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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

b ANNUAL REPORT UNDER SECTION 13 OR 15(d) OF THE SERIFIES EXCHANGE ACT OF
1934 (FEE REQUIRED)

For the fiscal year ended December 31, 2011

0 TRANSACTION REPORT UNDER SECTION 13 OR 15(d) OF TBECURITIES EXCHANGE AC
OF 1934 (NO FEE REQUIRED)

For the transaction period from to

Commission File No. 000-31199

U.S. RARE EARTHS, INC.

(Formerly Colorado Rare Earths, Inc.)
(Exact Name of Issuer as specified in its charter)

Nevads 87-063833¢
(State or other jurisdiction of (IRS Employer File Number)
incorporation)
12 Gunnebo Drive, Lonoke, Arkans 72086
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offices)

(501) 6762994

(Registrant's telephone number, including area)ode

Securities registered pursuant to Section 12 (bh@Exchange Act:

None None
(Title of each class) (Name of each exchangeluich
registered

Securities registered pursuant to Section 12 (the@Exchange Act:
Common
(Title of Class)

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405¢0f th
Securities Act.o Yes p No

Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 orti®ecl5
(d) of the Exchange Acto Yes b No

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Secti® or
15(d) of the Exchange Act during the past 12 mofh$or such shorter period that the registrant wa



required to file such reports), and (2) has bedjestito such filing requirements for the past 89 p
Yes o0 No

Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpo¥aeh
site, if any, every Interactive Data File requitede submitted and posted pursuant to Rule 405 of
Regulation S-T during the preceding 12 monthsdosstich shorter period that the registrant wasiredu
to submit and post such files. Yes o No

Indicate by check mark if disclosure of delinquilets in response to Item 405 of Regulation S-

K (8229.405) is not contained herein, and will hetcontained, to the best of registrant ’ s kndgég in
definitive proxy or information statements incorgiad by reference in Part Ill of this Form 10-Kaory
amendment to this Form 10-ka

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @no
accelerated filer, or a smaller reporting comp&se the definitions of "large accelerated filer,"
"accelerated filer," and "smaller reporting compaimyRule 12b-2 of the Exchange Act. (Check one):

Large accelerated file o Accelerated filel o]
Non-accelerated file o Smaller reporting compa  p
(Do not check if a

smaller reporting

company)

Indicate by check mark whether the registrantshell company (as defined in Rule 12lof the Exchanc
Act). o Yes p No

As of June 30, 2011 (the last business day of mstmecently completed second fiscal quarter), dhase
upon the last reported trade on that date, theeggde market value of the voting and non-voting romm
equity held by non-affiliates (for this purposd,aitstanding and issued common stock minus stettk h
by the officers, directors and known holders of 1@%¥mnore of the Company’s common stock) was
$45,395,408.

As of April 16, 2012, the Company had 20,680,77aref of common stock issued.
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DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

The following discussion, in addition to the otlirgiormation contained in this report, should besidare:
carefully in evaluating our prospects and us. Taport (including without limitation the followinfactors
that may affect operating results) contains forwlaaking statements (within the meaning of SectiGa
of the Securities Act of 1933, as amended ("Sdearifct”) and Section 21E of the Securities Excle
Act of 1934, as amended ("Exchange Act") regardiagand our business, financial condition, resul
operations and prospects. Words such as "expéetstitipates,” "intends," "plans,” "believes," "keg
"estimates" and similar expressions or variatiohsuzh words are intended to identify forwdodking

statements, but are not the exclusive means oftifdieiy forwarc-looking statements in this repc



Additionally, statements concerning future matteush as revenue projections, projected profitgk
growth strategies, development of new products,apoéments or technologies, possible chang
legislation and other statements regarding matietsare not historical are forward-looking statatee

Forwardiooking statements in this report reflect the gdaith judgment of our management and
statements are based on facts and factors as wentturknow them. Forwartboking statements &
subject to risks and uncertainties and actual tesumd outcomes may differ materially from the hssanc
outcomes discussed in the forwdodking statements. Factors that could cause otribote to suc
differences in results and outcomes include, b& @ot limited to, those discussed below an
"Management's Discussion and Analysis of Finar€@hdition and Results of Operations" as well asd
discussed elsewhere in this report. Readers amlurgt to place undue reliance on these foriawlling
statements, which speak only as of the date ofrépert. We undertake no obligation to revise odaif
any forwardlooking statements in order to reflect any eventimumstance that may arise after the da
this report.

ITEM1. BUSINESS
THE COMPANY AND OUR BUSINESS

U.S. Rare Earths, Inc. ("USRE”", “U.S. Rare Eartbsthe “Company”)is a mineral exploration, minii
and claims acquisition company based in Lonoke,aAsias. Formerly Colorado Rare Earths, Inc.
Company holds over 12,000 acres of mining claims rveearth elements in Colorado, Idaho
Montana. In Colorado, these claims include the dRovorn Property in Gunnison County, and
Mountain Property in Fremont and Custer Countieddifional claims include the Lemhi Pass Proper
Lemhi County, Idaho and Beaverhead County, Mont&iamond Creek and North Fork Propertie
Lemhi County, Idaho and the Sheep Creek ProperRaivalli County, Montana.

We have budgeted expenditures for the next tweleaths of approximately $4,700,000, dependini
additional financing, for general and administratiexpenses and exploration and developme
implement the business plan as described. Fohdurtletails see “Cash Requiremeni&low. USRI
believes that it will have to raise substantial iddal capital in order to fully implement the st
plan. If economic reserves of ragarth elements and/or other minerals are provetitiadal capital wil
be needed to actually develop and mine those reserv

Our principal source of liquidity for the next seakyears will need to be the continued raisingapbita
through the issuance of equity or debt and theoisemf warrants. USRE plans to raise funds fah
step of the project and as each step is successfthpleted, raise the capital for the next phd$8RE
believes this will reduce the cost of capital ampared to trying to raise all the anticipated cpt onc
up front. However, since USRE&ability to raise additional capital will be affed by many factors, mc
of which are not within our control (see “Risk Fast’), no assurance can be given that USRE will in
be able to raise the additional capital as it isdeg.

Our primary activity will be to proceed with theparation and development of the ragarth propertie
and other mining opportunities that may presentngaves from time to time. We cannot guarantee that



the rareearth properties will be successful or that anygmtothat we embark upon will be successful.
goal is to build our Company into a successful mahexploration and development company.

We continue to operate through our subsidiariesdiMeDepot and Media Max, a national age
specializing in coep advertising. Our media business offers an asfagervices ranging from buying &
planning media in radio, TV, cable, print or outdavertising, to creating print ads and produ
electronic commercials. We also offer a full linleaglvertising services to manufacturers, distribsitanc
dealers.

On July 18, 2011, we entered into an agreementdaiee U.S. Rare Earths, Inc., a Delaware corpam;
and the acquisition closed on August 22, 20ml.connection with the acquisition, we changed
corporate name to U.S. Rare Earths.

On December 15, 2010, we entered into an agreeineatquire Seaglass Holding Corp., a Ne
corporation (“Seaglass”)Seaglass owns certain mining and/or mineral leasekor claims located
Gunnison County, Colorado, Freemont County, Coloradd Custer County, Colorado. The acquis
was structured as a triangular merger whereby &ssginerged with Calypso Merger, Inc., a ne
formed, whollyewned subsidiary of Calypso Media Services Group, treated solely for the purpost
facilitating the acquisition. Seaglass becamesiinwiving corporate entity as a wholbwned subsidial
of the Company and Calypso Merger, Inc. was digsblv

CORPORATE INFORMATION

We were originally incorporated in the State of &ehre on July 27, 1999. We changed our corp
domicile to the State of Nevada in December 206Jur principal executive offices are located a
Gunnebo Drive, Lonoke, Arkansas 72086. The telephammber is 501-678994. We maintain offices
12 North Washington Street, Montoursville, Pennagla 17754. The telephone number is 570-3683
The Company’s principal website address is located/ww.usrareearths.comThe information on ol
website is not incorporated as a part of this FbaK.

THE COMPANY'S COMMON STOCK

Our common stock currently trades on the Over tbenter Bulletin Board (“OTCBB”under the symb:
“UREE.”

RARE EARTH ELEMENTS INDUSTRY OVERVIEW
Rare Earth Element

The rare earths elements (“REE§youp includes 17 elements: the 15 lanthanide elesnécerium
lanthanum, neodymium, praseodymium, promethiumgckviioes not occur naturally, samarium, europ
gadolinium, terbium, dysprosium, holmium, erbiumultum, ytterbium and lutetium, plus two eleme
with similar chemical properties to the lanthanidgiium and scandium. The oxides produced °
processing REEs are collectively referred to as RE@ht and heavy REEs are contained in all rarg
deposits. Our deposits in Colorado, Idaho and Mmntzontain such REE' As Heavy REEs (HREE) ¢
generally less prevalent than Light REEs, HREEsrand higher sales prices on a per kilogram basis.

There is some difference in the industry and gdo#dceircles on the dividing line between Heavy

Light REEs. Cerium, lanthanum, neodymium, praseddyn and samarium are considered "light RE
that are more predominant in bastnasite, while guro, gadolinium, terbium, dysprosium, holmit
erbium, thulium, ytterbium and lutetium are consétk "heavy REEs" that are more predominat
monazite. Across its six deposits in three sta#&RE has both bastnasite and monazite occurrences.

Rare Earths Applications and Utilitie



The unique properties of REEs have made them alritemponents in a range of green-tech and high-tec
applications, as well as advanced defense systachspace-based communications systems.

Green-tech applications include:

» Hybrid cars and electric vehice Wind turbines
» Solar photovoltaics
* CFL light bulbs

High-tech applications include:

Cell phones and digital music players
Computer hard disk drives
Microphones

Fiber optics

Lasers

Defense and space applications include:

*  Global positioning systems
* Radar and sonar
* Major sea, land and air-based weapons systems

In addition, REEs are widely used in advanced waatment applications and the oil-to-gasoline
refinement process.

Global REE Demand
According to Industrial Materials Co of AustraliatyPLtd (“IMCOA’), widely recognized as -
independent source for REE forecasting, global deima 2010 was estimated to be approxim:
125,000 mt of REO.

Global demand for rare earths by market (mt of RE20P8 and 2015
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Source: IMCOA (January 2011)
IMCOA lists the following factors influencing futet demand for REE

» the use of neodymium, praseodymium and dysprosiulngih-strength NdFeB magnets that are
critical to hybrid and electric vehicles and thergased construction of wind power generation
facilities, particularly of-shore installations

 the use of lanthanum and cerium for NiMH battetied are utilized in hybrid and electric vehicl

« the use of europium, terbium and yttrium in thedurction of compact fluorescent light bull

* the use of hig-strength NdFeB magnets in the miniaturization et&bnic products

 the use of lanthanum by refineries processing layatity crude oil that consumes greater
quantities of fluid cracking catalyst

 the increased use of REEs in the drive to improvergy efficiency and reduce greenhouse gas, or
GHGs, by the United States and the European U

 the use of cerium in advanced water filtration agglons; anc

« continued research and commercialization of neWiegtjpns for rare earths produc



IMCOA projects that total demand for rare earthtsiole of China is expected to increase at a coml
annual growth rate, or CAGR, of approximately 7%wleen 2010 and 2015.

In the case of select REEs, there is increasedecnribat the global market may see supply shortag
early as 2013. The U.S. Department of Energy itMaterials Strategy Report — January 201i8ts £
metals in its “Critical Riskcategory. All 5 are REEs (neodymium, dysprosiuenbitim, europium ar
yttrium).

REE Supph

China today provides approximately 97% of globaBER&oduction. In the U.S., Molycorp, Inc. reope
the Mountain Pass Mine, CO mine in late 2011, epdidecade in which the U.S. had no REE produt
For the year, Molycorp, Inc. contributed less tH&% of global production, with plans to significk
increase production in 2012.

Local concerns about a planned processing plaMataysia for REEs mined in Australia have dele
Lynas Corps planned commencement of mining in 2011. Lynag€ontinues to project mining at a-
production rate comparable to Molycorp, Inc.

China's internal consumption of rare earths is etqueto continue to grow, leaving the rest of wandith
less supply during a period of projected increagjhgbal demand. China continues to dominate
manufacture of rare earth metals, producing subathnall of the world's supply, and the manufaetw
NdFeB magnets, producing approximately 80% of tbedis supply

Neither capability currently exists in the Unitetht®s.
Public Policy and REI

China has announced its intent to begin a natist@ikpile program, as have Japan and South k
Sweden has declared an REE deposit to be “a profjewational interest,hile the German governme
has convened a public-private sector group to seRHEE access.

Additionally, the U.S. Department of Defense isdacting a study to determine its rare earth requeéne:
and supply chain vulnerabilities and whether tddai strategic stockpile. These stockpile prograviik
likely accelerate the pace of the current and ptegtglobal REE supply deficit.

In March 2012, the governments of the U.S. anddajeéned by the European Union, instituted a V'
action aimed at China’REE export quota policies. Should the actiovaiteand force a change in Ch
REE export policies, the WTO process is not exgktteresult in a net increase in REE productiohe
challenge of meeting growing global demand will a&m

National Security Factors and RE

An April 2010 U.S. GAO Report provides a snapshbtUc5. REE exposure in the U.S. defense st
chain:



« Government officials emphasized the significancehef widespread use of commercial-off-the-
shelf products in defense systems that includeearth materials, such as computer hard dr

« Heavy REEsS, such as dysprosium, which provide nafiche heatesistant qualities of perman
magnets used in many industry and defense apjplitsatare considered to be importe

« Government and industry officials told the U.S. GAttat where rare earth materials are usi
defense systems, the materials are responsibtéddunctionality of the component and woulc
difficult to replace without losing performanc

« A 2009 National Defense Stockpile configurationagdentified lanthanum, cerium, europi
and gadolinium as having already caused some kindempon system production delay
recommended further study to determine the sevefithie delays; an

- Defense systems will likely continue to depend arerearth materials, based on their life cy
and lack of effective substitute

Outlook and Risk

Continued supply from China is uncertain due totdiec ranging from Chinese export quota polic
internal Chinese demand for REEs, and governmdattefto limit production of small and wegulate!
REE mines — many of which produce scarce Heavy REE.

Each of these factors has the capability to coms@hinese REE supply at a time when demand ford
is growing significantly.

Growing global demand and the desire to diversifyay from dependence on Chinese REE st
indicates a ready market for REE from USRE’s U &pasits.

Our success depends on a number of factors, imgudi

* Overall REO grade obtaine

» Timely ability to obtain and maintain explorationdadevelopment, operating and environme
permits;

» The amount of recoverable higlalue REEs contained in ore (such as those REHgrdd¢sd a
“critical risk” by the U.S. DOE: yttrium, neodymium, terbium, quiton and dysprosium

» Reserve life
» The ability to separate and concentrate rare @airtbrals;

» The ability to mitigate impacts of the natural @atitive material content of the ore and the al
to responsibly and economically manage radioactiaste;

e The cost of bringing the property into productiang
» Access to critical infrastructure, including eléaty, fuel, and transportatiol
KEY MARKET PRIORITIES

Our primary activity will be to proceed with theparation and development of the ragarth propertie
and other mining opportunities that may presentngaves from time to time. We cannot guarantee that



the rareearth properties will be successful or that anygmtothat we embark upon will be successful.
goal is to build our company into a successful mahexploration and development company.

PRIMARY RISKS AND UNCERTAINTIES

We are exposed to various risks related to thetiliblaof the price of raresarth elements, our rese
estimates, operating as a going concern, uniquiicudifes and uncertainties in mining explorai
ventures, our need for additional financing, angbkatile market price for our common stock. Theis&s
and uncertainties are discussed in more detail\bldRisk Factors”.

EMPLOYEES

As of December 31, 2011, we had 18 full-time and-pme employees and 3 consultants. Most emplc
were based in Montoursville, Pennsylvania. The Chiecutive Officer is based out of the Montourkey
Pennsylvania office. The Chief Financial Officeb&sed out of Seattle, Washington and Atlanta, @Giaor

WEBSITE ACCESS TO UNITED STATES SECURITIES AND EXBNGE COMMISSION
REPORTS

We file annual and quarterly reports, proxy statetmeand other information with the Securities
Exchange Commission ("SEC"). You may read and capy document we file at the SEC's Pu
Reference Room at 100 F Street, N.E., Washingt@h B0549. Please call the SEC at 1-800-3EBG30 fo
further information on the public reference roorhe TISEC maintains a website at http://www.sec.gai
contains reports, proxy and information statemeantd other information concerning filers. We
maintain a web site at http://www.usrareearths.cthrat provides additional information about

Company and links to documents we file with the SE@e Company's charters for the Compens
Committee and the Code of Conduct and Ethics ase available on our website. We do not ha
Compensation or Nominations Committee at this tififee information on our website is not part of
Form 10-K.

GLOSSARY OF SELECTED MINING TERMS

The following is a glossary of selected mining terased in this annual report that may be techimical
nature:

Assay The analysis of the proportions of metals in orghe testing of an ore or
mineral for composition, purity, weight, or othepperties of commercial
interest.

Bastnasite Bastnasite is a mixed Lanthanide fluoro-carbonateenal (Ln F CO3) that

currently provides the bulk of the world's supphttte light REEs. Bastnasite
and monazite are the two most common sources nfreeand other REEs.
Bastnasite is found in carbonatites, igneous catsorocks that melt at
unusually low temperature

Cerium Cerium (Ce) is a soft, silvery, ductile metal whidssily oxidizes in air. Cerium
is the most abundant of the REESs, and is foundnuaraber of minerals, including
monazite and bastnasite. Cerium has two relatistle oxidation states, enabling
both the storage of oxygen and its widespreadrusatalytic converters. Cerium is
also widely used in glass polis

Concentrate A mineral processing product that generally deswithe material that is produced
after crushing and grinding ore effecting signifitaeparation of gangue (waste)
minerals from the desired metal and/or metal miseemnd discarding the waste
minerals. The resulting "concentrate" of minergfsidally has an order of magnitude
higher content of minerals than the beginning oatemial.

Cut-off grade The lowest grade of mineralized material that digslias ore in a given deposit.
The grade above which minerals are considered ecicatly mineable considering
the following parameters: estimates over the relepariod of mining costs, ore
treatment costs, general and administrative coefigjng costs, royalty expenses,
by-product credits, process and refining recoverysrated price

Didymium Didymium is a combination of neodymium and praseoidyn, approximately 75%
neodymium and approximately 25% praseodymi

Dysprosium Dysprosium (Dy) is used in high power neodymiummilbmron magnets to enhar



Europium

Gadolinium

Grade

Lanthanum

Mill

Mineralization

Monazite

Niobium

Neodymium

Ore

Overburden

Praseodymium

Probable reservt

Proven reserves

thermal stability

Europium (Eu) is desirable due to its photon eroisskExcitation of the europium
atom, by absorption of electrons or by UV radiati@sults in changes in energy
levels that create a visible emission. Almost edigtical uses of europium utilize
this luminescent behavic

Gadolinium (Gd) absorbs neutrons and thereforsésl dor shielding in neutron
radiography and in nuclear reactors. Because ghitamagnetic properties, solutions
of organic gadolinium complexes and gadolinium compls are the most popular
intravenous medical magnetic resonance imagingasinagents in MR

The average REE content, as determined by assaynetric ton of ore

Lanthanum (La) is the first member of the Lantharsdries. Lanthanum is a
strategically important rare earth element dugstaise in fluid bed cracking catalysts,
FCCs, which are used in the production of trangpion and aircraft fuel. Lanthanum
is also used in fuel cells and batter

A processing plant that produces a concentrateeofaluable minerals contained in an
ore.

The extent and form of metal atom deposition asdiom rocks or ore or the process
which the metals came to be deposited tt

Monazite is a reddish-brown phosphate mineral. Mdaaninerals are typically
accompanied by concentrations of uranium and tharithis has historically

limited the processing of Monazite, however thigienal is becoming more attractive
because it typically has elevated concentratiorteeaiy rare earth

Niobium is a rare, soft, grey, ductile transitioetad found in the minerals pyrochlol
the main commercial source for niobium, and columb¥iobium is used mostly in
alloys, the largest part in special steel suctihasused in gas pipelines. Although
alloys

contain only a maximum of 0.1%, that small percgataf niobium improves the
strength of the steel. The temperature stabifityiobium-containing superalloys is
important for its use in jet and rocket enginehbiim is used in various
superconducting

materials.

