions in desired prospects.  A complete discussion of our significant acquisitions during the past fiscal
year is included under the heading “Properties – Recent Acreage Acquisitions” in Item 2 of this report.

Production Methods

We primarily engage in oil and gas exploration and production by participating on a “heads-up” basis alongside
third-party interests in wells drilled and completed in spacing units that include our acreage.  We typically depend on
drilling partners to propose, permit and initiate the drilling of wells.  Prior to commencing drilling, our partners are
required to provide all owners of oil, gas and mineral interests within the designated spacing unit the opportunity to
participate in the drilling costs and revenues of the well to the extent of their pro-rata share of such interest within the
spacing unit.  In 2009, we participated in the drilling of all new wells that included any of our acreage.  We will assess
each drilling opportunity on a case-by-case basis going forward and participate in wells that we expect to meet our
return thresholds based upon our estimates of ultimate recoverable oil and gas, expertise of the operator and
completed well cost from each project, as well as other factors.  At the present time we expect to participate pursuant
to our working interest in substantially all, if not all, of the wells proposed to us.

We do not manage our commodities marketing activities internally, but our operating partners generally market and
sell oil and natural gas produced from wells in which we have an interest.  Our operating partners coordinate the
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transportation of our oil production from our wells to appropriate pipelines pursuant to arrangements that such
partners negotiate and maintain with various parties purchasing the production.  We understand that our partners
generally sell our production to a variety of purchasers at prevailing market prices under separately negotiated
short-term contracts.  The price at which production is sold generally is tied to the spot market for crude oil.  Williston
Basin Light Sweet Crude from the Bakken source rock is generally 41-42 API oil and is readily accepted into the
pipeline infrastructure.  The weighted average differential reported to us by our producers during the second half of
2009 was $8.57 per barrel below New York Mercantile Exchange (NYMEX) pricing.  This differential represents the
imbedded transportation costs in moving the oil from wellhead to refinery.

6
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Competition

The oil and natural gas industry is intensely competitive, and we compete with numerous other oil and gas exploration
and production companies.  Some of these companies have substantially greater resources than we have.  Not only do
they explore for and produce oil and natural gas, but also many carry on midstream and refining operations and
market petroleum and other products on a regional, national or worldwide basis.  The operations of other companies
may be able to pay more for exploratory prospects and productive oil and natural gas properties.  They may also have
more resources to define, evaluate, bid for and purchase a greater number of properties and prospects than our
financial or human resources permit.

Our larger or integrated competitors may have the resources to be better able to absorb the burden of existing, and any
changes to federal, state, and local laws and regulations more easily than we can, which would adversely affect our
competitive position.  Our ability to discover reserves and acquire additional properties in the future will be dependent
upon our ability and resources to evaluate and select suitable properties and to consummate transactions in this highly
competitive environment.  In addition, we may be at a disadvantage in producing oil and natural gas properties and
bidding for exploratory prospects, because we have fewer financial and human resources than other companies in our
industry.  Should a larger and better financed company decide to directly compete with us, and be successful in its
efforts, our business could be adversely affected.

Marketing and Customers

The market for oil and natural gas that we will produce depends on factors beyond our control, including the extent of
domestic production and imports of oil and natural gas, the proximity and capacity of natural gas pipelines and other
transportation facilities, demand for oil and natural gas, the marketing of competitive fuels and the effects of state and
federal regulation.  The oil and gas industry also competes with other industries in supplying the energy and fuel
requirements of industrial, commercial and individual consumers.

Our oil production is expected to be sold at prices tied to the spot oil markets.  Our natural gas production is expected
to be sold under short-term contracts and priced based on first of the month index prices or on daily spot market
prices.  We rely on our operating partners to market and sell our production.  Our operating partners involve a variety
of exploration and production companies, from large publicly-traded companies to small, privately-owned
companies.  We do not believe the loss of any single operator would have a material adverse effect on our company as
a whole.

Principal Agreements Affecting Our Ordinary Business

We do not own any physical real estate, but, instead, our acreage is comprised of leasehold interests subject to the
terms and provisions of lease agreements that provide our company the right to drill and maintain wells in specific
geographic areas.  All lease arrangements that comprise our acreage positions are established using industry-standard
terms that have been established and used in the oil and gas industry for many years.  Some of our leases may be
acquired from other parties that obtained the original leasehold interest prior to our acquisition of the leasehold
interest.