Neodymium (Nd) is used in the production of NdFeBrpanent magnets. The
permanent magnets, which maximize the power/wefid, are used in a large
variety of motors and mechanical systems. Cellpfamnes, vehicle systems and
certain lasers contain both neodymium magnets apddaitors, which produce
powerful electronic generation and boost the pasfe¢hese device:

That part of a mineral deposit which could be eanically and legally extracted or
produced at the time of reserve determinat

In surface mining, overburden is the material thagrlays an ore deposit. Overburden
is removed prior to mining

Praseodymium (Pr) comprising about 4% of the lamtleacontent of bastnasite, is a
common coloring pigment. Along with neodymium, pragdymium is used to filter
certain wavelengths of light. Praseodymium is usgghotographic filters, airport
signal lenses, and welder's glasses. As part aflay, praseodymium is used in
permanent magnet systems designed to make smadldighter motors.
Praseodymium

is also used in automobile and other internal catibao engine pollution control
catalysts

Reserves for which quantity and grade and/or gualié computed from information
similar to that used for proven reserves, but ttes $or inspection, sampling, and
measurement are farther apart or are otherwiseatbessguately spaced. The degree of
assurance, although lower than that for provernrveseis high enough to assume
continuity between points of observatis

Reserves for which (a) quantity is computed frometisions revealed in outcro)



trenches, workings or drill holes; grade and/orligpyare computed from the results
of detailed sampling; and (b) the sites for insjpectsampling and measurement are
spaced so closely and the geologic characterigefialefined that size, shape, depth
and mineral content of reserves are well estaldis

Recovery The percentage of contained metal actually extdsftten ore in the course of
processing
such ore

Reserves That part of a mineral deposit which could be eanically and legally extracted or

produced at the time of the reserve determina@me definition as 'ore

Samarium Samarium (Sm) is predominantly used to produce tegiperature, high power
samarium cobalt magnets. Although these magnetesseowerful than NdFeB
magnets,
they can be used over a wider range of conditi

Strike The direction of the line of intersection of a mimedeposit with the horizontal plane
the ground. The strike of a deposit is the directiba straight line that connects two
points of equal elevation on the depc

Tailings That portion of the mined material that remaingratihe valuable minerals have been
extracted
Tantalum Tantalum is a rare, hard, blue-gray, lustrous ftemmsmetal that is highly corrosion

resistant. It is part of the refractory metals groarhich are widely used as minor
component in alloys. The chemical inertness ofalant makes it a valuable substance
for laboratory equipment and a substitute for plati, but its main use today is in
tantalum capacitors in electronic equipment sucimalsile phones, DVD players,
video game systems and comput

Terbium Terbium (Thb) is a lanthanide series element usedraty and color television tubes
as well as high grade rare earth magr

Yttrium Yttrium (Y), although not a lanthanide series elames often considered to be a
rare earth element and its behavior is similargavy rare earth elements. It is
predominantly utilized in lighting applications aodramics. Other uses include
resonators, lasers, microwave communication dedndsther electronic device

ITEM 1A. RISK FACTORS

An investment in our Common Stock involves a higgree of risk. You should carefully consider
following risk factors and other information in shprospectus before deciding to invest in sharethe
Companys Common Stock. The most significant risks and rtainges known and identified by o
management are described below; however, they air¢he only risks that we face. If any of the fwilog
risks actually occurs, our business, financial ctind, liquidity, results of operations and prospedor
growth could be materially adversely affected, titagling price of our Common Stock could declined
you may lose all or part of your investment. Yooudth acquire shares of our Common Stock only if
can afford to lose your entire investment. We madkeous statements in this section that consti
“forward-looking statements”. See “Forward-Lookingtatements’beginning on page four of this Fol
10-K.

The volatility of the price of rarearth elements could adversely affect our futurerafions and ou
ability to develop our properties

The potential for profitability of our operatiorthie value of our properties and our ability to eafisnding
to conduct continued exploration and developméntairanted, are directly related to the marketeof
rare-earth elements. The price of raeeth elements may also have a significant inflaemt the marke
price of our common stock and the value of our prigs. Our decision to put a mine into productiol
to commit the funds necessary for that purpose tmeishade long before the first revenue from prddac
would be received. A decrease in the price of-emmth elements may prevent our property from b
economically mined or result in the write-off ofsass whose value is impaired as a result of lowss-r
earth element prices.

The volatility of mineral prices represents a sahsal risk, which no amount of planning or teclah
expertise can fully eliminate. In the event raeth element prices decline or remain low for qngkd
periods of time, we might be unable to develop pnaperties, which may adversely affect our resoft
operations, financial performance and cash flc



Conditions in the rare-earth industry have beerd amy continue to be, extremely volatile, whichldou
have a material impact on our company.

Conditions in the rarearth industry have been extremely volatile, andegr as well as supply &
demand, have been significantly impacted by a nunolbdactors, principally (1) changes in econo
conditions and demand for raga+th elements and (2) changes, or perceived chaimg€hinese quotas
export of rareearth elements. If conditions in our industry remeolatile, our stock price may continue
exhibit volatility as well. In particular, if prisceor demand for rarearth elements were to decline,
stock price would likely decline, and this could@impair our ability to obtain remaining capitaeae:
for development of our properties.
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As we face intense competition in the -earth industry, we will have to compete with oumpetitors for
financing and for qualified managerial and techdieamployees

The rareearths mining and processing markets are capita@ngive and competitive. Our Chine
competitors may have greater financial resourceswall as other strategic advantages to main
improve and possibly expand their facilities. Aduigally, the Chinese producers have historicallgrt
able to produce at relatively low costs due to detineeconomic factordis a result of this competition, v
may be unable to acquire additional attractive ngrélaims or financing on terms we consider acdset
We also compete with other mining companies inréeeuitment and retention of qualified manageriad
technical employees. If we are unable to succdgsfampete for financing or for qualified employgesrr
exploration and development programs may be slaeeeh or suspended.

The success of our business will depend, in parthe establishment of new uses and markets fer rar
earth elements.

The success of our business will depend, in parthe establishment of new markets for certain-eanth
elements that may be in low demand. The successiobusiness depends on creating new market:
successfully commercializing raearth elements in existing and emerging markety. drexpected cos
or delays in the exploration and development of roperties could have a material adverse effeaiuo
financial condition or results of operations.

Estimates of mineralized material are based onrpritation and assumptions and may yield less nair
production under actual conditions than is currgrektimated.

Unless otherwise indicated, estimates of minerdlipaterial presented in our press releases anthtegr
filings are based upon estimates made by our ctamaland us. When making determinations a
whether to advance any of our projects to develapmee must rely upon such estimated calculatic
to the mineralized material on our properties. ilimineralized material is actually mined and pressd, it
must be considered an estimate only. These estimate imprecise and depend on geolos
interpretation and statistical inferences drawmfrdrilling and sampling analysis, which may prowebe
unreliable. We cannot assure you that these nilinedamaterial estimates will be accurate or tnws
mineralized material can be mined or processeditphbdy. Any material changes in estimates
mineralized material will affect the economic vidlgi of placing a property into production and st
property’s return on capital. There can be no assuranteniharals recovered in small scale metallurg
tests will be recovered at production scale.

The mineralized material estimates have been detedrand valued based on assumed future prices, cut
off grades and operating costs that may prove imate. Extended declines in market prices for-eanth
elements may render portions of our mineralizedengtuneconomic and adversely affect the commk
viability of one or more of our properties and abulave a material adverse effect on our resull
operations or financial condition.

If we do not obtain additional financing, our busgs will fail.

During the fiscal year ended December 31, 2011 26D, we had no revenues from our reagth
elements properties.

Net loss for the year ended December 31, 2011 a6 %vas $38,718,000 and $3,799,000, respecti
The net loss for the year ended December 31, 2@ddded $35,780,000 of non-cash expenses.

Our current operating funds are less than necedsarpmplete all intended exploration of the praye
and therefore we will need to obtain additionakfining in order to complete our business plan.of
April 16, 2012, we had cash of less than $100,0@Daxcounts receivable of approximately $400,000.
Our business plan calls for significant expensesoimection with the exploration of the propertye do
not currently have sufficient funds to conduct aoméd exploration on the property and require aolokl
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financing in order to determine whether the propentains economic mineralization. We will ¢
require additional financing if the costs of thelexation of the property are greater than antigiga

We will require additional financing to sustain darsiness operations if we are not successful rinireg
revenues once exploration is complete. We do noently have any arrangements for financing an
can provide no assurance to investors that we heilbble to find such financing if required. Obtag
additional financing would be subject to a numbgfagtors, including the market prices for rarartt
elements, investor acceptance of our property @meémgl market conditions. These factors may mhé
timing, amount, terms or conditions of additionabhcing unavailable to us.

The most likely source of future funds presentlgitable to us is through the sale of equity capitaly
sale of share capital will result in dilution toigting shareholders. The only other anticipatddrahtive
for the financing of further exploration would bercsale of a partial interest in the property thied party
in exchange for cash or exploration expenditurdschvis not presently contemplated.

We need to continue as a going concern if our lassnis to succeed.

Our audited financial statements for the year erfdecember 31, 2011 indicates that there are a nuai
factors that raise substantial doubt about ouitaltd continue as a going concern. Such fadtbestifiec
in the report result from our limited history of eygtions, limited assets, and operating lossese
inception. If we are not able to continue as angoconcern, it is likely investors will lose th
investments.

Because of the unique difficulties and uncertagmitierent in mineral exploration ventures, we fa
high risk of business failure.

Potential investors should be aware of the diffiesl normally encountered by new mineral explon
companies and the high rate of failure of suchrenites. The likelihood of success must be consitl@
light of the problems, expenses, difficulties, cdicgiions and delays encountered in connection ¢
exploration of the mineral properties that we planundertake. These potential problems include,alne
not limited to, unanticipated problems relatingetgloration, and additional costs and expensesntiag
exceed current estimates. The expenditures to fuke oy us in the exploration of the mineral claimy
not result in the discovery of commercial minerapdsits. Problems such as unusual or unexp
formations and other conditions are involved in enah exploration and often result in unsucce:
exploration efforts. If the results of our explaoatdo not reveal viable commercial mineralizatioe, may
decide to abandon our claim and acquire new cldansiew exploration. The acquisition of additic
claims will be dependent upon us possessing cagisalurces at the time in order to purchase swns
If no funding is available, we may be forced toradan our operations.

Because we have commenced limited business operatie face a high risk of business failt

We started exploring our properties in the sumnie?0d 1. Accordingly, we have no way to evaluate
likelihood that our business will be successfulthdugh we were incorporated in the State of Delaviie
1999 and reincorporated in Nevada in 2007, the Gmygust acquired our mineral properties with
acquisition of CREE in December 2010 and USRE imusi 2011. We have not earned any reve
from rare-earth elements as of the date of thisnFt-K.

Prior to completion of our exploration stage, wéi@pate that we will incur increased operating exge
without realizing any revenues. We therefore ekp@dncur significant losses into the foreseedbtare
We recognize that if we are unable to generataifgignt revenues from development of the mir
claims and the production of minerals from the roki we will not be able to earn profits or conti
operations.

There is no history upon which to base any assumgs to the likelihood that we will prove succa
and we can provide investors with no assurancenhbatill generate any operating revenues or ever
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achieve profitable operations. If we are unsuccg$sfaddressing these risks, our business willtriiksly
fail.

We are dependent on key personnel.

Our success depends to a significant degree uocothtinued contributions of key management andr
personnel, some of whom could be difficult to replaWe do not maintain key man life insurance doge
certain of our officers. Our success will dependfw performance of our officers, our ability téaia and
motivate our officers, our ability to integrate nedfficers into our operations and the ability of
personnel to work together effectively as a teamr failure to retain and recruit officers and otlkery
personnel could have a material adverse effect wn business, financial condition and results
operations.

We lack an operating history and we expect to hasges in the future.

Except for our initial exploration efforts as debed above, we have not started our proposed lag
operations or realized any revenues from our eamth element properties. Except for our mi
operations, we have no operating history upon whitlevaluation of our future success or failure loa
made. Our ability to achieve and maintain profiisbiand positive cash flow is dependent upon
following:

e Our ability to locate a profitable mineral prope!
e Our ability to generate revenues; ¢
e Our ability to reduce exploration cos

Based upon current plans, we expect to incur ojpgrdosses in foreseeable future periods. This
happen because there are expenses associatedhevitbstarch and exploration of our mineral progs!
We cannot guarantee that we will be successfuleimegating revenues in the future. Failure to gea
revenues will cause us to go out of business.

Because of the inherent dangers involved in minexploration, there is a risk that we may incubiigy
or damages as we conduct our business.

The search for valuable minerals involves numeroamards. As a result, we may become subje
liability for such hazards, including pollution,\&gins and other hazards against which we cannotenst
against which we may elect not to insure. Althowgh conducted a due diligence investigation pric
entering into the acquisition of USRE, risk remaiegarding any undisclosed or unknown liabili
associated with this project. The payment of suahilities may have a material adverse effect on
financial position.

Because we are small and do not have sufficientalagve may have to cease operation even if we
found mineralized materia

Because we are small and do not have sufficienitatapze must limit our exploration. Because we r
have to limit our exploration, we may be unablertme mineralized material, even if our mineral ia
contain mineralized material. If we cannot mine enalized material, we may have to cease operations.

If we become subject to onerous governmental réigular other legal uncertainties, our business| Wi
negatively affected.

Governmental regulations impose material restmstion mineral property exploration and developn

Under state laws in Colorado, Idaho and Montanantgage in exploration will require permits, thestimy
of bonds, and the performance of remediation workahy physical disturbance to the land. If we pext
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to commence drilling operations on the mineralrogi we will incur additional regulatory compliar
costs.

In addition, the legal and regulatory environmératt tpertains to mineral exploration is uncertaid aray
change. Uncertainty and new regulations could as®eour costs of doing business and prevent us
exploring for ore deposits. The growth of demand dee may also be significantly slowed. This cc
delay growth in potential demand for and limit @lnility to generate revenues. In addition to nawd
and regulations being adopted, existing laws magdpied to limit or restrict mining that have rast yel
been applied. These new laws may increase ourofafting business with the result that our finah
condition and operating results may be harmed.

We may be subject to environmental laws and regulatparticular to our operations with which we are
unable to comply.

Because we are engaged in mineral exploration, iweegposed to environmental risks associated
mineral exploration activity. We are currently hetinitial exploration stages on our property iagts anc
have not determined whether significant site reeldon costs will be required. We anticipate that
would only record liabilities for site reclamati@rhen reasonably determinable and when such costse
reliably quantified. Compliance with environmentafulations will likely be expensive and burdenso
The expenditure of substantial sums on environaienatters will have a materially negative effectaur
ability to implement our business plan and grow louginess.

The exploration and mining industry is highly cotitpe2, and we are at a disadvantage since marguof
competitors are better funded.

Discovering, exploring and exploiting a mineral gpect are highly speculative ventures. There angyi
companies already established in this industry ate better financed and/or who have closer wor
relationships with productive mining companies.sTpiaces us at a competitive disadvantage. Ourig
to explore our properties with the anticipatiorlafating one or more commercially viable deposlfsve
do not have the requisite funds to further develajiscovered deposit, we may have to find a pattre
would assist us in to fully develop the propertye Wave not entered into any agreements with amgt
parties to produce any discovered minerals frompoaperty, nor have we identified any potentiatpars
in that regards. There are no guarantees that Wéavie sufficient funds or that we will ever idéptand
enter in agreement with suitable partners to asssin realizing production grade minerals from
property. If cannot realize sufficient funds or e unable to identify and/or partner with anydtparties
to assist us in attaining production grade minenats will likely be unsuccessful in producing anyck
minerals, which would likely have a materially ackeseffect on our ability to generate revenues.

We may not have access to all of the supplies atdrials we need to begin exploration that couldsz
us to delay or suspend operations.

Competition and unforeseen limited sources of sapph the industry could result in occasional ¢
shortages of supplies, such as explosives, anditcertiuipment such as bulldozers and excavatotsv
might need to conduct exploration. We have notngited to locate or negotiate with any supplier:
products, equipment or materials. We will attemptldcate products, equipment and materials a:
conductexploration. If we cannot find the products andipment we need, we will have to suspend
exploration plans until we do find the products aqdipment we need.

Because of the speculative nature of exploratiomaoé-earth elements, there is no assurance that
exploration activities will result in the discoveoy new commercially exploitable quantities of r@arth
elements.

We plan to continue to source exploration rarekealtment properties. The search for valuable earéi
elements as a business is extremely risky. We cawide investors with no assurance that additi
exploration on our properties will establish thdtitional commercially exploitable reserves of ragath
elements exist on our properties. Problems suamasual or unexpected geological formations oer
variable conditions are involved in exploration arftén result in exploration efforts being unsustels
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The additional potential problems include, but a@ limited to, unanticipated problems relating
exploration and attendant additional costs and esgethat may exceed current estimates. Thesenmisk
result in us being unable to establish the presefeadditional commercial quantities of ore on aneral
claims with the result that our ability to fund doé exploration activities may be impeded.

Weather and location challenges may restrict anldydeur work on our property.

We plan to conduct our exploration on a seasonsikpé is possible that snow or rain could restaied
delay work on the properties to a significant degr®ur properties are located in relatively ren
locations, which creates additional transportatind energy costs and challenges.

Trading of our stock may be restricted by Blue élgibility and the SEC's penny stock regulatiomkich
may limit a stockholder's ability to buy and salk gtock.

We currently are not Blue Sky eligible in certatates so trading of our common stock in such stai@g
be restricted. In addition, the SEC has adoptedlatigns which generally define "penny stock" todrsy
equity security that has a market price (as dejitess than $5.00 per share or an exercise pritssfthar
$5.00 per share, subject to certain exceptiongdetthe penny stock rules, additional sales pra
requirements are imposed on brokiealers who sell to persons other than establishistomers an
"accredited investors." The term "accredited invesrefers generally to institutions with assetekces:
of $5,000,000 or individuals with a net worth incess of $1,000,000 or annual income excee
$200,000 or $300,000 jointly with their spouse.

The penny stock rules require a broklealer, prior to a transaction in a penny stockatloérwise exemy
from the rules, to deliver a standardized risk ldisgre document in a form prepared by the SEC, fn
provides information about penny stocks and theneadnd level of risks in the penny stock markete
brokerdealer also must provide the customer with curbithtand offer quotations for the penny stock,
compensation of the brokeealer and its salesperson in the transactionnaothly account statemer
showing the market value of each penny stock haldhe customer's account. The bid and
quotations, and the brokdealer and salesperson compensation informatioat beugiven to the custom
orally or in writing prior to effecting the trandamn and must be given to the customer in writiedoloe or
with the customer's confirmation. In addition, fhenny stock rules require that prior to a trarieadn a
penny stock not otherwise exempt from these rulles, brokerdealer must make a special writ
determination that the penny stock is a suitablestment for the purchaser and receive the purch
written agreement to the transaction. These disc@requirements may have the effect of redudie
level of trading activity in the secondary market the stock that is subject to broldgalers ability tc
trade in the Compang’securities. The Blue Sky eligibility and the pgrstock rules may discoura
investor interest in and limit the marketability tfe Company’s common stock.

The sale of a significant number of our sharesafimon stock could depress the price of our con
stock.

Sales or issuances of a large number of sharesnaion stock in the public market or the perceptiat
sales may occur could cause the market price otoommon stock to decline. As of April 16, 2012,rth
were 24.3 million shares of common stock and wasréssued and outstanding on a fully diluted b
Significant shares of common stock are held by principal shareholders, other insiders and otheyel
shareholders. As “affiliates” (as defined under &Rd44 of the Securities Act (“Rule 144")f the
Company, our principal shareholders, other insideus other large shareholders may only sell theires
of common stock in the public market pursuant teHactive registration statement or in compliangth
Rule 144.
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We may engage in acquisitions, mergers, stratellianaes, joint ventures and divestitures that ct
result in financial results that are different tharpected.

In the normal course of business, we may engaghsitussions relating to possible acquisitions, ¢
investments, mergers, strategic alliances, joinbtwes and divestitures. All such transactions
accompanied by a number of risks, including:

e Use of significant amounts of cas

e Potentially dilutive issuances of equity securiti@spotentially unfavorable terrr

e Incurrence of debt on potentially unfavorable terass well as impairment expenses relate
goodwill and amortization expenses related to oifi@angible assets, at

e The possibility that we may pay too much cash suéstoo many of our shares as the purchase
for an acquisition relative to the economic besdfitat we ultimately derive from such acquisiti

e The process of integrating any acquisition may tereanforeseen operating difficulties :
expenditures. The areas where we may face diffécuib the foreseeable incluc

e Diversion of management time, during the periochefiotiation through closing and after clos
from its focus on operating the businesses to &efientegration

e The need to integrate each Company's accountingageanent information, human resource
other administrative systems to permit effectivenagement, and the lack of control if s
integration is delayed or not implement

e The need to implement controls, procedures andipsliappropriate for a public company that
not have been in place in private companies, poi@cquisition

e The need to incorporate acquired technology, cardgemights into our products and any expe
related to such integration, a

e The need to successfully develop any acquirgatacess technology to realize any value capita
as intangible assetl

From time to time, we may engage in discussion$ wandidates regarding potential divestures.
divestiture does occur, we cannot be certain thabasiness, operating results and financial candiwill
not be materially and adversely affected. A sudoésvestiture depends on various factors, inahgdour
ability to:

e Effectively transfer liabilities, contracts, fatidis and employees to any purcha

e |dentify and separate the intellectual propertypéodivested from the intellectual property that
wish to retain

e Reduce fixed costs previously associated with thestied assets or business,

e Collect the proceeds from any divestitu
In addition, if customers of the divested busindgssnot receive the same level of service from tae
owners, this may adversely affect our other busieedo the extent that these customers also per

other products offered by us. All of these effadguire varying levels of management resourcescin
may divert our attention from other business openat
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If we do not realize the expected benefits or syiesr of any divestiture transaction, our consoéd
financial position, results of operations, cashvBaand stock price could be negatively impacted.