In general, our lease agreements stipulate five year terms.  Bonuses and royalty rates are negotiated on a case-by-case
basis consistent with industry standard pricing.  Once a well is drilled and production established, the well is
considered “held by production,” meaning the lease continues as long as oil is being produced.  Other locations within
the drilling unit created for a well may also be drilled at any time with no time limit as long as the lease is held by
production.  Given the current pace of drilling in the Bakken play at this time, we do not believe lease expiration
issues will materially affect our North Dakota position.
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Governmental Regulation and Environmental Matters

Our operations are subject to various rules, regulations and limitations impacting the oil and natural gas exploration
and production industry as whole.

Regulation of Oil and Natural Gas Production

Our oil and natural gas exploration, production and related operations, when developed, are subject to extensive rules
and regulations promulgated by federal, state, tribal and local authorities and agencies.  For example, North Dakota
and Montana require permits for drilling operations, drilling bonds and reports concerning operations and impose
other requirements relating to the exploration and production of oil and natural gas.  Such states may also have
statutes or regulations addressing conservation matters, including provisions for the unitization or pooling of oil and
natural gas properties, the establishment of maximum rates of production from wells, and the regulation of spacing,
plugging and abandonment of such wells.  Failure to comply with any such rules and regulations can result in
substantial penalties.  The regulatory burden on the oil and gas industry will most likely increase our cost of doing
business and may affect our profitability.  Although we believe we are currently in substantial compliance with all
applicable laws and regulations, because such rules and regulations are frequently amended or reinterpreted, we are
unable to predict the future cost or impact of complying with such laws.  Significant expenditures may be required to
comply with governmental laws and regulations and may have a material adverse effect on our financial condition and
results of operations.

7
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Environmental Matters

Our operations and properties are subject to extensive and changing federal, state and local laws and regulations
relating to environmental protection, including the generation, storage, handling, emission, transportation and
discharge of materials into the environment, and relating to safety and health.  The recent trend in environmental
legislation and regulation generally is toward stricter standards, and this trend will likely continue.  These laws and
regulations may:

▪  require the acquisition of a permit or other authorization before construction or drilling commences and for certain
other activities;

▪  limit or prohibit construction, drilling and other activities on certain lands lying within wilderness and other
protected areas; and

▪  impose substantial liabilities for pollution resulting from its operations.

The permits required for our operations may be subject to revocation, modification and renewal by issuing
authorities.  Governmental authorities have the power to enforce their regulations, and violations are subject to fines
or injunctions, or both.  In the opinion of management, we are in substantial compliance with current applicable
environmental laws and regulations, and have no material commitments for capital expenditures to comply with
existing environmental requirements.  Nevertheless, changes in existing environmental laws and regulations or in
interpretations thereof could have a significant impact on our company, as well as the oil and natural gas industry in
general.

The Comprehensive Environmental, Response, Compensation, and Liability Act (“CERCLA”) and comparable state
statutes impose strict, joint and several liability on owners and operators of sites and on persons who disposed of or
arranged for the disposal of “hazardous substances” found at such sites.  It is not uncommon for the neighboring
landowners and other third parties to file claims for personal injury and property damage allegedly caused by the
hazardous substances released into the environment.  The Federal Resource Conservation and Recovery Act (“RCRA”)
and comparable state statutes govern the disposal of “solid waste” and “hazardous waste” and authorize the imposition of
substantial fines and penalties for noncompliance.  Although CERCLA currently excludes petroleum from its
definition of “hazardous substance,” state laws affecting our operations may impose clean-up liability relating to
petroleum and petroleum related products.  In addition, although RCRA classifies certain oil field wastes as
“non-hazardous,” such exploration and production wastes could be reclassified as hazardous wastes thereby making
such wastes subject to more stringent handling and disposal requirements.