The market price of our common stock may be velatil

The market price of our common stock has been arikely in the future to be volatile. Our comn
stock price may fluctuate in response to factochss:

° Announcements by us regarding liquidity, significaacquisitions, equity investments
divestitures, strategic relationships, additionlass of significant customers and contracts, ct
expenditure commitments, loan, note payable andeamgent defaults, loss of our subsidiaries
impairment of asset

° Issuance of convertible or equity securities faneyal or merger and acquisition purpos

° Issuance or repayment of debt, accounts payableonvertible debt for general or merger
acquisition purpose:

° Sale of a significant number of shares of our comistock by shareholdel

° General market and economic conditic

° Quarterly variations in our operating resu

° Investor relation activities

° Announcements of technological innovatio

° New product introductions by us or our competit:

° Competitive activities, an

° Additions or departures of key persont

These broad market and industry factors may haweterial adverse effect on the market price of
common stock, regardless of our actual operatimppeance. These factors could have a materialrae
effect on our business, financial condition andiltssof operations.

Certain shareholders have substantial influencer @ue company.

As of April 16, 2012, the former large shareholdef4).S. Rare Earths which we acquired on Augus
2012 own or control 11.5 million shares as of tiied date or approximately 55.7% of the Company’
issued and outstanding common stock and 47.4%raf@umon stock on a fully diluted basis.

These shareholders, in combination with other staders, could cause a change of control of ourd
of directors, approve or disapprove any matter iragy stockholder approval, cause, delay or prew
change in control or sale of the Company, whichuim could adversely affect the market price of
common stock.

Conflict of interest.

Some of our officers and directors are also dimscend officers of other companies, and conflidi
interest may arise between their duties as ouceafi and directors and as directors and officersthud

companies. These factors could have a materialrsglveffect on our business, financial condition
results of operations.
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We have limited insurance.

We have limited director and officer insurance ammmercial insurance policies. Any signific
insurance claims would have a material adversectetfe our business, financial condition and resof
operations.

ITEM 1B. UNRESOLVED STAFF COMMENTS

Not applicable.

ITEM 2. PROPERTIES

The principal offices of USRE are located at Lonokekansas, which consists of 4,000 sq. ft. ofa
space. The offices are leased for $916 per mordhremew monthly. The facilities are owned by tHe
Parnell Trust, of which our C.E.O. Michael D. Pdrigetrustee.

We maintain offices for the advertising subsidiay 12 North Washington Street, Montoursv
Pennsylvania, which consists of 4,000 sq. ft. dicefspace. The offices are leased from the Hofhile
Limited Partnership that is controlled by Rose Haffe wife of Matthew Hoff, a principal stockholc
Lease payments are $2,000 per month and renew month

Other than our mining claims, leases, and othémmegerty interests specifically related to minitiSRE
does not own real estate nor have plans to acgoyeeal estate.

ITEM 3. LEGAL PROCEEDINGS

There are no pending legal proceedings againstaisite expected to have a material adverse &ffecti
cash flows, financial condition or results of opnas.

ITEM 4. MINE SAFETY DISCLOSURE

Not applicable.

PART Il
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ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RLATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Our common stock currently trades on the Over then@r Bulletin Board (“OTCBB”) under the symbol
“UREE.” The following table sets forth the rangetloé¢ high and low sale prices of the common stock f
the periods indicated:

Quarter Ende: High Low

March 31, 201: $ 4.t $ 2.C
June 30, 201 $ 7.C $ 1.C
September 30, 201 $ 9.t $ 4.C
December 31, 201 $ 6.5 $ 4.
March 31, 201( $ 0.t $ 0.t
June 30, 201 $ 0.t $ 0.C
September 30, 201 $ - $ -

December 31, 201 $ 2.C $ 0.t

As of December 31, 2011, the closing price of tleen@any's common stock was $5.00 per share.
April 16, 2012, there were 20,680,777 shares of mom stock outstanding held by approximately
stockholders of record. The number of stockholdarsluding the beneficial owners' shares thrc
nominee names is approximately 200.

DIVIDEND POLICY

We have never paid any cash dividends and intemdhé foreseeable future, to retain any futuraiegs
for the development of our business. Our futureiddind policy will be determined by the boarc
directors on the basis of various factors, inclgdour results of operations, financial conditioapita
requirements and investment opportunities.

RECENT SALES OF UNREGISTERED SECURITIES

During the three months ended December 31, 20&fe there the following sales of unregistered equity
securities:

On November 29, 2011, the Company issued a wateahbgic International Consulting Group, LI
(“Logic”) for the purchase of 700,000 shares of @@mpany5 common stock. The warrant price is $I
per share and it expires November 29, 2016. Theawhcontains certain dilutive provisions relate
subsequent equity sales and the issuance of agmlittommon stock. The warrant contains ce
piggyback registration rights.

During the three months ended December 31, 20¥L,Chmpany issued 610,000 restricted shar
common stock to five consultants, employees angctbrs for services. The shares were valued ab
per share and $1,738,500 was expensed as sellimgral and administrative expense during the
months ended December 31, 2011. The shares doawat tegistration rights. A notice filing uni
Regulation D was filed with the SEC on April 16,120with regard to these stock issuances.

On November 29, 2011, the Company granted 140,6@€es to Reon for services provided under

May 24, 2011 for Agreement for Service (“P-Con Agrent”). The shares were valued at $2.85 per ¢
and vest over one year. At December 31, 2011, $99y&s expensed as selling, general and
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administrative expense for vested shares. The shirenot have registration rights. A notice filingde
Regulation D was filed with the SEC on April 16,120with regard to these stock issuances.

The Company cancelled 296,410 shares issued toogegd during the twelve months ended Dece
31, 2011.

On December 31, 2011, Logic cancelled the warraamtgd on March 10, 2011 for 1,300,000 share
the warrant granted on November 29, 2011 warrani®0,000 shares.

On December 31, 2011, the Company issued a waodmgic for the purchase of 1,300,000 shares €
Companys common stock. The warrant price is $0.50 pereshad it expires March 9, 2016. The war
was valued at $2.85 per share or $3,705,000 ubmd@lack-Scholesderton option valuation model. (
December 31, 2011, the Company issued a warrahbgic for the purchase of 700,000 shares o
Companys common stock. The warrant price is $0.50 pereshad it expires November 28, 2016.
warrant was valued at $2.85 per share or $1,995.308g the Black-Scholdglerton option valuatic
model. The warrants may be called by the Compaiityhfs registered the sale of the underlying €
with the SEC and a closing price of $7.00 or moretfie Company common stock has been sustaine
five trading days. The warrants contain certairgplmack registration rights.

Except as disclosed, all of the above private plends of our securities were conducted unde
exemption from registration as provided under ®&acfi(2) of the Securities Act of 1933.

Performance Graph
Comparison of Cumulative Total Return

Among U.S Rare Earths, Inc., Molycorp, Inc.
and Russell Microcap Index
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12/31/201 12/31/201.
U.S. Rare Earths, In $ 100.0 $ 263.1

Molycorp, Inc. $ 1000 $ 48.0
Russell Microcap Inde $ 1000 $ 89.5

The above assumes that $100 was invested in thenoanstock and each index on December 31, :
Although the company has not declared a dividendtocommon stock, the total return for each ir
assumes the reinvestment of dividends. Stockhaldierns over the periods presented should ni
considered indicative of future returns. The foiagdable shall not be deemed incorporated by eefe
by any general statement incorporating by refer¢imed-orm 10K into any filing under the Securities /
or the Exchange Act, except to the extent the compspecifically incorporates this information
reference, and shall not otherwise be deemed dihetr the acts.

EQUITY COMPENSATION PLAN INFORMATION



We do not have any equity compensation plans eceff

ITEM 6. SELECTED FINANCIAL DATA

In the following table, we provide you with our sefed consolidated historical financial and othata
We have prepared the consolidated selected finamciarmation using our consolidated finant
statements for the year ended December 31, 20112@h@. When you read this selected consolic
historical financial and other data, it is impottahat you read along with it the historical finéi
statements and related notes in our consolidateahdial statements included in this report, as aliten
7. Management's Discussion and Analysis of Find@adition and Results of Operations.

Year Ended

December 31, 201 December 31, 201

(in thousands, except for per share d
STATEMENT OF OPERATIONS DATA

Advertising revenu $ 3,051,1¢ $
Net loss (38,718,38

Net loss applicable to U.S Rare Earths, Inc. comsimreholder (38,718,38

Net loss per shai (2.3
BALANCE SHEET DATA:

Total asset 1,454,7(
Notes payab- related party 735,4.
Stockholder's (deficit) equit (2,788,83

(2) Reflects the net loss of USRE, which we acquiredust 22, 2011 and Seaglass, which we
acquired December 15, 2010.
(2) Notes payabl- related party is $862,468 before the imputed irste
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(3,799,35
(3,799,35
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OFINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Overview

We are a mineral exploration, mining and claimsugitjion company based in Lonoke, AR. Form
Colorado Rare Earths, Inc, the Company holds o2€0QD acres of mining claims for ragearth elemen
in Colorado, Idaho and Montana. In Colorado, thdaems include the Powderhorn Property in Gunr
County, and Wet Mountain Property in Fremont andt€@uCounties. Additional claims include the Le
Pass Property in Lemhi County, Idaho and Beaveri@maty, Montana; Diamond Creek and North |
Properties in Lemhi County, Idaho and the SheeglCRroperty in Ravalli County, Montana.

We have budgeted expenditures for the next tweleaths of approximately $4,700,000, dependini
additional financing, for general and administratiexpenses and exploration and developme
implement the business plan as described. Fohdurtietails see “Cash Requirement&low. USRE
believes that it will have to raise substantial iddal capital in order to fully implement the st
plan. If economic reserves of ragarth elements and/or other minerals are provetitiadal capital wil
be needed to actually develop and mine those reserv

Our principal source of liquidity for the next seakyears will need to be the continued raisingapita
through the issuance of equity or debt and theoisernf warrants. USRE plans to raise funds fah
step of the project and as each step is successfoithpleted, raise the capital for the next phaste
believe this will reduce the cost of capital as paned to trying to raise all the anticipated cdptaonct
up front. However, since USRE&ability to raise additional capital will be affed by many factors, mc
of which are not within our control (see “Risk Fast’), no assurance can be given that USRE will in
be able to raise the additional capital as it isdedl.

Our primary activity will be to proceed with theparation and development of the raarth propertie
and other mining opportunities that may presentmfeves from time to time. We cannot guarantee
the rareearth properties will be successful or that anygmtothat we embark upon will be successful.
goal is to build our Company into a successful mahexploration and development company.

We continue to operate through our subsidiariesdiMeDepot and Media Max, a national age
specializing in cep advertising. Our media business offers an asfagervices ranging from buying &
planning media in radio, TV, cable, print or outdavertising, to creating print ads and produ
electronic commercials. We also offer a full linleaglvertising services to manufacturers, distribsitanc
dealers.

On July 18, 2011, we entered into an agreementdaiege U.S. Rare Earths and the acquisition clasi
August 22, 2011. In connection with the acquisitime changed our corporate name to U.S. Rare Earths

On December 15, 2010, we entered into an agreetoatquire Seaglass. Seaglass owns certain n
and/or mineral leases and/or claims located in @@amnCounty, Colorado, Freemont County, Colo
and Custer County, Colorado. The acquisition wasctired as a triangular merger whereby Sea
merged with Calypso Merger, Inc., a newly formetholly-owned subsidiary of Calypso Media Serv
Group, Inc. created solely for the purpose of fatihg the acquisition. Seaglass became the \dug
corporate entity as a wholly-owned subsidiary ef @ompany and Calypso Merger, Inc. was dissolved.
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RESULTS OF OPERATIONS

The following table presents certain consolidatiedesnent of operations information and presentaoif
that data as a percentage of change from yearan-ye

(dollars in thousands)

Year Ended December 3

2011 2010 $ Variance % Variance

Advertising revenu $ 3,08 $ 3,8¢ $ (84( -21.6%
Cost of revenue 1,9¢ 2,8t (86( 30.1%
Gross margir 1,05 1,0¢ z 1.9%
Operating expens-
Selling, general and administrative exper 17,7¢ 2,1¢ 15,6C -712.4%
Exploration expens 2,0z - 2,0z -100.0%
Depreciation expens : z -36.4%
Impairment expens 15,67 2,62 13,08 -497.5%
Total operating expens: 35,5t 4,88 30,6¢ -634.6%
(Loss) from operation (34,47 (3,80( (30,67° -807.3%
Other income (expense

Interest income 100.0%

Interest expens (¢ - (1 -100.0%

Unrealized loss on warrant derivative liabil (4,22 - (4,22: -100.0%
Total other (loss) incom (4,24: (4,24: 424200.09
(Loss) before income taxi (38,71t (3,79¢ (34,91¢ -919.2%
Income tax expenst - - - 0.0%
Net loss $ (38,71t $ (3,79¢ $ (34,91¢ -919.2%

YEAR ENDED DECEMBER 31, 2011 COMPARED TO THE YEARNBED DECEMBER 31, 2010
ADVERTISING REVENUES

Advertising revenues for the year ended December 2811 decreased $840,000 to $3,051,0C
compared to $3,891,000 for the year ended Dece®beR010. The decrease was due to the cont
weaknesses in the economy and the general dedineninternet advertising revenues throughout
United States.

COST OF SALES

Cost of sales for the year ended December 31, 2@tieased $860,000 to $1,994,000 as compa
$2,854,000 for the year ended December 31, 201® d€brease was due to reduced sales.

EXPENSES

Selling, general and administrative expenses ferydar ended December 31, 2011 increased $15,8
to $17,799,400 as compared to $2,191,000 for the gneded December 31, 2010. Exploration expens
the year ended December 31, 2011 increased $2@P700$2,027,000 as compared to $0 for the
ended December 31, 2010. During the year endedrifeae31, 2011, we recorded an impairment lo
$15,678,000 related to the acquisition of USRE.iluthe year ended December 31, 2010, we recona
impairment loss of $2,624,000 related to the adgoisof Seaglass.
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We acquired USRE on August 22, 2011 and Seaglag3ecamber 15, 2010. The expenses for the
ended December 31, 2011 included $35,780,000 cttash expenses.

Selling, general and administrative expenses ferybar ended December 31, 2011 and 2010 con
primarily of employee and independent contractgresmses, warrant expenses, expenses related tc
issuances, rent, audit, overhead, amortizationd&pdeciation, professional and consulting feegssah
marketing costs, investor relations, legal, andeotbeneral and administrative costs and explor
expenses. Exploration expenses for the year enéegrbber 31, 2011 consisted of permits, drilling
other exploration expenses.

NET LOSS

Net loss for year ended December 31, 2011 was $8®00 as compared to a net loss of $3,799,0(
the year ended December 31, 2010. We acquired WBREIgust 22, 2011 and Seaglass on Decemb
2010. The net loss for the year ended Decembe2@], included $35,780,000 of neash expenses. T
net loss for the year ended December 31, 2010iadl$8,786,000 in non-cash expenses.

On December 31, 2011, we evaluated the carryingevalf the goodwill held on its books for
acquisition of USRE and determined, due to a ldcperating history for USRE, the lack of a valoa
and the uncertainty of the future cash flow to é&eeived from its operations decided to impair taki@ o
the mining property to $0. This resulted in an @anment expense of $15,678,084 for the year €
December 31, 2011.

On December 31, 2010 the Company evaluated thgicgrvalue of the goodwill held on its books foe
acquisition of Seaglass and determined, due talkad&operating history for Seaglass and the uaggs
of the future cash flow to be received from its @piens we decided to impair the value of the gatdw
$0. This resulted in an impairment expense of 32 @00 for the year ended December 31, 2010.

LIQUIDITY AND CAPITAL RESOURCES

We had cash of $522,000, accounts receivable of $88 and a working capital deficit of $2,801,0@
of December 31, 2011.

With the acquisition of USRE and Seaglass, we exjhet historic expenses, subject to raising aclaé
capital, expenditures will ramp up for exploratiand development. We have budgeted expenditur
the next twelve months of approximately $4,700,0f¥pending on additional financing, for general
administrative expenses and exploration and dewsdop. We may choose to scale back operatio
operate at breakven with a smaller level of business activity, ivlddjusting overhead depending on
availability of additional financing. In additiomye expect that we will need to raise additionaldfif it
decides to pursue more rapid expansion, the denmop of new or enhanced services or prod
appropriate responses to competitive pressurestheracquisition of complementary businesse
technologies, or if it must respond to unanticidageents that require it to make additional invesits
We cannot assure that additional financing wilblvailable when needed on favorable terms, or at all

If economic reserves of rare earth elements aregpraadditional capital will be needed to actuakyeloy
and mine those reserves. Even if economic resemesfound, if we are unable to raise this capital will
not be able to complete our earn in on this project

We have budgeted the following expenditures for ribat twelve months of approximately $4,700,!

depending on additional financing, for general aadministrative expenses and exploration
development to implement the business plan as ithescabove.
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Expenditure $

General and administrati\ $ 790,00
Future property acquisitior 250,0C
Exploration cost: 3,500,00
Property payments 160,0C

Total $ 4,700,00

OPERATING ACTIVITIES

Net cash used in operating activities for the yaated December 31, 2011 was $2,724,000. This al
was primarily related to a net loss of $38,718,08ftset by depreciation and amortization and ©ask
expenses of $35,780,000.

INVESTING ACTIVITIES

Net cash used by investing activities for the yeaadled December 31, 2011 was $1267,000. This ai
reflects purchase of fixed assets of $129,000ebffg cash assumed in acquisition of subsidiai$20700.

FINANCING ACTIVITIES

Net cash provided by financing activities for theay ended December 31, 2011 was $3,310,000
amount was primarily related to the issuance of mom stock of $3,843,000, offset by the repayme
related-party payables of $537,000.

Our unaudited contractual cash obligations as aeber 31, 2011 are summarized in the table below:

Less Thar Greater Thal
Contractual Cash Obligatiol Total 1 Year 1-3 Years 3-5 Years 5 Years

Operating lease $2,91¢ $2,91¢ $C $C $0
Capital lease obligatior 0 0 0 0 0
Note payable 881,20« 337,50( 543,70: 0 0
Mining expenditure: 4,700,001 4,700,001 0 0 0
Acquisitions 0 0 0 0 0

$5,584,12 $5,040,41 $543,70: $0 $0

OFF-BALANCE SHEET ARRANGEMENTS

We have no ofbalance sheet arrangements that have or are rddgdikaly to have a current or futt
effect on our financial condition, changes in fio@h condition, revenues or expenses, resulf
operations, liquidity, capital expenditures or tajpiesources that is material to stockholders.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The application of GAAP involves the exercise ofywag degrees of judgment. On an ongoing basit
evaluate our estimates and judgments based orrib&texperience and various other factors tha
believed to be reasonable under the circumstaraesal results may differ from these estimates u
different assumptions or conditions. We believe tfaur significant accounting policies (see surmyr
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significant accounting policies more fully descdbi@ Note 2 to the financial statements set forthhis
report), the following policies involve a highergtee of judgment and/or complexity:

Cash and Cash Equivalents

We classify highly liquid temporary investments lwin original maturity of three months or less w
purchased as cash equivalents. The Company maintaish balances at various financial instituti
Balances at US banks are insured by the Federalditdpsurance Corporation up to $250,000. Begig
December 31, 2010, through December 31, 2012, aalinterestoearing transaction accounts are f
insured, regardless of the balance of the accaird|l FDICinsured institutions. The Company has
experienced any losses in such accounts and beglieige not exposed to any significant risk for lcas
deposit. As of December 31, 2011, the Companynitaghinsured cash amounts.

Property and Equipment

Equipment consists of machinery, furniture anduiigs and software, which are stated at cost
accumulated depreciation and amortization. Deptiecias computed by the straighe method over tf
estimated useful lives or lease period of the miéasset, generally 5-7 years.

Mineral Properties

Costs of acquiring mineral properties are capialiby project area upon purchase of the asso
claims. Costs to maintain the mineral rights arabés are expensed as incurred. When a propediyer
the production stage, the related capitalized cadtde amortized, using the units of productioethmoc
on the basis of periodic estimates of ore reserves.

Long-Lived Assets

We review our londived assets for impairment annually or when changecircumstances indicate t
the carrying amount of an asset may not be recbieraongtived assets under certain circumstance
reported at the lower of carrying amount or failuea Assets to be disposed of and assets not egpt
provide any future service potential to the Comparg recorded at the lower of carrying amount @
value (less the projected cost associated witlingelhe asset). To the extent carrying values ekdes
values, an impairment loss is recognized in opegatésults. As of December 31, 2011, we recordt
impairment of $15,678,000 related to the acquisitd USRE. As of December 31, 2010, we recorde
impairment of $2,624,000 related to the acquisitbSeaglass.

Mineral Exploration and Development Costs

All exploration expenditures are expensed as ircluriSignificant property acquisition paymentsdotive
exploration properties are capitalized. If no rhieaore body is discovered, previously capitalizedt:
are expensed in the period the property is abarmtoR&penditures to develop new mines, to defimthéu
mineralization in existing ore bodies, and to exp#éme capacity of operating mines, are capitaliaec
amortized on a unit of production basis over proaed probable reserves.

Should a property be abandoned, its capitalizetsce charged to operations. We charge to opet
the allocable portion of capitalized costs attréinié to properties sold. Capitalized costs arecatkd t
properties sold based on the proportion of claiold ® the claims remaining within the project area
ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We have no investments in any market risk sensitisguments either held for trading purposes ¢erexl
into for other than trading purposes.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY BTA

Reference is made to our consolidated financiaéstants beginning on page F-1 of this report.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

Not applicable

ITEM 9A. CONTROLS AND PROCEDURES

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANBL REPORTING
a) Evaluation of Disclosure Controls and Proceslure

We have adopted and maintain disclosure contralspancedures (as such term is defined in RuleslB3a-
(e) and 15d-15(e) under the Securities ExchangeoAtB34, as amended (the “Exchange Acttit ar
designed to ensure that information required tadiselosed in our reports under the Exchange A
recorded, processed, summarized and reported wtikitime periods required under the S&@liles an
forms and that the information is gathered and camioated to our management to allow for tin
decisions regarding required disclosure.

As required by Rules 13a-15(e) and 1Eg{e) under the Securities Exchange Act of 1934 ntanageme
conducted an evaluation of the effectiveness ofdi&gign and operation of our disclosure controld
procedures as of December 31, 2011. Our disclosongrols and procedures are designed to pr
reasonable assurance that information requirecetdigclosed by us in the reports that we file dynsit
under the Exchange Act is recorded, processed, suirgd and reported within the time periods spec
in the SECS rules and forms, and our management necessaaidy required to apply its judgment
evaluating and implementing our disclosure contewld procedures. Based upon the evaluation ded
above, our management concluded that they belleatedur disclosure controls and procedures wer
effective, as of the end of the period covered Ibig treport, in providing reasonable assurance
information required to be disclosed by us in thparts that we file or submit under the Exchangeig
accumulated and communicated to our managementllda dimely decisions regarding requit
disclosures, and is recorded, processed, summaaizédeported within the time periods specifiedhe
SEC's rules and forms. Management identified thaekmesses discussed below.

Identified Material Weakness

A material weakness in our internal control oveaficial reporting is a control deficiency, or condtior
of control deficiencies, that results in more tlmnemote likelihood that a material misstatementhe
financial statements will not be prevented or det.cManagement identified material weaknesseqg
its assessment of internal controls over finangpbrting as of December 31, 2011:

Until December 19, 2011, we did not have a ChiefRtial Officer.

We do not have an audit committee. An audit cotgaitvith three independent directors would imp
oversight in the establishment and monitoring afuieed internal controls and procedures. We exps
form an audit committee during 2012.

(b) Changes in Internal Control Over Financial &épg

On December 19, 2011, we hired a Chief Financiéit@fto strengthen our internal controls over fioial
reporting.

ITEM 9B. OTHER INFORMATION

There were no disclosures of any information regplito be filed on Form 8-K during the three months
ended December 31, 2011 that were not filed.
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ITEM 10.
GOVERNANCE

PART Il

DIRECTORS AND EXECUTIVE OFFICERS AND GRIPORATE

The following table sets forth, as of DecemberZ11, the name, age, and position of
each executive officer and director and the termffiée of each director of the

Company, as well as certain biographical infororatis set forth below.

Name Age Positions and Offices He Since
Michael D. Parnel 53 Management Director and Chief Executive Offi December 31, 200
Daniel McGroaty 54 Management Directc December 15, 201
Presiden November 29, 201
Gregory Schifrir 53 President/Chief Operating Offic February 4, 201
Management Directc November 29, 201
Mark Scott 58 Chief Financial Officel December 19, 201
Kevin Cassidy 55 Independent Directc August 24, 201:
Edward F. Cowle 55 Independent Directc May 10, 2011
Harvey Kaye 71 Independent Directc December 15, 201
John Victor Latimore, Ji 61 Independent Directc June 27, 201
H. Deworth Williams 76 Independent Directc November 29, 201
Geoff Williams 42 Independent Directc November 29, 201

Business Experience Descriptions

Set forth below is certain biographical informati@garding each of the Company's
executive officers and directors.

Our Management Directors

Michael D. Parnell

Mr. Parnell was appointed as a director and Chiedchtive Officer on December !
2007 following the acquisition of Media Depot. MParnell is a graduate of i
University of Arkansas with a degree in AgricultuEeconomics. In 2002, Mr. Parn
joined J.I.T. Distribution as President and wagoesible for marketing, licensing &
branding a variety of odor control products througktail distribution chains. In 20(
Mr. Parnell joined GWA, a national advertising agems a National Account Direct
directing CoOp advertising for 23 markets across the UniteteStdn 2005, Mr. Parne

30



joined Media Depot as National Account Director aves responsible for securing r
clients and maintaining existing client relationghi Prior to 2002, Mr. Parnell wa:
portfolio manager with the Investment Banking firofEEF Hutton and Paine Webber
almost 20 years.

Daniel McGroarty

Mr. McGroarty was appointed as a director on Decanitb, 2010 and President
November 29, 2011. Mr. McGroarty is the principatidounder of the Carmot Strate
Group, a Washington D.C. issue management conguitim he established in 2006. |
McGroarty has consulted from 1993 with firms ramginom Fortune 50 companies
startup ventures in industries ranging from the resogeseor, telecommunications ¢
airlines to travel, pharmaceuticals and financiatvices. Prior to establishing
consultancy, Mr. McGroarty served at senior levelshe U.S. Government, as Spe
Assistant to the President in the White House asmdor@sidential appointee to t
Secretaries of Defense. Mr. McGroarty serves asuda] Professor in the Gradu
School of Political Management at George Washingdaiversity. He is a contributir
columnist on geo-political issues at RealClearRglitRealClearWorld page.

Gregory Schifrin

Mr. Schifrin was appointed President on Februarg@l1 and Chief Operating Offic
and Director on November 29, 2011.

Mr. Schifrin has worked as a geologist and man&geR8 years in mining and mine
exploration industry where he has been involvegricious, base metals, and urar
exploration and development. Mr. Schifrin has pded technical services and pro
management for major and junior mining companies. $thifrin has been the Ch
Executive Officer of West Mountain Gold Corporatismce February 28, 2011. |
Schifrin was President and CEO of Terra Mining @ogbion from March 2010
February 2011.

From December 2007 to the present Mr. Schifrin thasPresident and Director of Sil
Verde May Mining Corporation. During his tenure MBchifrin managed corpor:
finance, accounting, legal and regulatory requinetsieexploration, geologic evaluati
project generation and land acquisition. Mr. Sahifalso served as President ar
Director in February and March 2010 of American MgCorporation.

From 1985 to the Present, Mr. Schifrin was the cgotter and President of Min
Exploration, a mining industry known explorationnealting and service compa
where Mr. Schifrin managed a staff of 15 to 20spenel, clients and contrac
accounting, legal and regulatory requirements, @l & managing exploration proje:
grassroots through drilling and development phawseughout North America for maj
and junior mining companies.
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From October 1992 to the Present, Mr. Schifri-founded Selkirk Environmental, Inc
an environmental consulting and service companyravhiee managed environmet
regulatory compliance, risk analysis, pollutionaclep and environmental assessmer
public and private clients.

From November of 2006 to December 2007, Mr. Sahitvas the President and C
of Golden Eagle Mining Corporation, where he madagerporate affairs, geologi
exploration, property acquisition and accounting.

In August of 1983, Mr. Schifrin received a BachedbrScience degree in Geology fr
the University of Idaho, Moscow. He is a registepedfessional geologist in the State
Washington. Mr. Schifrin resides in Sandpoint, lkolah

Mr. Schifrin was appointed as a Director based @ dignificant experience in t
mining and mineral exploration industry.

Our Directors
Kevin Cassidy

Mr. Cassidy is the Managing Member and Founder agit. International Consultir
Group, LLC, a consulting firm specializing in theev@lopment of global tradii
businesses and the creation of the requisite tnfratsire, management and sup
paradigms of said platforms.

Previously Mr. Cassidy was a Founding Partner ahig@fGperating Officer of Arche!
Capital Management, LLC, a multi strategy hedgedftimt managed in excess of §
billion in assets. Mr. Cassidy was responsible inoize the use of the firra’ Capita
Balance, which regularly exceeded $1 billion byldging an effective treasury and c.
management strategy at the firm.

Mr. Cassidy also served as the Chief Operatingc®ffior Bank Julius Baer (BJB), ba:
in Zurich. BJB at that time was the largest prilsateeld Bank in Switzerland. He wa
member of the BJB Management Committee and redplerfsir organizing and directil
the rebranding of the BJB global trading platform, indhgl both new product ai
business development. In addition, Mr. Cassidy gezl the global FX Option Tradi
Business and Operating Support Paradigm for th&.Ban

Prior to BJB, Mr. Cassidy was Managing DirectorUBS, where he was the Glo
Head of Fixed Income Derivatives Support. He alswved as the Global Head of
Bank’s Derivatives Infrastructure, including operatiofisance, IT systems and lec
While at UBS, Mr. Cassidy was also President of USurities Swaps Inc., the bask’
US based derivatives platform and business center.

Earlier in his career, Mr. Cassidy was ManagingeBtior of Bear Sterns, where he !
credited with the development of multiple new produincluding, Currency Exchange
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Warrants (CEV's) and Remarketed Preferred, and was also resperisib the ney
product planning and development group.

Mr. Cassidy began his career at Merrill Lynch, vehbe rose to the position of Sel
Section Manager in charge of New Product PlannmgjBevelopment. In this positic
he was credited with the development of (i) the BRewmted Preferred Product ¢
Trading Platform, and (ii) the development of tHe® Term Put Securities Product .
Global Trading Platform.

Mr. Cassidy was appointed a Director based onigrgfeeant experience and contact:
the banking industry. We expect Mr. Cassidy to sehand assist the Company \
regard to the development of the business.

Edward F. Cowle

Following a ten year career on Wall Street, Mr. @Gohas been starting, financing, .
advising small businesses for the past 20 yearsClghvle has been a director and for
CEO of US Rare Earths, Inc. (USRE Delaware), a @mpthat we acquired Aug!
2011, and its predecessor Thorium Energy, Inc.esgi7. USRE is an exploration
development company with rare earth and thoriunosgiép in Idaho and Montana. |
Cowle was a founder, and remains a Director, amtipal of Laser Technology, In
the world leader in sales of laser based law erfoaent speed guns and the manufac
and technology provider for Bushnell laser basedeational products. Mr. Cowle w
an initial facilitator, advisor and a significaritaseholder in Generex Biotechnologie
it transitioned from a private company to publict. Mowle worked with Generex a:
grew to a $500 million market capitalization (theck went from less than $1 to $24
share and Generex attained a national NASDAQ tgadstatus. Generex rais
approximately $200 million following the originab$nillion dollars that Mr. Cowle ai
his colleagues provided to the company as sgartapital. In 2008 Mr. Cowle becam
founding shareholder, and business advisor, totudsi Solutions, Inc. (“LSI”).The
company provides products, processes, and solutifmors contaminated wat
applications. LSI has raised approximately $25iaillsince inception and has a ma
capitalization of $150 million. Mr. Cowle has alsmrked closely with the Office

Industrial Liaison at NYU University (Medical Schpanvesting in and incubatir
several technologies. Mr. Cowle structured a lueedicensing deal with C. R. Bard -
a start- up company that he foinded with Temple University Office of Technolc
Development and Commercialization. Mr. Cowle wadoanding shareholder a
investor in Biophan Technology and worked closelgthwmanagement to devel
business, financing, and investor awareness. Boptent from startsp with just on
patent pending to a $200 million market cap and A&@ding and issued patents, in
four years, closing transactions with Boston SdientMedtronic, NASA and the FDy
Mr. Cowle formerly served as Senior Vice PresidemestmentsRPaine Webber and C
and Vice PresidentBear Stearns and Co. He graduated from Fairleigtkibsor
University in 1978 with a BA in English and Amenrcatudies.
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Harvey Kaye

Mr. Kaye was appointed as a director on December20%0. From March 2009 ur
January 18, 2012, he served as founding chairmdrC&®© of Latitude Solutions, In
where he remains a director. Latitude Solutioms;. lis a publicly traded holdii
company whose proprietary technologies and operatfmrovides products, proces
and solutions for contaminated water applicatiovis. Kaye was previously CEO a
President of Gulfstream Capital, L.C., a merchaahnking, consulting and financ
advisory organization that provides advisory andpomate finance services to b
public and private companies. Mr. Kaye has moren tB8 years of experience
providing financing, strategic planning and adntnaiBve leadership to both large ¢
small companies as an entrepreneur, investmenebarikairman, chief executive offic
and director. Gulfstream has acted in a merchamkibg, financial advisory and strate
planning capacity for numerous corporations, batblip and private.

John Victor Lattimore, Jr.

Mr. Lattimore was appointed Chairman of the Bodr®ioectors on June 27, 2011. Sil
1996, Mr. Lattimore has served as President andri@ha of the Board of Lattimo
Properties, Inc. of Plano, Texas. From 1986 to 201l was President of Lattime
Materials Company, LP, whose operations includegseggregate mines, 26 ready
concrete plants, four rail terminals and over 40txemand haul trucks. Lattimc
Materials is the U.S.’s premier concrete and aggpesysupplier in the Southwest.

Mr. Lattimore is a member of the Board of the Casgional Medal of Hon
Foundation. He is also on the board of the Nati@®iter for Policy Analysis, a Dall;
Texas and Washington, D.C.- based public policykiank.

H. Deworth Williams

Mr. H. Deworth Williams was appointed as a dire@srof November 29, 2011 and is
owner of Williams Investment Company, a Salt Lakiy GJtah financial consulting firi
and has been a financial consultant for more thatytfive years. During this time, M
Williams has been instrumental in facilitating s&lemergers, acquisitions, busin
consolidations and underwritings.

Geoff Williams

Mr. Geoff Williams was appointed as a director &&November 29, 2011 and has si
1994 been a representative of Williams Investmesm@any, the primary business
which is facilitating mergers, acquisitions, busseonsolidations and financings.
Williams attended the University of Utah and Catifia Institute of the Arts.
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Other Executive Officer

Mark Scott

Mr. Scott was appointed Chief Financial Officer bacember 19, 2011. Mr. Scott |
significant financial, capital market and relatiogsperience in public microcap gc
silver and technology companies. Mr. Scott culyeserves as (i) Chief Financ
Officer, Secretary and Treasurer of WestMountaitd@omce February 28, 2011 and :
consultant from December 2010; (ii) Chief Financficer of Sonora Resources Co
a position he has held since June 2011, (ii) Cligfancial Officer, Secretary a
Treasurer of Visualant, Inc., a position he hagdhg@hce May 2010; and (iv) Ch
Financial Officer of U.S. Rare Earths, Inc. a posithe has held since December 2011.

Mr. Scott previously served as Chief Financial €dfiand Secretary of IA Global, |
from October 2003 to June 2011. Previously, he legktutive financial positions w
Digital Lightwave; Network Access Solutions; andlti@nics, Inc. He has also hi
senior financial positions at Protel, Inc., Crystdhternational, Inc., Ranks Ho
McDougall, LLP and Brittania Sportswear, and worlkedArthur Andersen. Mr. Scott
also a certified public accountant and receivecehBlor of Arts in Accounting from t
University of Washington.

Family Relationships

There are no family relationships among our dinecémd executive, except for H.
Deworth Williams and Geoff Williams, who are fatterd son respectively.

Involvement in Certain Legal Proceedings
None of our directors or executive officers hagjrduthe past ten year

» Had any petition under the federal bankruptcy lawany state insolvency law filed
or against, or had a receiver, fiscal agent, oilamofficer appointed by a court for t
business or property of such person, or any patfnein which he was a general par
at or within two years before the time hereof, wy aorporation or business associa
of which he was an executive officer at or withirotyears before the time here

» Been convicted in a criminal proceeding or a namebject of a pending crimir
proceeding (excluding traffic violations and oth@&nor offenses)

 Been the subject of any order, judgment, or decres, subsequently revers
suspended, or vacated, of any court of competenisdjation, permanently «
temporarily enjoining him from, or otherwise linmg, the following activities

o Acting as a futures commission merchant, introdgidimoker, commodity tradir
advisor, commodity pool operator, floor broker,deage transaction merchant,
other person regulated by the Commodity Futuresdiigp Commission, or
associated person of any of the foregoing, or amastment adviser, underwrit
broker or dealer in securities, or as an affiligpedson, director or employee of
investment company, bank, savings and loan assmtiat insurance company,
engaging in or continuing any conduct or practiceannection with such activit

o Engaging in any type of business practice

o Engaging in any activity in connection with the ghaise or sale of any security
commodity or in connection with any violation ofdfral or state securities laws
federal commodities law:

 Been the subject of any order, judgment, or decres, subsequently revers



suspended, or vacated, of any federal or stateatyttvarring, suspending, or otherw
limiting for more than 60 days the right of suchrqma to engage in any activ
described in (i) above, or to be associated witlsgres engaged in any such activ

Been found by a court of competent jurisdictioraigivil action or by the SEC to he
violated any federal or state securities law, whaeejudgment in such civil action
finding by the SEC has not been subsequently redesispended, or vacated

Been found by a court of competent jurisdictioraikivil action or by the Commaodi
Futures Trading Commission to have violated angif@dcommodities law, where t
judgment in such civil action or finding by the Carodity Futures Trading Commissi

has not been subsequently reversed, suspendeal;ated

Committees of the Board of Directors

We do not have any committees of the Board of Darsc We expect to form Aud
Compensation and Nominating and Governance conesittaring 2012.

Section 16 (a) Beneficial Ownership Reporting Caarle

The Companys executive officers, directors and 5% stockholdmes required und
Section 16(a) of the Exchange Act to file repoft®wnership and changes in owner:
with the SEC. Copies of these reports must alsoitmeshed to the Company.

Based solely on a review of copies of reports &hvad to the Company, or writf
representations that no reports were requiredCtimapany believes that during the fis
year ended December 31, 2011 its executive offiadirectors and 5% holders did
comply with all filing requirements. On April 6, 28, Form 55 were filed for it
executive officers, directors and 5% stockhold&ise 5% stockholders are expecte
file their required Form 13D during April 2012.
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Compensation Committee Interlocks and Insider Eipgtion

We do not have a Compensation Committee. Durirgyglriod, no executive officer of
the Company served as:

* a member of the Compensation Committee (or equitatd any other entity, one
whose executive officers served as one of our tirecr was an immediate fan
member of a director, or served on our Compens&mmmittee; o

e a director of any other entity, one of whose exgeubfficers or their immedia
family member served on our Compensation Commi

Code of Ethics

We have adopted conduct and ethics standards tlieedCode of Ethics (theCbde o
Ethics”), which are available at www.usrareearths.com. Th&medards were adopted
the Board to promote transparency and integritye Shandards apply to the Bo:
executives and employees. Waivers of the requirésneh the Code of Ethics
associated polices with respect to members of thedBor executive officers are sub
to approval of the full Board.

The Company’s Code of Ethics includes the following

» Honest and ethical conduct, includimg ethical handling of actual or apparent
conflicts of interest between personal and protesdirelationships;

* Full, fair, accurate, timely anddenstandable disclosure in reports and
documents that the Company files with, or subnaifghte United States Securities and
Exchange Commission (theSEC”) and in other public communications;

» Compliance with applicable governta¢faws, rules and regulations;
» The prompt internal reporting of kattons of this Code; and
» Accountability for adherence to thisde.

On an annual basis, each director and executiveeofivill be obligated to complete
Director and Officer Questionnaire which requirescbbsure of any transactions with
Company in which the director or executive officer, any member of his or
immediate family, have a direct or indirect materigerest. Pursuant to the Code
Ethics, the Audit Committee (once formed) and tloaf8 are charged with resolving
conflict of interest involving management, the Bband employees on an ongc
basis.
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ITEM 11. EXECUTIVE COMPENSATION

The following table provides information concernigmuneration of the chief execut
officer, president, chief operating officer, chi@hancial officer and another narmr
executive officer for the fiscal years then endest@&nber 31, 2011, 2010 and 2009.

Summary Compensation Table

Non-Equity
Incentive
Stock Plan Option Other
Salary Bonus Awards Compensation  Awards Compensation Total
Name Principal Position % @O ($) ($) (2) ($) $ (%) (3) (%)
Michael D. Parnel  Chief Executive Officer, 12/31/11$ 120,703 $ - $ 712500 $ - $ - $ - $ 833,203
Director 12/31/10$ 95,000 $ $ - % $ $ $ 95,000
12/31/09$ 78,000 $ $ $ $ $ $ 78,000
Daniel McGroarty  President, Director 12/31/11 $ $ $ 712500 $ $ $ 41,000 $ 753,500
Gregory Schifrin (4 Chief Operating Officer, 12/31/11 $ $ $ 28500 $ $ $ 67,000 $ 95,500
Director
Mathew Hoff Business Manager 12/31/11$ 111,401 $ $ 712,500 $ $ $ $ 823,901
12/31/10$ 93,000 $ $ - 0% $ $ $ 93,000
12/31/09$% 78,000 $ $ $ $ $ $ 78,000
Mark Scott (5) Chief Financial Officer 12/31/11 $ $ $ $ $ $ $

(1) The amounts represent salary paid to Mr. Parnell-uwif.