The Endangered Species Act (“ESA”) seeks to ensure that activities do not jeopardize endangered or threatened animal,
fish and plant species, nor destroy or modify the critical habitat of such species.  Under ESA, exploration and
production operations, as well as actions by federal agencies, may not significantly impair or jeopardize the species or
its habitat.  ESA provides for criminal penalties for willful violations of the Act.  Other statutes that provide protection
to animal and plant species and that may apply to our operations include, but are not necessarily limited to, the Fish
and Wildlife Coordination Act, the Fishery Conservation and Management Act, the Migratory Bird Treaty Act and the
National Historic Preservation Act.  Although we believe that our operations will be in substantial compliance with
such statutes, any change in these statutes or any reclassification of a species as endangered could subject our
company to significant expenses to modify our operations or could force our company to discontinue certain
operations altogether.

Climate Change
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Significant studies and research have been devoted to climate change and global warming, and climate change has
developed into a major political issue in the United States and globally.  Certain research suggests that greenhouse gas
emissions contribute to climate change and pose a threat to the environment.  Recent scientific research and political
debate has focused in part on carbon dioxide and methane incidental to oil and natural gas exploration and
production.  Many states and the federal government have enacted legislation directed at controlling greenhouse gas
emissions, and future legislation and regulation could impose additional restrictions or requirements in connection
with our drilling and production activities and favor use of alternative energy sources, which could increase operating
costs and demand for oil products.  As such, our business could be materially adversely affected by domestic and
international legislation targeted at controlling climate change.
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Employees

We currently have eight full time employees.  Our Chief Executive Officer—Michael Reger—and our Chief Financial
Officer—Ryan Gilbertson—are responsible for all material policy-making decisions.  They are assisted in the
implementation of our company’s business by our Vice President of Operations and our General Counsel.  All
employees have entered into written employment agreements.  As drilling production activities continue to increase,
we may hire additional technical or administrative personnel as appropriate.  We do not expect a significant change in
the number of full time employees over the next 12 months, assuming our currently-projected drilling plan.  We are
using and will continue to use the services of independent consultants and contractors to perform various professional
services, particularly in the area of land services and reservoir engineering.  We believe that this use of third-party
service providers enhances our ability to contain general and administrative expenses.

Office Locations

Our executive offices are located at 315 Manitoba Avenue, Suite 200, Wayzata, Minnesota 55391.  Our office space
consists of 3,044 square feet leased pursuant to a five-year office lease agreement that commenced in February
2008.  We believe our current office space is sufficient to meet our needs for the foreseeable future.

Financial Information about Segments and Geographic Areas

We have not segregated our operations into geographic areas given the fact that all of our production activities occur
within the Williston Basin.

Available Information – Reports to Security Holders

Our website address is www.northernoil.com.  We make available on this Website under “Investor Relations,” free of
charge, our annual reports on Form 10-K (formerly Form 10-KSB), quarterly reports on Form 10-Q (formerly Form
10-QSB), current reports on Form 8-K and amendments to those reports as soon as reasonably practicable after we
electronically file those materials with, or furnish those materials to, the SEC.  These filings are also available to the
public at the SEC’s Public Reference Room at 100 F Street, NE, Room 1580, Washington, DC 20549.  The public may
obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330.  Electronic
filings with the SEC are also available on the SEC internet website at www.sec.gov.

We have also posted to our website our Audit Committee Charter, Compensation Committee Charter, Nominating
Committee Charter and our Code of Business Conduct and Ethics, in addition to all pertinent company contact
information.

Item 2.  Properties

Leasehold Properties

As of December 31, 2009, our principal assets included approximately 104,000 net acres located in the Williston
Basin region of the northern United States and approximately 10,000 net acres located in Yates County, New York,
more fully described as follows:

▪  Approximately 30,400 net acres located in Mountrail County North Dakota, within and surrounding to the north
south and west of the Parshall Field currently being developed by EOG Resources, Slawson Exploration Company,
Inc. (“Slawson”) and others to target the Bakken Shale;
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▪  Approximately 26,800 net acres located in Dunn County, North Dakota, in which we are targeting the Bakken Shale
and Three Forks/Sanish formations;

▪  Approximately 10,000 net acres located in Burke and Divide Counties of North Dakota, targeting the Bakken Shale
and Three Forks/Sanish formations near significant drilling activities by Continental Resources;

▪  Approximately 8,900 net acres located in McKenzie, Williams and Mercer Counties North Dakota, in which we are
targeting the Bakken Shale;

▪  Approximately 22,400 net acres located in Sheridan County, Montana, representing a stacked pay prospect over
which we have significant proprietary 3-D seismic data;

▪  Approximately 5,500 net acres located in Roosevelt and Richland Counties Montana, in which we are targeting the
Bakken Shale; and

▪  Approximately 10,000 net acres located in the “Finger Lakes” region of Yates County, New York, in which we are
targeting natural gas production from the Trenton/Black River, Marcellus and Queenstown-Medina formations.