(2) The amounts reflects 125,000 shares for year fodffige of the amended

employment agreements for Mr. Parnell, Schifrin biadf that vest with the
change in control by merger, acquisition, takearestherwise. The shares were
valued at the fair market value of $2.85 per share.

(3) The amounts paid to Mr. McGroarty and Mr. Schifsimder consulting or

employment agreements.

(4) Excludes $899,324 in fees paid or accrued to adontrolled by Mr. Schifrin
related to the staking staking of additional claims and filing requiredopawork

for the maintenance of its claims.
(5) Mr. Scott was hired December 19, 2011.

Grants of Stock Based Awards (Not Granted Under Riay) in Fiscal Year Then Enc

December 31, 2011

There were no stock based awards during the fys@al ended December 31, 2011.

Outstanding Equity Awards in Fiscal Year Then EnBDedember 31, 2011
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There were no outstanding equity awards as of Dbeeil, 2011

Option Exercises and Stock Vested in Fiscal YeanlBnded December 31, 2011

There were no stock based awards or stock optiantgrduring the fiscal year enc
September 30, 2011.

Employment Agreements
Michael D. Parnell

On December 10, 2010, the Company entered into @is®k Employment Agreement Rarnel
Agreement”) with Michael Parnell, the CompasiChief Executive Officer. Under the terms of trearfel
Agreement, Mr. Parnel’ salary was $125,000 in year one, $137,500 in twearand $151,000 in ye
three. Mr. Parnell was awarded 300,000 sharesstficeed common stock. In the event the Compa
sold or merged or there is a change in control, Rérnell is to receive at his discretion, severaoi
$500,000 in cash or restricted common stock at $eésOshare. Mr. Parnell is eligible for vacationsot
weeks, benefit programs and incentive bonuses psowgd by the Board of Directors. The Par
Agreement has a three year term and is automaticatiewable for additional one year periods ul
ninety days’ notice is provided by either party.

On July 26, 2011, the Company entered into an Addento a Revised Employment AgreemerRgfnel
Agreement Addendum”)The Parnell Agreement Addendum extended the tertwbyyears to five yea
from December 10, 2010. Mr. Parnslisalary was $125,000 in year one, $137,500 intyes $151,00
in year three, $166,100 in year four and $182,ngeiar five. The Company also agreed to issue 0P
shares per year to Mr. Parnell in year four and,fiwovided Mr. Parnell is employed by the Compaim
the event of a change in control of the Companyneyger, acquisition, takeover or otherwise, thee
amounts due in years four and five would becomeediately due and payablas of December 31, 201
the Company has accrued $500,000 and $712,500 212500 as Accrued compensatioofficers, in th
accompanying balance sheet.

Daniel McGroarty

On November 29, 2011, Mr. McGroarty was appointegsidlent of the Company. On January 1, 2
Company entered into an Employment Agreement (“Ma@y Agreement”with Daniel McGroarty, th
Company’s President. Under the terms of the McQGyo&greement, Mr. McGroartg' salary we
$120,000 in year one and is to be negotiated insy2a&and 3. Mr. McGroarty was awarded 650,000
of restricted common stock. The McGroarty Agreemkas a three year term and is automati
renewable for additional one year periods unlesstgidays’ notice is provided by either party.

Gregory Schifrin

On December 10, 2010, the Company entered into rapldyment Agreement (“Schifrin Agreemeht”
with Gregory Schifrin, the Comparg/’President. Under the terms of the Schifrin Agresim Mr
Schifrin’s salary was $60,000 in year one and is to be ragdtin years 2 and 3. Mr. Schifrin v
awarded 10,000 shares of restricted common stoglean one and 240,000 shares of restricted cor
stock in year two. The Schifrin Agreement has adhyear term and is automatically renewable
additional one year periods unless ninety daysteas provided by either party.

On July 26, 2011, the Company entered into an Addemto a Revised Employment Agreemer8dhifrin
Agreement Addendum”)The Schifrin Agreement Addendum extended the teyrniwlo years to five yea
from December 10, 2010. Mr. Schifrmsalary was $96,000 in year one, and is to betizgd in years
through 5. The Company also agreed to issue 125s0@@es per year to Mr. Schifrin, provided
Schifrin is employed by the Company. In the ewarda change in control of the Company by merger,
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acquisition, takeover or otherwise, the share ansodne in years four and five would become immet
due and payablés of December 31, 2011, the Company has accruggd,$J0 as Accrued compensa
— officers, in the accompanying balance sheet.

On November 29, 2011, Mr. Schifrin’s title was cbad to Chief Operating Officer.
Matthew Hoff

On December 10, 2010, the Company entered intovis&EEmployment Agreement (“Hoff Agreement”
with Matthew Hoff, the Company’s Business Manadérder the terms of the Hoff Agreement, Mr. Heff’
salary was $125,000 in year one, $137,500 in ywearand $151,000 in year three. Mr. Hoff \
awarded 300,000 shares of restricted common stodke event the Company is sold or mel
or there is a change in control, Mr. Hoff is tog®e at his discretion, severance of $500,0(
cash or restricted common stock at $.50 per sihéreHoff is eligible for vacation of six weel
benefit programs and incentive bonuses as appréyedhe Board of Directors. The Hi
Agreement has a three year term and is automaticatliewable for additional one year peri
unless ninety days’ notice is provided by eithatypa

On July 26, 2011, the Company entered into an Addento a Revised Employment Agreen
(“Hoff Agreement Addendum”).The Hoff Agreement Addendum extended the term bg
years to five years from December 10, 2010. Mr.fidofsalary was $125,000 in year ¢
$137,500 in year two, $151,000 in year three, $ll@® in year four and $182,710 in year f
The Company also agreed to issue 125,000 sharegeperto Mr. Hoff in year four and fiv
provided Mr. Hoff is employed by the Company. hetevent of a change in control of
Company by merger, acquisition, takeover or othgewihe share amounts due in years fou
five would become immediately due and payable.of December 31, 2011, the Company
accrued $500,000 and $712,500 or $1,212,500 asuAdccompensation efficers, in th
accompanying balance sheet.

Consulting Agreements

Mark Scott

On December 19, 2011, the Company entered intors@ting Agreement with Mark Scott
connection with his service as Chief Financial &fiof the Company. Mr. Scott will receive:
US $4,000 cash per month and (ii) restricted shafeSompany common stock equaling
$3,000 at $2.85 per share (1,053 shares monthiy@doh monthly period from December
2011 through December 31, 2012, the expiration ditlee Agreement.

Potential Payments upon Termination or Change imti©b

Our Employment Agreements with the named executiVieers have provisions providing f
severance payments as discussed below.
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Michael D. Parnell Termination Paymer
Early Not For Good Change in

Executive For Cause  or Normal Cause Control Disability
Payments Upon Termination Retirement Termination Termination or Death
Separation on 12/31/11 on 12/31/11 on 12/31/11 on12/31/11 on 12/31/11
Compensation:
Base salary $ - $ - $ - $ 500,000 $ -
Performance-based incentive
compensation (1) $ - $ - $ - $ 712500 $ -
Stock options $ - 8 - % - $ - $ -
Benefits and Perquisites:
Health and welfare benefits ~ $ - % - $ - $ - $ -
Accrued vacation pay $ - $ - $ - 9 - 8 -
Total $ - $ - $ - $ 1212500 $ -

(1) Represents severance of $500,000 in cash or testr@ommon stock at $.50 per st
event the Company is sold or merged or there saage in control.

(2) The amounts reflects 125,000 shares for year fodffige of the amended employment
agreement for Mr. Parnell that vests with the cleaingcontrol by merger, acquisition,
takeover or otherwise. The shares were valuededaih market value of $2.85 per she

Daniel McGroarty Termination Paymer
Early Not For Gooc Change ir

Executive For Caus¢  or Normal Cause Control Disability
Payments Upo Termination Retirement  Termination Termination or Death
Separatior on 12/31/11 on12/31/11 on12/31/11 on 12/31/11 on 12/31/11
Compensatior
Base salary (1 $ - 8 - $ 120,00 $ 240,00 $ -
Performanc-based incentiv
compensatio $ -8 - $ - $ - $ -
Stock options $ - 3% -8 - $ - $ -

Benefits and Perquisite

Health and welfare benefi $ - % -8 - $ - $ -
Accrued vacation pa $ - 8 - $ - $ - 8 -
Total $ - % - $ 120,000 $ 240,000 $ -
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(1) Reflects twelve month's severance to be paid uponihation without cause a
twenty four months upon termination in a changeaftrol.

Gregory Schifrin Termination Paymer
Early Not For Gooc Change ir

Executive For Caust or Normal Cause Control Disability
Payments Upo Termination Retiremen Termination Termination  or Death
Separatior on 12/31/11 on 12/31/11 on 12/31/11 on 12/31/11 on 12/31/11
Compensatior
Base salar $ - $ - 3% - $ - $ -
Performanc-based incentiv
compensation (; $ - $ - $ - $ 712500 % -
Stock options $ - $ - 3 - 3 - 3 -
Benefits and Perquisite
Health and welfare benefi $ - $ - 3 - 3 - 3 -
Accrued vacation pa $ - $ - 8 - $ - $ -
Total $ - $ - 8 - $ 71250 % -

(1) The amounts reflects 125,000 shares for year fodrfave of the amended employm
agreement for Mr. Schifrin that vests with the aigiin control by merger, acquisiti
takeover or otherwise. The shares were valuedediaih market value of $2.85 per she

Mathew Hoff Termination Paymer
Early Not For Good Change in

Executive For Cause  or Normal Cause Control Disability
Payments Upon Termination Retirement Termination Termination  or Death
Separation on 12/31/11 on 12/31/11 on 12/31/11 on 12/31/11 on 12/31/11
Compensation:
Base salary (1) $ - $ - $ - $ 500,000 $ -
Performance-based incentive
compensation (2) $ - $ - $ - $ 712500 $ -
Stock options $ - % - $ - $ - 3% -
Benefits and Perquisites:
Health and welfare benefits ~ $ - % - $ - $ - 8 -
Accrued vacation pay $ - 3 - $ - $ - 3 -
Total $ - 3 - 3 - $1,212500 $ -

(1) Represents severance of $500,000 in cash or testr@ommon stock at $.50 per st
event we are sold or merged or there is a changeritrol.

(2) The amounts reflects 125,000 shares for year fodrfive of the amended employm
agreement for Mr. Hoff that vests with the changecontrol by merger, acquisitic
takeover or otherwise. The shares were valuededaih market value of $2.85 per she

Mark Scott Termination Paymer
Mark Scott does not receive any termination or gleain control payments.

Director Summary Compensation Table

The table below summarizes the compensation paithédyCompany to noamployee directo
during the year then ended December 31, 2011.

Stock Option
Name Awards (1 Awards Total

J.ohn Victor Lattimore, J $ - $ - $ -
Logic International Consulting Group LLC/ Kevin Gady
(affiliate) 427,500 - 427,500



Harvey Kaye - - -
Edward F. Cowle (affiliate - - -
H. Deworth Williams (affiliate’ - - -
Geoff Williams (affiliate) - - -

$ 427,500

$ 427,500 $

(1) The amounts represents 150,000 shares awardedBat®2 share.

We use stock options grants to incentive compemsati attract and retain qualified candidate
serve on the Board. In setting director compensatibe Company considers the signific
amount of time that Directors expend in fulfilliigeir duties to the Company as well as the skill-
level required by the Company of members of therBoBuring the year ended December
2011, Michael Parnell and Gregory Schifrin did reteive any compensation for their servic

a director. During the year ended December 31,12Maniel McGroarty received 150,(
shares as compensation for service as a direcior tw his appointment as President
November 29, 2011. The compensation disclosedarStiimmary Compensation Table on

43 represents the total compensation.

Compensation Paid to Board Members

Our directors are not compensated in cash.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL\WNERS AND
MANAGEMENT AND RELATED STOCKHOLDER MATTERS

The following table sets forth certain informatimygarding the ownership of our common stock
as of April 16, 2012 by:

e each director and nominee for direct

» each person known by us to own beneficially 5% orerof our common stoc

« each officer named in the summary compensatior talsewhere in this report; a
< all directors and executive officers as a grc

The amounts and percentages of common stock be&dgfiowned are reported on the basi
regulations of the SEC governing the determinatibbeneficial ownership of securities. Un
the rules of the SEC, a person is deemed to berefirial owner’of a security if that person
or shares voting powenihich includes the power to vote or to direct tloéing of such securit
or “investment power,Which includes the power to dispose of or to ditbetdisposition of sut
security. A person is also deemed to be a benk@iwiaer of any securities of which that per
has the right to acquire beneficial ownership witbD days. Under these rules more than
person may be deemed a beneficial owner of the satities and a person may be deem
be a beneficial owner of securities as to whicthguerson has no economic interest.

Unless otherwise indicated below, each beneficiater named in the table has sole voting
sole investment power with respect to all sharesefeally owned, subject to commun
property laws where applicable. The address of dsmfeficial owner of more than 5%
common stock is as follows:

Shares Outstanding with

Shares Outstandir Warrants

Amount Percentag Amount Percentag
Directors and Officel-
Michael Parnell Living Trust/ Michael Parnell, Ling Trust
(affiliate) 1,585,001 7.7% 1,585,00! 6.5%
Daniel McGroarty 267,54« 1.3% 285,08t 1.2%
Gregory Schifrir 10,00( 0.0% 10,00( 0.0%
Mark Scott - 0.0% - 0.0%
Hoff Family Trust/ Matt Hoff, Trustee (affiliate 1,585,001 7.7% 1,585,001 6.5%
J.ohn Victor Lattimore, J 350,88 1.7% 701,76( 2.9%
Logic International Consulting Group LLC/ Kevin Gady
(affiliate) 150,00( 0.7% 1,770,001 7.3%
Harvey Kaye 250,00( 1.2% 250,00( 1.0%
Edward F. Cowle (affiliate 4,500,001 21.8% 4,500,001 18.6%
H. Deworth Williams (affiliate’ 4,400,00i! 21.3% 4,400,00i! 18.1%
Geoff Williams (affiliate) 1,500,00i 7.3% 1,500,00i 6.2%
Total Directors and Officers (11 in tot: 14,598,42 70.6% _ 16,586,84 68.2%
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Shares Outstanding with
Shares Outstandir Warrants
Number Percentagr Amount Percentag

Greater Than 5% Ownerst

Edward F. Cowle (affiliate 4,500,001 21.9% 4,500,00! 18.5%
70 Garth Road, Apt. 4.
Scarsdale, NY 1058

H. Deworth Williams (affiliate’ 4,400,00t 21.5% 4,400,001 18.1%
2681 East Parleys Way, Suite z
Salt Lake City, UT 8410

Michael Parnell Living Trust/ Michael Parnell, ling Trust (affiliate)  1,585,00i 7.7%1,585,00C 6.5%
906 N. McCoy Blve
New Boston, TX 7557

Logic International Consulting Group LLC/ Kevin Gidy (affiliate) 150,00( 0.7% 1,770,001 7.3%
711 Fifth Avenue

New York, New York 1002;

Hoff Family Trust/ Matt Hoff, Trustee (affiliate 1,585,00i 7.7% 1,585,00! 6.5%
91 Faircrest Roa
Montoursville, PA 1775

Geoff Williams (affiliate) 1,500,001 7.3% 1,500,00( 6.2%
2681 East Parleys Way, Suite z
Salt Lake City, UT 8410

Children's International Obesity Foundation, Irg. 1,106,00 5.4% 1,106,00( 4.6%
1393 North Bennett Circl
Farmington, UT 8402

(1) Edward F. Cowle and H. Deworth Williams dombhghares to the foundation and sit on
board of trustees.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACIDNS, AND
DIRECTOR INDEPENDENCE

Acquisition of U.S. Rare Earths (Delaware), Inc.

We acquired U.S. Rare Earths, Inc., a Delawarearatipn (“ USRE Delaware) on August 2z
2011. USRE Delaware owns certain mining and/oremsihclaims and/or leases located in
around the Lemhi Mining District of Idaho and th@Mana / Beaverhead District.

Pursuant to the terms of the agreement, USRE Detagtackholders exchanged 100% of |
Rare Earths’ outstanding common stock for 5,000@080ur unregistered shares of common
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stock. In connection with the acquisition, we rotped our corporate name to U.S. Rare Ee
Inc. Two principals of USRE Delaware, Edward F.wBn and H. Deworth Williams, we
principal stockholders of USRE and Mr. Cowle wadirector of USRE. Because of the rel:
nature of the parties to the transaction, we engteaivto conduct an independent investigatic
USRE Delaware and its properties and research thatamand value of acquiring USI
Delaware.

Our Chief Executive officer and director, Michael Barnell, oversaw the investigation
consulted with our other directors, officers, advisand principal stockholders not relate
USRE Delaware. The company researched informadioth documents related to the US
Delaware properties and consulted with other perstamiliar with the properties and -
industry. Following the review of all availablgdnmation, we determined that the acquisitio
USRE Delaware presents a unique opportunity fotausompliment the claims and lea
presently owned by our subsidiary, Seaglass. W dlelieve that the acquisition v
accomplished for a fair, negotiated consideratiod the acquisition was in the best intere:
our stockholders.

Other Related Party Transactions

Other related party transactions are discloseché Notes to Form 18- for the year ende
December 31, 2011.

Related Party Transactions

Starting in 2012, we expect to form an Audit Contedtwho will be responsible for review
and approving, as appropriate, all transaction$ wélated persons. We have not adopt
written policy for reviewing related person transams. We reviews all relationships ¢
transactions in which the Company and our directord executive officers or their immedi
family members are participants to determine whetheh persons have a direct or indi
material interest. As required under SEC rulesysaations, if any, that are determined t
directly or indirectly material to the Company oredated person are disclosed.

Director Independence
The Board has affirmatively determined that eacMegsrs. Cassidy, Kaye and Lattimore ar

independent director For purposes of making that determination, tloarl used NASDAGQ
Listing Rules even though the Company is not culydisted on NASDAQ.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
Audit Committee Pre-Approval Policy

Starting in 2012, we expect to form an Audit Contedtand expect to establish a ppprova
policy and procedures for audit, auddlated and tax services that can be performedhk
independent auditors without specific authorizatiamm the Audit Committee subject to cert
restrictions. The policy is expected to set out specific services prapproved by the Auc
Committee and the applicable limitations, while wiiyg the independence of the indepen
auditors to audit our financial statements is nopaired. The prepproval policy does n
include a delegation to management of the Audit @dittee responsibilities under the Excha
Act.
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Service Fees Paid to the Independent RegistereicAdzounting Firm

The Audit Committee engaged GBH CPAs, PC to perfammannual audit of our financ
statements for the year ended December 31, 2012@0@, The following is the breakdown
aggregate fees paid to GBH CPAs, PC for the lagtfiscal years:

Year Endec Year Endec
December 31, 201 December 31, 201
Audit Fees $ 11,50( 21,00(
Audit related fee: 49,92( 25,00(
Tax fees - -
All other fees 4,54( -
$ 65,96( 46,00(

"Audit fees" are fees paid for professionalims for the audit of our financial
statements.

- “Audit-Related feesare fees billed by GBH CPAs, PC. to us for servieesincluded i
the first two categories, specifically, SAS 100iesws, SEC filings and consents, and accoul
consultations on matters addressed during the audiitterim reviews, and review work rela
to quarterly filings.

- “Tax Feesare fees primarily for tax compliance in connectiwith filing US income ta
returns.

- “All Other Fees” are fees primarily facquisition services.
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
(a) FINANCIAL STATEMENTS:
Our financial statements, as indicated by the Ine€onsolidated Financial Statements set fortlovay
begin on page F-1 of this Form K)-and are hereby incorporated by reference. Fiaarstatemer
schedules have been omitted because they are platadgbe or the required information is includedtlive
financial statements or notes thereto.

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Title of Documen Page
Report of Independent Registered Public Accourfiinmns F-1
Consolidated Balance Sheets as of December 31, &0 201( F-2
Consolidated Statements of Operations for the yeaded December 31, 2011 and 2 F-3
Consolidated Statements of Changes in StockholBgtsty for the years ended December

2011 and 201! F-4
Consolidated Statements of Cash Flows for thehferyears ended December 31, 2011 an

2010 F-5
Notes to the Financial Stateme F-6
(b) EXHIBITS:

Exhibit Description
No.