We believe the Bakken formation represents one of the most oil rich, rapidly developing and exciting plays in the
Continental United States.  We commenced drilling on the Bakken properties in late 2007 and increased drilling
activities quarter-over-quarter throughout 2008 and 2009.

9
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Recent Acreage Acquisitions

In 2009, we acquired leasehold interests covering an aggregate of 20,316 net mineral acres in our key prospect
areas.  The discussion that follows summarizes these acquisitions.

On May 22, 2009, we entered into an agreement with Slawson pursuant to which we acquired certain North Dakota
Bakken assets from Windsor Bakken LLC as part of a syndicate led by Slawson.  In the transaction we acquired leases
covering 3,323 net mineral acres.

On November 3, 2009, we acquired 24 high working interest sections comprising approximately 11,274 net acres
located in western McKenzie and Williams Counties of North Dakota.  We acquired a 50% participation interest in
these properties with Slawson and will participate in drilling on a heads-up basis.  These properties are proximal to
several recent high-rate producing wells.  We expect to begin drilling these properties in early 2011.

On November 13, 2009, we entered into an agreement with Slawson pursuant to which we acquired a 20%
participation interest in Slawson’s Big Sky Project in Richland County, Montana.  The project area encompasses
11,586 net acres of leases.

On November 17, 2009, we entered into an Exploration and Development Agreement with Area of Mutual Interest
with Slawson pursuant to which we acquired a 30% participation interest in Slawson’s Anvil Project in Williams
County, North Dakota and Roosevelt County, Montana.  The project area encompasses 12,500 net acres of leases.

In addition to acquiring acreage through large block acquisitions, we have organically acquired approximately 5,289
net mineral acres in our key prospect areas.

Developed and Undeveloped Acreage

The following table summarizes our estimated gross and net developed and undeveloped acreage by county at
December 31, 2009.   Net acreage represents our percentage ownership of gross acreage.  The following table does not
include acreage in which our interest is limited to royalty and overriding royalty interests.

Developed Acreage Undeveloped Acreage Total Acreage
Gross Net Gross Net Gross Net

North Dakota 44,076 7,433 396,685 68,084 440,761 75,516
Montana 1,046 479 32,514 27,459 33,560 27,938
New York 0 0 10,000 10,000 10,000 10,000

Total: 45,122 7,912 439,199 105,542 484,321 113,454

As of December 31, 2009, approximately 7,912 net acres have been developed and approximately 105,542 net acres
are undeveloped.  As of December 31, 2009, leases covering approximately 24,176 net acres in Sheridan County,
Montana, are scheduled to expire during the 2010 calendar year.  None of the leases expiring during the 2010 calendar
year comprise a majority ownership of any single drilling unit.  The Company believes that the 24,176 net acres in
Sheridan County, Montana scheduled to expire during the 2010 calendar year do not represent a material percentage
of our total dollar investment into our overall acreage position.  Since inception the Company has deployed
approximately $51 million into its total net acres through December 31, 2009.  The Sheridan County, Montana
acreage represents less than 5% of the Company’s total investment on acreage acquisitions from inception through
December 31, 2009.  In addition, none of the acreage was included when calculating the Company’s reserves at
December 31, 2008 or December 31, 2009.  As such, we do not consider the expiration of this undeveloped acreage to
be material.
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Production History

The following table presents information about our produced oil and gas volumes during each fiscal quarter in 2009
and the year ended December 31, 2009.  The table below does not provide any information for our fiscal year ended
December 31, 2007 because we did not commence drilling activities until the fourth fiscal quarter of 2007 and did not
receive payment or recognize revenue from crude oil or natural gas sales in 2007.  As of December 31, 2009, we were
selling oil and natural gas from a total of 179 gross wells, all of which are located within the Williston Basin.  As of
December 31, 2008, we were selling oil and natural gas from a t
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