3.1 Articles of Incorporation dated December 13)2(q1)

3.2 By-Laws dated September 10, 2010. (2)

10.1 Form of Subscription Agreement dated Febrda®011 by and between Colorado Rare Earths, Inc.
and New Investors. (3)

10.2 Form of Common Stock Purchase Warrant dateel 1u2011 by and between Colorado Rare Earths,
Inc. and New Investors. (3)

10.3 Employment Agreement dated February 4, 201dndybetween Colorado Rare Earths, Inc. and
Gregory Schifrin. (3) *

10.4 Common Stock Purchase Warrant dated MarcBX, by and between Colorado Rare Earths, Inc.
and Logic International Consulting Group, LLC. (3)

10.5 Services Agreement dated March 11, 2011 bybahwleen Colorado Rare Earths, Inc. and Logic
International Consulting Group, LLC. (3)

10.6 Financial Advisory Agreement dated May 24,268¢ and between Colorado Rare Earths, Inc. and
McKim and Company LLC. (4)

10.7 Common Stock Purchase Warrant dated May 24, B9 and between Colorado Rare Earths, Inc
James Calhill. (4)

10.8 Agreement for Service dated May 25, 2011 ld/tmtween Colorado Rare Earths, Inc. and P-Con
Consulting, Inc. (4)

10.9 Common Stock Purchase Warrant dated May 2B, B9 and between Colorado Rare Earths, Inc
P-Con Consulting, Inc. (4)

10.10 Agreement and Plan of Merger dated July @812y and between Colorado Rare Earths, Inc., U.S.
Rare Earths, Inc. (Delaware) and Seaglass Holdorg.G6)
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10.11 Amendment to Revised Employment Agreemergiddaly 26, 2011 by and between Colorado Rare
Earths, Inc. and Gregory Schifrin. (5) *

10.12 Amendment to Revised Employment Agreemeretiddaily 26, 2011 by and between Colorado Rare
Earths, Inc. and Matthew Hoff. (5) *

10.13 Amendment to Revised Employment Agreemereddaily 26, 2011 by and between Colorado Rare
Earths, Inc. and Michael Parnell. (5) *

10.14 Promissory Note dated August 19, 2011 bytetadeen Colorado Rare Earths, Inc., U.S. Rare
Earths, Inc. (Delaware), Seaglass Holding Corpwdtd F. Cowle, Blue Cap Development Corp. (7)
10.15 Common Stock Purchase Warrant dated Noveg$he011 by and between U.S Rare Earths, Inc.
and Logic International Consulting Group, LLC. (7)

10.16 Consulting Agreement dated December 19, B§lkdnd between U.S. Rare Earths, Inc. and Mark
Scott. (8) *

10.17 Executive Employment Agreement dated JanLia?912 by and between U.S. Rare Earths, Inc. and
Daniel McGroarty. (7) *

10.18 Common Stock Purchase Warrant dated Dece®ih@011 by and between U.S Rare Earths, Inc.
and Logic International Consulting Group, LLC. (7)

10.19 Common Stock Purchase Warrant dated Dece®ih@011 by and between U.S Rare Earths, Inc.
and Logic International Consulting Group, LLC. (7)

14.1 Code of Ethics dated December 28, 2011 (7)

21.1 Subsidiaries of the Registrant. (7)

31.1 Certification by Chief Executive Officer puesu to Rule 13a-14(a). (7)

31.2 Certification by Chief Financial Officer puest to Rule 13a-14(a). (7)

32.1 Certification by Chief Executive Officer puesu to 18 U.S.C. Section 1350, as adopted purgaant
Section 906 of the Sarbanes-Oxley Act of 2002. (7)

32.2 Certification by Chief Financial Officer puest to 18 U.S.C. Section 1350, as adopted purgaant
Section 906 of the Sarbanes-Oxley Act of 2002. (7)

99.1 Financial Statements of Seaglass Holding @srpf December 14, 2010. (9)

99.2 Unaudited pro forma financial statements ef@@mpany and Seaglass Holding Corp as of Dece

15, 2010. (9)

99.3 Financial statements of U.S Rare Earths,(Delaware), a private corporation as of 12/31/10) (

99.4 Unaudited pro forma financial statements ef@mpany and U.S Rare Earths (Delaware), a private
corporation, as of December 31, 2010 and June(®(1,.410)

* Indicates management contract or compensatory. pla

(1) Included as Appendix A to 14C Information Staémt filed with SEC on December 10, 2007.

(2) Filed as Exhibit to the Form 10-SB registratstatement filed with SEC on July 28, 2000.

(3) Attached as an exhibit to the Companiorm 10Q/A for the three months ended March 81,12an:
filed with the SEC on April 16, 2012.

(4) Attached as an exhibit to the Companifform 10Q/A for the three months ended June 3D] 2
filed with the SEC on April 16, 2012.

(5) Attached as an exhibit to the Companfform 10Q/A for the three months ended SeptembeP(BL:
and filed with the SEC on April 16, 2012.

(6) Attached as an exhibit to the Company’s Fori @ated July 18, 2011 and filed with the SEC ory
22, 2011.

(7) Filed herewith.

(8) Attached as an exhibit to the Company’s Forik @ated December 19, 2011 and filed with the SE
December 29, 2011.

(9) Attached as an exhibit to the Company’s Fori/8-dated December 15, 2011 and filed with the .
on July 7, 2011.

(10) Attached as an exhibit to the Company’s ForKI& dated August 22, 2011 and filed with the SEC
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Report of Independent Registered Public Accourfing

The Board of Directors and Shareholders
US Rare Earths, Inc.:

We have audited the accompanying consolidated balaheets of US Rare Earths, Inc. (the “Comppny”
as of December 31, 2011, and the related consetiddatements of operations, consolidated stodkensi|
equity, and consolidated cash flows for the yealednDecember 31, 2011. These financial statenase
the responsibility of the Comparsy’management. Our responsibility is to express @nian on thes
financial statements based on our audit.

We conducted our audit in accordance with the statedof the Public Company Accounting Overs
Board (United States). Those standards requirevtieaplan and perform the audit to obtain reasot
assurance about whether the financial statemeat$ree of material misstatement. The Company i
required to have, nor were we engaged to perfomauait of its internal control over financial repog.
Our audit included consideration of internal cohtyeer financial reporting as a basis for desigrangli
procedures that are appropriate in the circumstrmé not for the purpose of expressing an opitin
the effectiveness of the Compasyhternal control over financial reporting. Acdingly, we express I
such opinion. An audit also includes examining, atest basis, evidence supporting the amount
disclosures in the financial statements. An auldib éncludes assessing the accounting principled asi
significant estimates made by management, as wellewaluating the overall financial staten
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, the consolidated financial stateteereferred to above present fairly, in all mat
respects, the financial position of Rare Earths, (the “Company”as of December 31, 2011, and
related statements of operations, stockholdeggiity, and cash flows for the year ended Decendli
2011. These financial statements are the respbtysif the Company$ management, in conformity w
generally accepted accounting principles in thetdéhStates of America.

The accompanying consolidated financial statemiat® been prepared assuming that the Compan
continue as a going concern. As discussed in Note the financial statements, the Company
sustained a net loss from operations and has ammadated deficit. These factors raise substadtalb
about the Company’s ability to continue as a gaingcern. Managemestplans in this regard are &
described in Note 1. The financial statements dimclude any adjustments that might result frave
outcome of this uncertainty.

PMB Helin Donovan, LLP
/s/ PMB Helin Donovan, LLP

April 16, 2012
Seattle, Washingto



Report of Independent Registered Public Accounfinm

To the Board of Directors and Stockholders
U.S. Rare Earths, Inc. (formerly Colorado Rare lisrinc.)
Lonoke, Arkansas

We have audited the accompanying consolidated balameet of U.S. Rare Earths, Inc. (form
Colorado Rare Earths, Inc.) and Subsidiaries (tberipany”)as of December 31, 2010, and the rel
consolidated statements of operations, stockhdla@epsity and cash flows for the year then ended.sé
consolidated financial statements are the respibibgibf the Companys management. Our responsib
is to express an opinion on these consolidatedifishstatements based on our audit.

We conducted our audit in accordance with the statedof the Public Company Accounting Overs
Board (United States). Those standards requirewikaplan and perform the audit to obtain reasa
assurance about whether the consolidated finastééments are free of material misstatement.
Company is not required to have, nor were we erdjdgeperform, audit of its internal control o
financial reporting. Our audit included considematof internal control over financial reporting asasi
for designing audit procedures that are appropratéhe circumstances, but not for the purpos
expressing an opinion on the effectiveness of thengany's internal control over financial report
Accordingly, we express no such opinion. An auditludes examining, on a test basis, evid
supporting the amounts and disclosures in the dioiaded financial statements. An audit also inek
assessing the accounting principles used and Eignif estimates made by management, as wi
evaluating the overall consolidated financial stetat presentation. We believe that our audit glewii
reasonable basis for our opinion.

In our opinion, the consolidated financial stateteereferred to above present fairly, in all mat
respects, the consolidated financial position &.URare Earths, Inc. (formerly Colorado Rare Eaitis)
as of December 31, 2010 and the consolidated sesfitheir operations and their consolidated cémlus
for the year then ended, in conformity with accaumiprinciples generally accepted in the United&ta
America.

/sl GBH CPAs, PC
GBH CPAs, PC
www.gbhcpas.com

Houston, Texas
April 15, 2011
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U.S. RARE EARTHS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

ASSETS
December 31 December 31
2011 2010
CURRENT ASSET¢
Cash $ 521,55. % 61,57«
Accounts receivable, less allowance for doubtfaloants
of $80,486 and $64,734, respectiv 457,17 710,41:
Other current asse 64< 51,73(
Total current asse 979,37t 823,71!
PROPERTY AND EQUIPMENT
Property and equipment, r 149,32t 49,80"
Mineral propertie: 326,00( 326,00(
Total property and equipme 475,321 375,80
TOTAL ASSETS $ 1,454,70 ¢ 1,199,52

LIABILITIES AND STOCKHOLDERS' (DEFICIT) EQUITY

CURRENT LIABILITIES

Accounts payable and accrued expel $ 365,17¢ $ 408,09¢
Accounts payable and accrued expe-related part) 5,42¢ -
Accrued compensati-officers 3,137,501 -
Current installments of long term de related party (net ¢
discount of $51,313 and zel 272,17: -
Total current liabilities 3,780,28: 408,09¢

LONG-TERM DEBT

Note payabl-related party (net of discount of $94,463 and z 463,25¢ -
Total liabilities 4,243,53! 408,09¢

STOCKHOLDERS' (DEFICIT) EQUITY

Preferred stock; 10,000,000 shares authori

at $0.001 par value, no shares issued

outstanding, respective - -
Common stock; 100,000,000 shares authori

at $0.00001 par value, 20,504,238 and 12,30C

shares issued and outstanding, respect 20t 123
Additional paic-in capital 39,247,89 4,109,84
Accumulated defici (42,036,92¢ (3,318,547

Total stockholders' (deficit) equi (2,788,831 791,42

TOTAL LIABILITIES AND STOCKHOLDERS' (DEFICIT) EQUITY $ 1,454,70. ¢ 1,199,522

The accompanying notes are an integral part oktheasolidated financial statements.
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U.S. RARE EARTHS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

For the Year Ende
December 31

2011 2010
REVENUES
Advertising revenu $ 3,051,19. $ 3,890,96!
Total revenue 3,051,109. 3,890,96!
Cost of revenue 1,994,59: 2,853,67
Gross margir 1,056,59! 1,037,28:
OPERATING EXPENSE!
Selling, general and administrative exper 17,799,41 2,191,19
Exploration expens 2,026,641 -
Depreciation expens 29,90¢ 22,46:
Impairment expens 15,678,08. 2,624,00!
Total operating expens 35,534,04 4,837,65!
(Loss) from operation (34,477,447 (3,800,373
OTHER INCOME (LOSS
Interest incomi 1,85¢ 1,022
Interest expens (18,735 -
Unrealized loss on warrant derivative liabil (4,224,056 -
Total other (loss) incom (4,240,935 1,022
(LOSS) BEFORE INCOME TAXE! (38,718,382 (3,799,351
INCOME TAX EXPENSE - -
Net (loss) $ (88,718,382 ¢ (3,799,351
PER SHARE DATA:
BASIC AND DILUTED INCOME (LOSS) PER SHARI $ (235, 3 0.71,
WEIGHTED AVERAGE NUMBER OF SHARE!
OUTSTANDING - BASIC AND DILUTED 16,493,91 5,344,38

The accompanying notes are an integral part oktheasolidated financial statements.
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U.S. RARE EARTHS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDER'S EQUITY

Balance, December 31, 20

Common stock issue
in acquisition of subsidiar

Common stock issued for servic

Net loss for the year ended December 31, -
Balance, December 31, 20

Common stock issued for servic

Common stock issued for ca

Warrants issued for servic

Common shares issued in acquisitiot
subsidiary

Common shares issued upon exer
of warrants

Cancellation of warrants and related derivativbiligy

Net loss for the year ended December 31, -

Balance, December 31, 20

Additional
Common Stocl Paic-in Accumulatec

Shares  Amount Capital Deficit Total
5,000,000 $ 50 $ 19,92( $ 480,80: $ 500,77:
5,900,00! 59 2,949,94. - 2,950,001
1,400,00! 14 1,139,98! - 1,140,00!
- - - (3,799,351 (3,799,351
12,300,00 12¢ 4,109,84 (3,318,547 791,42
1,856,25! 18 3,245,43! - 3,245,45
1,277,98 13 3,807,53. - 3,807,54
- - 6,612,00! - 6,612,00!
5,000,001 50 14,327,26 - 14,327,31
70,00( 1 34,99¢ - 35,00(
- - 7,110,801 - 7,110,801
- - - (38,718,382 (38,718,382
20,504,23 $ 20t $ 39,247,89 $ (42,036,92¢ $ (2,788,831

The accompanying notes are an integral part oktheasolidated financial statements.
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U.S. RARE EARTHS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Year Ende
December 31
2011 2010

OPERATING ACTIVITIES
Net loss $ (38,718,382 $ (3,799,351
Adjustments to Reconcile Net Loss
Net Cash Used by Operating Activitie

Depreciation and amortizatic 29,90 22,46
Bad debt expens 59,26 -
Common stock and warrants issued for serv 12,744,20 1,140,00
Change in derivative liabilit- related party 4,224,05 -
Accrued compensati-officers 3,137,50( -
Impairment expens 15,678,08¢ 2,624,00
Payment of acquiries' liablilite (68,45¢ -
Changes in Operating Assets and Liabilit
Accounts receivabl 193,96 (359,084
Other current asse 51,08 (51,730
Accounts payable and accrued expet (54,968 315,82
Net cash used in operating Aactivit (2,723,73E (107,882
INVESTING ACTIVITIES
Purchase of fixed asse (129,42¢ (6,114
Cash received in acquisition of subsidi 2,68 -
Net cash provided by (used in) investing activi (126,747 (6,114
FINANCING ACTIVITIES
Proceeds from the sale of common stock and war 3,807,54 -
Proceeds from related party loc 5,42 -
Repayment of relat-party payable (537,51¢ -
Cash received on exercise of warre 35,00 -
Net cash provided by financing activiti 3,310,46 -
INCREASE (DECREASE) IN CASI 459,97 (113,99¢
CASH AT BEGINNING OF PERIOL 61,57 175,57
CASH AT END OF PERIOL $ 521,55 § 61,57

Supplemental Cash Flow Disclosur
Cash paid for

Interest expens $ 18,73 $ -

Income taxe: - -
Non Cash Investing and Financing Activiti

Common stock issued for mineral proper $ 14,327,331 $ 2,950,00

The accompanying notes are an integral part citisensolidated financial statements.



U.S. RARE EARTHS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND DECEMBER 31, 2010

NOTE 1. ORGANIZATION
THE COMPANY AND OUR BUSINESS

U.S. Rare Earths, Inc. (“USRE”", “U.S. Rare Eartbsthe “Company”)is a mineral exploration, minii
and claims acquisition company based in Lonoke, Pétmerly Colorado Rare Earths, Inc, the Com;
holds over 12,000 acres of mining claims for reaeth elements in Colorado, ldaho and Montan:
Colorado, these claims include the Powderhorn Rtppe Gunnison County, and Wet Mountain Prop
in Fremont and Custer Counties. Additional claimslude the Lemhi Pass Property in Lemhi Cot
Idaho and Beaverhead County, Montana; Diamond Cagek North Fork Properties in Lemhi Coul
Idaho and the Sheep Creek Property in Ravalli Gowibntana.

The Company has budgeted expenditures for the tveglive months of approximately $4,700,C
depending on additional financing, for general aadministrative expenses and exploration
development to implement the business plan as ithescr For further details see “Cash Requirements”
below. USRE believes that it will have to raise stahtial additional capital in order to fully imphent th
business plan. If economic reserves of eagh elements and/or other minerals are proveditiaal
capital will be needed to actually develop and niivese reserves.

The Companys principal source of liquidity for the next seveyaars will need to be the continued rait
of capital through the issuance of equity or detit the exercise of warrants. USRE plans to raisel
for each step of the project and as each stepdsesafully completed, raise the capital for thet
phase. USRE believes this will reduce the costapital as compared to trying to raise all thecipditec
capital at once up front. However, since US&ability to raise additional capital will be affed by man
factors, most of which are not within our contreb¢ “Risk Factors”)no assurance can be given
USRE will in fact be able to raise the additionapital as it is needed.

The Company’s primary activity will be to proceedtiwthe development of the raearth properties ai
other mining opportunities that may present thewesefrom time to time. The Company cannot guar:
that the rareearth properties will be successful or that anygmtathat we embark upon will be succes:
Our goal is to build our Company into a successfineral exploration and development company.

The Company continues to operate through our sisived, Media Depot and Media Max, a natic
agency specializing in co-op advertising. The Comyp® media business offers an array of sen
ranging from buying and planning media in radio,, Teble, print or outdoor advertising, to creatomint
ads and producing electronic commercials. The Compédso offers a full line of advertising servide
manufacturers, distributors and dealers.

On July 18, 2011, the Company entered into an aggaeto acquire U.S. Rare Earths, Inc., a Dela
corporation, and the acquisition closed on Auguat 2011.In connection with the acquisition, 1
Company changed its corporate name to U.S. Ratb<€ar

On December 15, 2010, the Company entered intoga@ement to acquire Seaglass Holding Cor
Nevada corporation“Seaglass”).Seaglass owns certain mining and/or mineral leaselor claim
located in Gunnison County, Colorado, Freemont ®gqu@olorado and Custer County, Colorado.
acquisition was structured as a triangular mergaeereby Seaglass merged with Calypso Merger, i
newly formed, whollyewned subsidiary of Calypso Media Services Gromg, treated solely for tl
purpose of facilitating the acquisition. Seaglaesame the surviving corporate entity as a wholiyrec
subsidiary of the Company and Calypso Merger, Was dissolved.

The Company incorporated in the State of Delawarduty 27, 1999 and changed its domicile to thee
of Nevada in December 2007. Its principal exeautdffices are located at 12 Gunnebo Drive, Lor
Arkansas 72086. The telephone number is 5012988 The Company maintains offices at 12 N
Washington Street, Montoursville, Pennsylvania 4 /e telephone number 570-368-7633. The
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U.S. RARE EARTHS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND DECEMBER 31, 2010

Company’s principal website address is locatedwiwusrareearths.comThe information on our webs
is not incorporated as a part of this Form 10-K.

Liquidity and Going Concern

During the fiscal year ended December 31, 2011204d, the Company had no revenues from our
earth elements properties.

Net loss for the year ended December 31, 2011 8&d @as approximately $38,718,000 and $3,799
respectively. The net loss for the year ended Déeen31, 2011 included $35,780,000 of reast
expenses.

The Companys current operating funds are less than necessargmplete all intended exploration of
property, and therefore it need to obtain add#&idimancing in order to complete our business phes ol
April 16, 2012 the Company had cash of less thabO®ID0 and accounts receivable of approxim
$400,000.

The Companys business plan calls for significant expensesonnection with the exploration of t
property. The Company does not currently haveigeafft funds to conduct continued exploration oe
property and require additional financing in orderdetermine whether the property contains econ
mineralization. The Company will also require aidhial financing if the costs of the explorationthg
property are greater than anticipated.

The Company will require additional financing tostin its business operations if the Company i
successful in earning revenues once exploratiaomsplete. The Company does not currently have
arrangements for financing and the Company canigeono assurance to investors that it will be db
find such financing. Obtaining additional financinguld be subject to a number of factors, includime
market prices for rarearth elements, investor acceptance of our promertgeneral market conditio
These factors may make the timing, amount, temnt®nditions of additional financing unavailabletha
Company.

The most likely source of future funds presentlgitable to us is through the sale of equity capitaly
sale of share capital will result in dilution toigting shareholders. The only other anticipatddrahtive
for the financing of further exploration would bercale of a partial interest in the property thied party
in exchange for cash or exploration expenditurdschvis not presently contemplated.

The Companys accountants have expressed doubt about itsyatslitontinue as a going concern
result of the Company’s history of net losses. Tmenpanys ability to achieve and maintain profitabi
and positive cash flow is dependent upon our ghiititsuccessfully execute the above plans. Theoouw
of these matters cannot be predicted at this fithese consolidated financial statements do notidechn'
adjustments to the amounts and classificationssséta and liabilities that might be necessary shthe
Company be unable to continue its business.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLE

This summary of significant accounting policiesttod Company is presented to assist in understaride
Companys consolidated financial statements. The consddlainancial statements and notes
representations of the Compasy’management, which is responsible for their iity@granc
objectivity. These accounting policies conformattcounting principles generally accepted in thetét
States of America, and have been consistently egph the preparation of the consolidated final
statements.

Accounting Method
The Companys consolidated financial statements are preparad) ube accrual basis of accounting
accordance with accounting principles generallyepted in the United States of America.

rare-



U.S. RARE EARTHS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND DECEMBER 31, 2010

Principles of Consolidation

These consolidated financial statements includeCthmpany$ consolidated financial position, result:
operations, and cash flows. All material intercompé&alances and transactions have been elimina
the accompanying consolidated financial statements.

Cash and Cash Equivalents

The Company classifies highly liquid temporary istreents with an original maturity of three month
less when purchased as cash equivalents. The Cgmpamtains cash balances at various fina
institutions. Balances at US banks are insured H®y Federal Deposit Insurance Corporation u
$250,000. Beginning December 31, 2010 and througitember 31, 2012, all noninterdsaring
transaction accounts are fully insured, regardiglsshe balance of the account, at all FOHSurec
institutions. The Company has not experienced asgds in such accounts and believes it is not exipio
any significant risk for cash on deposit. As ofcBmber 31, 2011, the Company had $119,7¢
uninsured cash amounts.

Derivatives

A derivative is an instrument whose value is “dedVfrom an underlying instrument or index such
future, forward, swap, option contract, or otheaficial instrument with similar characteristics;lirding
certain derivative instruments embedded in othartracts (“Embedded Derivativesgnd for hedgin
activities. As a matter of policy, the Company daoes invest in separable financial derivatives ngagt
in hedging transactions. However, complex transastithat the Company entered into in orde
originally finance its operations, and the subsegdi@eancing transactions, involved financial instrent:
containing certain features that have resulteche ihstruments being deemed derivatives or comig
embedded derivatives. The Company may engage @r stimilar complex debt transactions in the fu
but not with the intention to enter into derivativestruments. Derivatives and Embedded Derivatiif
applicable, are measured at fair value and maredarket through earnings, as codified in ASC &55-
However, such new and/or complex instruments mae limmature or limited markets. As a result,
pricing models used for valuation often incorporaignificant estimates and assumptions, which
impact the level of precision in the financial staents.

Fair Value of Financial Instruments

In accordance with ASC 820, the carrying value aslcand cash equivalents, accounts receivabl
accounts payable approximates fair value due toshioetterm maturity of these instruments. ASC
clarifies the definition of fair value, prescribesethods for measuring fair value, and establishéair
value hierarchy to classify the inputs used in ragag fair value as follows:

Level 14nputs are unadjusted quoted prices in active msudoe identical assets or liabilities availabl
the measurement date.

Level 24nputs are unadjusted quoted prices for similaetasand liabilities in active markets, quoted @
for identical or similar assets and liabilitiesnrarkets that are not active, inputs other thenegligtice
that are observable, and inputs derived from orotmrated by observable market data.

Level 3-Inputs are unobservable inputs which réflae reporting entitys own assumptions on wil
assumptions the market participants would use icing the asset or liability based on the best laiéd
information.

The carrying amounts reported in the balance shfeetsash, accounts receivable, loans payable
accounts payable and accrued expenses, approximegitefair market value based on the shertr
maturity of these instruments. The following talpieesents assets and liabilities that are measurd
recognized at fair value as of December 31, 20f1 non-recurring basis:
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U.S. RARE EARTHS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND DECEMBER 31, 2010

Assets and liabilities measured at fair
value on a recurring and nonrecurring
basis

At December 31, 2011

Nonrecurring: Level 1 Level 2 Level ! Total Valut
$

Warrant derivative liability - 3 -$ -$ -
$ $

Total - -$ -$ -

Fair Value of Financial Instruments

A financial instrument's categorization within thaluation hierarchy is based upon the lowest lef
input that is significant to the fair value measnemt. See Note 10 for a description of the valun
methodology used to measure fair value.

The method described in Note 10 may produce aufag value calculation that may not be indicati
net realizable value or reflective of future faialwes. If a readily determined market values be:
available or if actual performance were to varyrapjably from assumptions used, assumptions mag
to be adjusted, which could result in material etiéihces from the recorded carrying amounts.
Company believes its method of determining fairueals appropriate and consistent with other m;
participants. However, the use of different metHodi@s or different assumptions to value certamaricia
instruments could result in a different estimatéaif value.

The following tables set forth a reconciliationafanges in the fair value of financial liabilitiemssifiec
as Level 3 instruments in the fair value hierarchy:

Year ende(
December 31, 201
Warrant derivative liability

At December 31, 201( $ -
Additions (2,886,75I)
Transfers to equity (Note 1 7,110,801
Settlement: -
Change in fair valu— unrealized los -
Total level 3 liabilities at December 31, 20. $ -
Unrealized loss included in earnings related tivdéves as

of December 31, 201 $  (4,224,05)

Accounts Receivable

The Companys accounts receivable are net of the allowanceedtmated doubtful accounts. 1
allowance for doubtful accounts reflects managesidrgst estimate of probable losses inherent i
accounts receivable balance. Management deterrtigeallowance based on known troubled accao
historical experience, and other currently avadablidence. The allowance totaled $80,486 and 384!
of December 31, 2011 and 2010, respectively.

Property and Equipment

Equipment consists of machinery, furniture anduiigs and software, which are stated at cost
accumulated depreciation and amortization. Deptiecias computed by the straighe method over tf
estimated useful lives or lease period of the wiéasset, generally 5-7 years.

Mineral Properties
Costs of acquiring mineral properties are capialiby project area upon purchase of the asso
claims. Costs to maintain the mineral rights ardés are expensed as incurred. When a propedyaza
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U.S. RARE EARTHS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND DECEMBER 31, 2010

the production stage, the related capitalized cagtde amortized, using the units of productioethmoc
on the basis of periodic estimates of ore reserves.

Mineral properties are periodically assessed fgrainment of value and any diminution in value. A
December 31, 2011, we recorded an impairment of6¥B5084 related to the acquisition of U.S. |
Earths. As of December 31, 2010, we recorded amimment of $2,624,000 related to the acquisitio
Seaglass.

Long-Lived Assets

We review our londived assets for impairment annually or when changecircumstances indicate t
the carrying amount of an asset may not be recbieerbongilived assets under certain circumstance
reported at the lower of carrying amount or failuea Assets to be disposed of and assets not ep&
provide any future service potential to the Comparg recorded at the lower of carrying amount @
value (less the projected cost associated witlingethe asset). To the extent carrying values akdek
values, an impairment loss is recognized in opegatsults.

Revenue Recognition

The Company recognizes revenue when products dyedelivered or services have been provided
collection is reasonably assured. Furthermore) fictual measurement of revenue cannot be detedit
defers all revenue recognition until such time thatactual measurement can be determined. If ddnie
course of a contract management determines thetdamre expected to be incurred, such costs arget
to operations in the period such losses are detexdniRevenues are deferred when cash has beeneg
from the customer but the revenue has not beereéaifihe Company recorded had no deferred revet
of December 31, 2011 and 2010.

Mineral Exploration and Development Costs

All exploration expenditures are expensed as imclirSignificant property acquisition paymentsdotive
exploration properties are capitalized. If no nhieaore body is discovered, previously capitalizedt:
are expensed in the period the property is abarmtoR&penditures to develop new mines, to defimthéu
mineralization in existing ore bodies, and to expdéme capacity of operating mines, are capitaliaec
amortized on a unit of production basis over proaed probable reserves.

Should a property be abandoned, its capitalizets@® charged to operations. The Company ch&o
operations the allocable portion of capitalizedtg@dtributable to properties abandoned. Capédlizost
are allocated to properties sold based on the ptiopoof claims sold to the claims remaining withire
project area.

Provision for Income Taxes

Income taxes are provided based upon the liahitigthod of accounting. Under this approach, defi
income taxes are recorded to reflect the tax caresemps in future years of differences between dk
basis of assets and liabilities and their finan@alorting amounts at each yeard. A valuation allowan:
is recorded against deferred tax assets if managedoes not believe the Company has met thert
likely than not” standard.

Deferred income taxes reflect the net tax effeCteimporary differences between the carrying amooi
assets and liabilities for financial reporting pagps and the amount used for income tax purposes.

Net Loss Per Shal

Basic loss per common share is computed by dividieigloss available to common shareholders b
weighted average number of shares of common stat#tamding for the periods presented. Dilutec
loss per share reflects the potential dilution ttwatld occur if securities or other contracts suescommo
stock were exercised or converted into common stwctesulted in the issuance of common stock
would then share in the income of the Company,esatlip antidilution limitations. As of December :
2011, the Company had warrants for the purchas7&4,398 common shares that were not includ
the computation of loss per share at December(@Il] Because they would have been anti-dilutive.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND DECEMBER 31, 2010

Use of Estimates

The preparation of financial statements in conftymiith accounting principles generally acceptedtie
United States requires management to make estiraateassumptions that affect the reported amou
assets and liabilities and disclosure of contingessets and liabilities at the date of the findrgt@tement
and the reported amounts of revenues and expensieg the reporting period. Actual results couléfet
from those estimates.

Recent Accounting Pronouncements
Recent accounting pronouncements applicable t€tmpany are summarized below.

In May 2011, the FASB issued ASU No. 2011-0dait Value Measurement (Topic 820): Amendmen
Achieve Common Fair Value Measurement and Disclo®equirements in U.S. GAAP and Internatir
Financial Reporting Standards (“IFRS")Jl’he amendments in this ASU generally represenificiation of
Topic 820, but also include instances where a @adér principle or requirement for measuring fadlue
or disclosing information about fair value measueats has changed. This update results in cor
principles and requirements for measuring fair gaand for disclosing information about fair ve
measurements in accordance with GAAP and IFRS.anendments are effective for interim and an
periods beginning after December 15, 2011 and ateetapplied prospectively. Early application ig
permitted. The Company does not expect that thptamoof ASU 201164 will have a material impact
its consolidated financial statements.

In June 2011, the FASB issued ASU 2011-08prhprehensive Income (Topic 220): Presentatic
Comprehensive IncomeSpecifically, the new guidance allows an entityptesent components of |
income or other comprehensive income in one coatisustatement, referred to as the stateme
comprehensive income, or in two separate, but cutise statements. The new guidance eliminate
current option to report other comprehensive inc@anéd its components in the statement of chang
equity. While the new guidance changes the presentaf comprehensive income, there are no chatg
the components that are recognized in net inconothar comprehensive income under current accoy
guidance. The new guidance is effective for figedrs and interim periods beginning after Decenf
2011 and is to be applied retrospectively. The Camgpdoes not expect that the adoption of ASU 2084.1-
will have a material impact on its consolidatedhfinial statements.

In September 2011, the FASB issued ASU 2011-0&nlyibles—Goodwill and Other (Topic 350) whi
provides guidance on financial accounting and rapgnrelated to goodwill and other intangibles, e
than the accounting at acquisition for goodwill athker intangibles acquired in a business comhinadi
an acquisition by a not-fqurofit. The guidance is effective for annual anteiim goodwill impairmer
tests performed for fiscal years beginning aftecéber 15, 2011. However, the Company early ad
the guidance for fiscal year 2011 and implementatiid not have a material impact on its finar
statements.

In April 2010, the FASB issued Accounting StamtddJpdate ("ASU") 2010-13, CompensatiStock
Compensation (Topic 718): Effect of Denominating fExercise Price of a ShaBased Payment Awa
in the Currency of the Market in Which the UndemlyiEquity Security Tradesa consensus of the FA!
Emerging Issues Task Force. The amendments inUpitate are effective for fiscal years, and ints
periods within those fiscal years, beginning on after December 15, 2010. Earlier applicatiol
permitted. The Company does not expect the pavisof ASU 2013 to have a material effect on
financial position, results of operations or caklwé of the Company. In March 2010, the FASB isl
ASU No0.201011, which is included in the Certification under @815. This update clarifies the type
embedded credit derivative that is exempt from atdbd derivative bifurcation requirements. Only
embedded credit derivative that is related to thkeosdination of one financial instrument to ano
qualifies for the exemption. This guidance becagffective for the Company's interim and ani
reporting periods beginning January 1, 2010. Tdepton of this guidance did not have a materiglac
on the Company's consolidated financial statements.

A variety of proposed or otherwise potential acdmgnstandards are currently under study by stai
setting organizations and various regulatory agenddue to the tentative and preliminary naturtho$e
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U.S. RARE EARTHS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND DECEMBER 31, 2010

proposed standards, management has not determimetthev implementation of such proposed stani
would be material to the consolidated financialestents.

NOTE 3. ACQUISITIONE

Seaglass Holding Corp. Acquisition

On December 15, 2010, the Company entered into ehgeat of Plan and Merger3eaglass Merg
Agreement”) with Seaglass Holding Corp. (“SeaglasSeaglass owns certain mining and/or mir
leases and/or claims located in Gunnison Countylpr&do, Freemont County, Colorado and Ct
County, Colorado. The acquisition was structuredadriangular merger whereby Seaglass mergec
Calypso Merger, Inc., a newly formed, whobyned subsidiary of the Company created solelytlie
purpose of facilitating the acquisition. Seaglaesame the surviving corporate entity as a wholiyrec
subsidiary of the Company and Calypso Merger, Weas dissolved. The acquisition resulted in a chan
control.

As part of the acquisition of Seaglass, the Compamuired rights to mineral claims on approximai#y
acres on, near, or adjacent to anomalous valuBsue Earth metals, including thorium, uranium, niok
and tantalum. The Company had an independent di@iyzerformed by a licensed processing engine
estimate the fair market value of the claims ondhte of acquisition. Based on this report, the Gamy
assigned a fair value to the claims of $326,000.

Pursuant to the terms of the Seaglass Merger Agwegrnhe stockholders of Seaglass exchanged 10
the outstanding common stock of Seaglass for 508@0unregistered shares of the Compargommol
stock valued at $.50 per share or $2,950,000. timection with the acquisition, the Company chanigs
corporate name to Colorado Rare Earths, Inc.

The Company recorded goodwill from the purchas&edglass because the purchase price was in
of the fair value of assets acquired and liabsitssumed. On December 31, 2010 the Company &t
the carrying value of the goodwill held on its bedkr the acquisition of Seaglass and determined.td :
lack of operating history for Seaglass and the ttacgy of the future cash flow to be received fris
operations, to impair the value of the goodwillbtx This resulted in an impairment expense of 22,0(
for the year ended December 31, 2010.

U.S. Rare Earths, Inc. Acquisition

On July 18, 2011, the Company entered into an Ages¢ of Plan and Merger (“USRMergel
Agreement”)to acquire U.S. Rare Earths, Inc., a Delaware gatjmm, and the acquisition closed
August 22, 2011In connection with the acquisition, the Companyrgjed its corporate name to U.S. F
Earths. As part of the acquisition of USRE, the @any acquired rights to mineral claims
approximately 704 acres on, near, or adjacent mmatous values of ramearth elements, includi
thorium, uranium, niobium and tantalum.

Pursuant to the terms of the USRE Merger AgreemdBRE’'s stockholders exchanged 100% of t
outstanding common stock for 5,000,000 unregiststetes of the Comparsycommon stock valued
$2.85 per share. As part of the acquisition piticke Company also assumed a note payable in therz
of $1,418,719 and certain other accounts payalkding $16,817. At closing, the Company paid $800
related to the notes payable. The acquisition teduh a change in control.

The Company has not been able to obtain a valuatiche propertiesThe Company recorded mini
property from the purchase of USRE because thehpsecprice was in excess of the fair value of g
acquired and liabilities assumed. The table baletmils the calculation of mining property. On Babe
31, 2011, the Company evaluated the carrying valuke goodwill held on its books for the acquitio
USRE and determined, due to a lack of operatingptyisfor USRE, the lack of a valuation and
uncertainty of the future cash flow to be receiiemn its operations, to impair the value of the img
property to $0. This resulted in an impairmentenge of $15,678,084 for the year ended Decemb
2011.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND DECEMBER 31, 2010
The assets and liabilities of USRE as of the adipuisdate were recorded at the following fair valu

Purchase pric-

Common stocl $ 14,327,31L
Notes payable 1,418,71!
Accounts payabl 16,81
Deficit (82,088
Cash receive (2,682
Mineral propertie: 15,678,08.
Impairment (15,678,084
Mineral properties as of 12/31/. $ -

The results of operations of USRE were includethéxConsolidated Statements of Operations for the
period August 22, 2011 to December 31, 2011.

The pro-forma financial data for the acquisition lee year ended December 31, 2011, were as fallows

Pre-Acquisition
As Reported Operations of U

Year Ended Rare Earths, In Pro Forma Year
December 31, January 1, 2011 - Ended Decemb:

2011 August 21, 201, 31, 2011
Revenue $ 3,051,19. $ - % 3,051,19:
Net loss (38,718,38: (72,548 (38,790,93C
Net loss per common she - (2.35

NOTE 4. ACCOUNTS RECEIVABLE/ CUSTOMER CONCENTRATIC

Accounts receivable were $457,179 and $710,411phetlowance, as of December 31, 2011 and :
respectively. The Company had two customers (27aB% 14.2%) in excess of 10% of our consolid
revenues for the year ended December 31, 2011 Cbhepany had one customer (37.0%) with accc
receivable in excess of 10% as of December 31,.204 Company does expect to have customers
revenues or a receivable balance of 10% of toaus receivable in the foreseeable future.

NOTE 5. EQUIPMENT, NE1
Equipment, net comprises of the following:

Estimatec
Useful Lives December 31, 201 December 31, 201

Office equipmen 5 years $ 258,15 $ 240,43

Mining and other equipmel 5-7 years 111,71 -

Less: accumulated depreciati (220,53¢ (190,631
$ 14932 % 49,80
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND DECEMBER 31, 2010

Depreciation expense for the year ended December2811 and 2010 was $29,907 and $22
respectively.

NOTE 6. RELATED PARTY TRANSACTION¢

The following relationships are related:

Properties
The Companys principal offices in Montoursville, Pennsylvargiee leased from the Hoff Family Limit

Partnership that is controlled by a founder of MeBiepot and a principal stockholder of Calypso.s
agreement was entered into before the Company rachiMedia Depot and has been continued follo'
the acquisition. Lease payments are $2,000 perhraomd renew monthly.

The Companys offices located in Lonoke, Arkansas are leasedh fthe J.S. Parnell Trust, of which
C.E.O. Michael D. Parnell is trustee. This agreemes entered into before the Company acquired &
Depot and has been continued following the acdarsitLease payments are $916 per month and 1
monthly.

Service Agreements

During the year ended December 31, 2011, the Coypsed the services of a related party to per
work related to the staking of additional claimsldiling required paperwork for the maintenanceits
claims. An executive of the Company is the presidg the firm engaged to perform this work. A
December 31, 2011, the Company has incurred $88982nineral exploration related costs, of wt
$174,150 remains unpaid at period end. The Compampt paying any premium for work perform
Rates charged to the Company are equal to thod@rtheharges to its other third party clients.

On March 11, 2011, the Company signed an excluSewvices Agreement (“Logic Agreementi)ith
Logic International Consulting Group LLC (“Logic"The president of Logic is also a board member €
Company. Under the Logic Agreement, Logic agreegrtwide certain advisory services to the Comg
The Logic Agreement was automatically extendedéoddnber 11, 2012 and can be renewed for addi
terms of 12 month periods unless either party gthesother 45 days written notice of terminatiohe
Logic Agreement can be cancelled with ninety day#item notice. The Logic Agreement require
monthly payment of $50,000. See Note 9 for add#iatetails.

Change in Control

Due to the change in control of the Company relébeithe acquisition of Seaglass and U.S Rare Eak
described in Note 3 and 8, the Company has acc¢heedeverance compensation due to Mr. Parnell,
and Schifrin under their employment agreementdudticg amendments. As of December 31, 2011
Company has accrued $3,137,500 as Accrued compamsadfficers, in the accompanying balance sheet.

USRE Note

As part of the acquisition price of USRE, the Compassumed a note in the amount of $1,41¢
payable to an entity owned by one of the Compsaufectors and who is also a significant sharedvoiic
the Company. As part of the USRE purchase agregrieenCompany agreed to pay $500,000 again
note and both the Company and the lender agreedstoucture the remaining balance. The Com
made the $500,000 payment and the remaining ndténde of $918,719 was restructured to be a
interest bearing note with principal only paymeoit$28,125 due at the first of each month commeg
November 1, 2011 and continuing until the noteegaid, which is expected to occur on or about
2014. The restructured note has no prepaymenttgeral is secured by the Compasiyhineral claims i
and around the Lemhi Mining District in Idaho ahe Montana Beaverhead District.

The restructured note is noninterest bearing aetetbre, the Company is required to impute inteos
the principal. Using its estimated incrementalrbaing rate, the Company recorded $149,866
discount against the restructured note, represggrimestimated incremental borrowing rate of 10%
annum. The discount will be accreted to intergpease over the term of the restructured note. The
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Company recorded $4,089 of interest expense duhagyear ended December 31, 2011 related t
amortization of the discount.

The Company recorded $88,099 in accounts payaldéedeto the acquisition of USRE, including f
current directors, who were directors of USRE (Relee). USRE (Delaware) has requested reimburse
$145,849 as of April 13, 2012. The Companies agotiating the accounts payable.

NOTE 7. EQUITY TRANSACTIONS

On December 10, 2010, the Company issued 600,8@cted shares of common stock to two execu
as part of new employments agreements. The shamesvalued at $0.50 and $300,000 was expens
selling, general and administrative expense dutiegthree months ended December 31, 2010. Thes
do not have registration rights.

On December 15, 2010, the Company issued 100,0&6icted common shares of common stoc
consultants for services. The stock was valueBi0e80 per share and $50,000 was expensed asys
general and administrative expense during the threeths ended the three months ended Decemb
2010. The shares do not have registration rights.

From December 15, 2010, through December 17, 20@Company issued 700,000 restricted shar
common stock to five individuals for joining the @pany as board of directors or as members ¢
advisory board. The shares were valued at $0.80$4n30 per share and $790,000 was expens
selling, general and administrative expense dutimg three months ended the three months ¢
December 31, 2010. The shares do not have registraghts.

On December 15, 2010, the Company issued 5,900568€es of restricted common stock to acc
Seaglass as discussed in Note 3.The shares weredval $0.50 per share or $2,950,000 or basede
market price of the stock on the acquisition datee shares did not have registration rights.

On March 11, 2011, the Company signed an excluSew/ices Agreement (“Logic Agreementi)ith
Logic International Consulting Group LLC (“Logic”)The Company issued a warrant to Logic d
March 10, 2011 for the purchase of 1,300,000 shafrélee Companys common stock. The warrant pric
$0.50 per share and it expires March 10, 2016. wagant was valued at $3,640,000 using the Black-
ScholesMerton option valuation model. The warrant contatesrtain dilutive provisions related
subsequent equity sales and the issuance of adllittommon stock. The warrant contains ce
piggyback registration rights. (See Note 8).

During the three months ended March 31, 2011, tmgany issued 451,250 restricted shares of cor
stock to seven consultants, employees and direfioservices. The shares were valued at $2.85pan
and $724,063 was expensed as selling, generaldmuhiatrative expense during the three months ¢
March 31, 2011. The shares do not have registratginis. A notice filing under Regulation D wasefi
with the SEC on April 16, 2012 with regard to theseck issuances. Of these shares 200,000 hav
month vesting period and $0 was recognized asmgelieneral and administrative expense relatetie
shares that had vested at March 31, 2011.

During the three months ended March 31, 2011, thegany signed Subscription Agreements with
Accredited investors for $425,002 and issued 14Bstares of restricted common stock at $2.85 e
The shares do not have registration rights. Intaddithe Company issued warrants for 271,932 sha
$4.85 per share. The warrants expire by March 8162and do not have registration rights. The was
may be called by the Company if it has registetex dale of the underlying shares with the SEC ¢
closing price of $7.25 or more for the Compangbmmon stock has been sustained for ten tradipg. @
notice filing under Regulation D was filed with tI8EC on April 16, 2012 with regard to these s
issuances.

On May 24, 2011, the Company signed a Financialigady Agreement (“McKim Agreement™vith
McKim and Company LLC (“McKim”).The Company issued a warrant to McKim dated May2P4,1 for
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the purchase of 250,000 shares of the Compacymmon stock. The warrant price is $0.50 pereshat
it expires May 24, 2016. The warrant was valueiZza85 per share or $712,500 using the Black-Scholes
Merton option valuation model. The warrant contaiegtain piggyback registration rights.

On May 24, 2011, the Company signed an AgreementStvice (“P-Con Agreement”) with @er
Consulting, Inc. (“P-Con”)The Company issued a warrant to purchase 70,00@sb&common stock
consideration for services. The warrant price was® per share and it expires May 25, 2016. Theam
was valued at $2.85 per share or $199,500 usin@ldek-Scholedvierton option valuation model. T
warrant contains certain piggyback registratiomtsg

During the three months ended June 30, 2011, tmep@oy issued 630,000 restricted shares of cor
stock to seven consultants, employees and direétorservices. The shares have a 12 month ve
period. The shares were valued at $2.85 per shaesfiares were valued at $2.85 per share and shex
shares $326,875 were expensed as selling, genelah@ministrative expense during the three mc
ended September 30, 2011. The shares do not hgistration rights. A notice filing under Regulati®
was filed with the SEC on April 16, 2012 with redao these stock issuances.

During the three months ended June 30, 2011, tmep@ny signed Subscription Agreements with tw
three Accredited investors for $2,625,021 and id<221,060 shares of restricted common stock ats
per share. The shares do not have registratiotsrigihaddition, the Company issued warrants f@&,29:
shares at $4.85 per share. The warrants expireitiy 30, 2016 and do not have registration righte
warrants may be called by the Company if it hassteged the sale of the underlying shares withSk€
and a closing price of $7.25 or more for the Comyparcommon stock has been sustained for ten tr
days. A notice filing under Regulation D was filedth the SEC on April 16, 2012 with regard to tt
stock issuances.

On August 15, 2011, P-Con Consulting, Inc. (P-CaeXgrcised a warrant granted by the Compar
May 24, 2011 for the purchase of 70,000 shares®fCGompanys common stock. The warrant price !
$0.50 per share. The warrant was valued at $2.85spare using the Black-Schollkerton optiol
valuation model. The warrant contained certain yliiggk registration rights. The warrant was exed
during the year ended December 31, 2011 for totaigeds of $35,000.

On August 22, 2011, the Company issued 5,000,0@@esho acquire USRE. (see Note 3). The s
were valued at $14,250,000 or $2.85 per share.ti&enéiling under Regulation D was filed with th&€
on April 16, 2012 with regard to these stock issesn

During the three months ended September 30, 20l Company issued 25,000 restricted shar
common stock to five consultants, employees anelctbirs for services. The shares were valued ab
per share and $71,250 was expensed as selling:ajanel administrative expense during the threeths
ended September 30, 2011. The shares do not hgistration rights. A notice filing under Regulati®
was filed with the SEC on April 16, 2012 with redao these stock issuances.

During the three months ended September 30, 26@1Company recognized $178,125 as selling, ge
and administrative expense related to shares #thvésted.

During the three months ended September 30, 20&1Cbmpany signed Subscription Agreements
twenty six Accredited investors for $1,237,506 dsglied 434,214 shares of restricted common stc
$2.85 per share. The shares do not have registragbts. In addition, the Company issued warrdot
434,214 shares at $4.85 per share. The warranteeeSpptember 30, 2016 and do not have regist
rights. The warrants may be called by the Compérityhias registered the sale of the underlying st
with the SEC and a closing price of $7.25 or maretfie Company common stock has been sustaine
ten trading days. A notice filing under Regulat@mwas filed with the SEC on April 16, 2012 with sec
to these stock issuances.

On November 29, 2011, the Company issued a cashlasant to Logic for the purchase of 700,
shares of the Company’s common stock. The warndee 5 $0.50 per share and it expires November 29,
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2016. The warrant contains certain dilutive primns related to subsequent equity sales and tharist
of additional common stock. The warrant contairrsade piggyback registration rights.

During the three months ended December 31, 20¥L. Chmpany issued 610,000 restricted shar
common stock to five consultants, employees angctbrs for services. The shares were valued ab
per share and $1,738,500 was expensed as sellimgral and administrative expense during the
months ended December 31, 2011. The shares doawet tegistration rights. A notice filing uni
Regulation D was filed with the SEC on April 16,120with regard to these stock issuances.

On November 29, 2011, the Company granted 140,6@€es to Reon for services provided under
May 24, 2011 for Agreement for Service (“P-Con Agrent”). The shares have a 12 month ves
period. The shares were valued at $2.85 per stsmg the Black-Scholelterton option valuation mod:
$99,750 was expensed as selling, general and &drative expense during the three months e
December 31, 2011 related to the shares that hsigd:eThe shares do not have registration righ
notice filing under Regulation D was filed with tI8EC on April 16, 2012 with regard to these s
issuances.

During the three months ended December 31, 201adaitional $106,894 was recognized as sel
general and administrative expenses related teshhat had vested.

The Company cancelled 296,410 of unpaid stock sigtems in the amount of $480,000 that had |
issued to employees during the twelve months ebaedmber 31, 2011.

On December 31, 2011, Logic cancelled the warraamtgd on March 10, 2011 for 1,300,000 share
the warrant granted on November 29, 2011 warrani®0,000 shares.

On December 31, 2011, the Company issued a waodmgic for the purchase of 1,300,000 shares €
Companys common stock. The warrant price is $0.50 pereshad it expires March 9, 2016. The war
was valued at $2.85 per share or $3,705,000 ubmd@lack-Scholedderton option valuation model. (
December 31, 2011, the Company issued a warrahbgic for the purchase of 700,000 shares o
Companys common stock. The warrant price is $0.50 pereshad it expires November 28, 2016.
warrant was valued at $2.85 per share or $1,995.308g the Black-Scholeglerton option valuatic
model. The warrants may be called by the Compaiityhfs registered the sale of the underlying €
with the SEC and a closing price of $7.00 or moretfie Company common stock has been sustaine
five trading days. The warrants contain certairgplack registration rights.

Except as disclosed, all of the above private pleags of our securities were conducted unde
exemption from registration as provided under ®acfi(2) of the Securities Act of 1933.

A summary of the warrants issued as of Decembe2@1] were as follows:

December 31, 201

Weighted

Average

Exercise

Shares Price

Outstanding at beginning of peri - 8 -
Issuec 5,824,39¢ $ 1.6:
Exercisec (70,000 $ (0.50
Forfeited (2,000,000 $ (0.50
Expired - % -
Outstanding at end of peric 3,754,39% _$ 2.2
Exercisable at end of peric _3,754,39%¢

A summary of the status of the warrants outstandagf December 31, 2011 is presented below:

December 31, 201

Weighted Weighted Weighted
Average Average Average
Number of Remaining Exercise Shares Exercise
Warrants Life Price Exerciseablt Price
,220,00C 49 $ 0.5( 2,250,00(

,504,398 4.4 3 4.8! 1,504,39¢




,784,39¢ $ 2.2¢ 3,75439%¢ % 2.2¢

The significant weighted average assumptions rejai the valuation of the Compasywarrants for tr
year ended December 31, 2011 were as folls

Assumptions

Dividend yield 0%
Expected life 5
Expected volatility 369%
Risk free interest rai 2%

At December 31, 2011, vested warrants totaling 83%B shares had an aggregate intrinsic vall
$18,771,990.

NOTE 8. COMMITMENTS, CONTINGENCIES AND LEGAL PROCHHENGS

Except as disclosed, there are no pending legakpdings against the Company that are expecteavio h
a material adverse effect on cash flows, finarmigdition or results of operations.

Employment Agreements
Michael Parnell

On December 10, 2010, the Company entered into gis&e Employment Agreement Rarnel
Agreement”) with Michael Parnell, the CompasiChief Executive Officer. Under the terms of treriel
Agreement, Mr. Parnel’ salary was $125,000 in year one, $137,500 in twearand $151,000 in ye
three. Mr. Parnell was awarded 300,000 sharesstficeed common stock. In the event the Compa
sold or merged or there is a change in control, Rérnell is to receive at his discretion, severai
$500,000 in cash or restricted common stock at eésOshare. Mr. Parnell is eligible for vacationsot
weeks, benefit programs and incentive bonuses psoegd by the Board of Directors. The Par
Agreement has a three year term and is automaticatiewable for additional one year periods ui
ninety days’ notice is provided by either party.

On July 26, 2011, the Company entered into an Addento a Revised Employment AgreemerRdfnel
Agreement Addendum”)The Parnell Agreement Addendum extended the tertwbyyears to five yea
from December 10, 2010. Mr. Parnslisalary was $125,000 in year one, $137,500 intyes $151,00
in year three, $166,100 in year four and $182,ileiar five. The Company also agreed to issue 02
shares per year to Mr. Parnell in year four and,fprovided Mr. Parnell is employed by the Compaim
the event of a change in control of the Companyngyger, acquisition, takeover or otherwise, thee
amounts due in years four and five would becomeentiately due and payabl&s of December 31, 201
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the Company has accrued $500,000 and $712,5002t2500 as Accrued compensatioofficers, in th
accompanying balance sheet.

Matthew Hofi

On December 10, 2010, the Company entered intovis&E Employment Agreement (“Hoff Agreement”
with Matthew Hoff, the Company’s Business Manadérder the terms of the Hoff Agreement, Mr. Heff’
salary was $125,000 in year one, $137,500 in yearand $151,000 in year three. Mr. Hoff was awa
300,000 shares of restricted common stock. In veatethe Company is sold or merged or there isaagi
in control, Mr. Hoff is to receive at his discratioseverance of $500,000 in cash or restricted oom
stock at $.50 per share. Mr. Hoff is eligible faacation of six weeks, benefit programs and ince
bonuses as approved by the Board of Directors. Hib# Agreement has a three year term an
automatically renewable for additional one yeariqus unless ninety daysiotice is provided by eith

party.

On July 26, 2011, the Company entered into an Addento a Revised Employment Agreementdff
Agreement Addendum”)The Hoff Agreement Addendum extended the term by ywars to five yea
from December 10, 2010. Mr. Hoéf' salary was $125,000 in year one, $137,500 intyes $151,000 i
year three, $166,100 in year four and $182,710eiar ffive. The Company also agreed to issue 12
shares per year to Mr. Hoff in year four and fipegvided Mr. Hoff is employed by the Company. e
event of a change in control of the Company by mergcquisition, takeover or otherwise, the s
amounts due in years four and five would becomeediately due and payablas of December 31, 201
the Company has accrued $500,000 and $712,500 212500 as Accrued compensatioofficers, in th
accompanying balance sheet.

Gregory Schifrin

On December 10, 2010, the Company entered into rapldyment Agreement (“Schifrin Agreemeht”
with Gregory Schifrin, the Comparsg/’ President. Under the terms of the Schifrin Agrem Mr
Schifrin’s salary was $60,000 in year one and is to be ragdtin years 2 and 3. Mr. Schifrin v
awarded 10,000 shares of restricted common stoglean one and 240,000 shares of restricted cor
stock in year two. The Schifrin Agreement has adhyear term and is automatically renewable
additional one year periods unless ninety daysteas provided by either party.

On July 26, 2011, the Company entered into an Addento a Revised Employment Agreemer8dhifrin
Agreement Addendum™)The Schifrin Agreement Addendum extended the teyrniwlo years to five yea
from December 10, 2010. Mr. Schifrmsalary was $96,000 in year one, and is to betiztgd in years
through 5. The Company also agreed to issue 125s0@@es per year to Mr. Schifrin, provided

Schifrin is employed by the Company. In the eveihtt change in control of the Company by me;
acquisition, takeover or otherwise, the share ansodne in years four and five would become immetiy
due and payablés of December 31, 2011, the Company has accrugg@,$J0 as Accrued compensa
— officers, in the accompanying balance sheet.

On November 29, 2011, Mr. Schifrin’s title was cbead to Chief Operating Officer.

Daniel McGroarty

On November 29, 2011, Mr. McGroarty was appointegsidlent of the Company. On January 1, 2
Company entered into an Employment Agreement (“Ma@y Agreement”with Daniel McGroarty, th
Company’s President. Under the terms of the McQ@yo&greement, Mr. McGroartg' salary we
$120,000 in year one and is to be negotiated insy2a&and 3. Mr. McGroarty was awarded 650,000
of restricted common stock. The McGroarty Agreemkas a three year term and is automati
renewable for additional one year periods unlesstgidays’ notice is provided by either party.

Consulting Agreements
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Logic International Consulting Group LL

On March 11, 2011, the Company signed an excluSew/ices Agreement (“Logic Agreementi)ith
Logic International Consulting Group LLC (“Logic”Under the Logic Agreement, Logic agreec
provide certain advisory services to the Comparhe Togic Agreement was automatically extende
December 11, 2012 and can be renewed for addittemals of 12 month periods unless either partys
the other 45 days written notice of terminationeTtogic Agreement can be cancelled with ninety
written notice. The Logic Agreement requires a thbnpayment of $50,000. The Company issu
cashless warrant to Logic dated March 10, 2011tHerpurchase of 1,300,000 shares of the Company’
common stock. The warrant price is $0.50 per shatkit expires March 10, 2016. The warrant waset
at $2.80 per share or $3,640,000 using the Blatici®sMerton option valuation model. The warr
contains certain dilutive provisions related to seduent equity sales and the issuance of addi
common stock. The warrant contains certain piggklagistration rights.

On November 29, 2011, the Company issued a cashlasant to Logic for the purchase of 700,
shares of the Comparsytommon stock. The warrant price is $0.50 pereshad it expires November |
2016. The warrant contains certain dilutive primris related to subsequent equity sales and therist
of additional common stock. The warrant contairrsade piggyback registration rights.

On December 31, 2011, Logic cancelled the warreamtgd on March 10, 2011 for 1,300,000 share:
the warrant granted on November 29, 2011 warrant®0,000 shares.

On December 31, 2011, the Company issued a cashkasant to Logic for the purchase of 1,300,

shares of the Comparsytommon stock. The warrant price is $0.50 pereshad it expires March 9, 20.

The warrant was valued at $2.85 per share or $3)005using the Black-Scholéderton option valuatic

model. On December 31, 2011, the Company issuedshlass warrant to Logic for the purchas

700,000 shares of the Compamycommon stock. The warrant price is $0.50 pereslaand it expire

November 28, 2016. The warrant was valued at $pe85share or $1,995,000 using the B-Scholes-
Merton option valuation model. The warrants maycaked by the Company if it has registered the s

the underlying shares with the SEC and a closiimgemf $7.00 or more for the Compasycommon stoc

has been sustained for five trading days. The w#sreontain certain piggyback registration rights.

McKim and Company LL

On May 24, 2011, the Company signed a Financialigady Agreement (“McKim Agreementvith
McKim and Company LLC (“McKim”).Under the McKim Agreement, McKim agreed to provadatair
advisory services to the Company. The McKim Agreenaxpires May 23, 2014 and can be renewe
additional terms of six month periods unless eitparty gives the other 90 days written notice
termination. The Company issued a cashless watoahtcKim dated May 24, 2011 for the purchas
250,000 shares of the Compasigommon stock. The warrant price is $0.50 pereshad it expires Mz
24, 2016. The warrant was valued at $2.85 per stra®¥12,500 using the Black-Scholdgrton optiol
valuation model. The warrant contains certain pigmk registration rights.

P-Con Consulting, Inc.

On May 24, 2011, the Company signed an AgreemeniS&rvice (“P-Con Agreement”) with @er
Consulting, Inc. (“P-Con”). Under the ®en Agreement, Logic agreed to provide certain satyi service
to the Company. The P-Con Agreement does not expire Company issued a cashless warrant GoP-
dated May 25, 2011 for the purchase of 70,000 shafrehe Compang common stock. The warrant pt
was $0.50 per share and it expires May 25, 2016. Warrant was valued at $2.85 per share or $19
using the Black-Scholeglerton option valuation model. The warrant contaicartain piggybac
registration rights.

Mark Scotl
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On December 19, 2011, the Company entered intong@ing Agreement with Mark Scott in connection
with his service as Chief Financial Officer of tBempany. Mr. Scott will receive: (i) US $4,000 camr
month and (i) restricted shares of Company comstook equaling US $3,000 at $2.85 per share (1,053
shares monthly) for each monthly period from Deceni®, 2011 through December 31, 2012, the
expiration date of the Agreement.

Leases
The Company is obligated under various non-cantelaierating leases for their various facilities.

The aggregate unaudited future minimum lease patanenthe extent the leases have early canceilatio
options and excluding escalation charges, arellmsvia

Years Ended December 31, Total
2012 $ 2.9
2013 0
2014 0
2015 0
0
0
9

2016
Beyond
Total $ 2,9

NOTE 9- INCOME TAXES

The Company provides for income taxes under ASG A46ounting for Income Taxes. ASC 740 requires
the use of an asset and liability approach in actiog for income taxes. Deferred tax assets aruilitias

are recorded based on the differences betweeintecfal statement and tax bases of assets arlitiksb
and the tax rates in effect when these differeace®xpected to reverse.

ASC 740 requires the reduction of deferred taxtadsea valuation allowance if, based on the wegjht
available evidence, it is more likely than not teaine or all of the deferred tax assets will notdzdized.

The income tax provision differs from the amountrafome tax benefit determined by applying the U.S.
federal and state income tax rates to pretax ind¢mss) from continuing operations for the yeardesh
December 31, 2011 and 2010. The components of iadamexpense (benefit) are as follows:

2011 2010

Income tax benefit at U.S. federal statutory r. $ (138,164,25C $ (1,291,779
Stock based compensati 4,320,28 387,60(
Impairment expens 5,330,55 892,16
Change in valuation allowan 3,513,42 12,01

$ - 8 -

Deferred tax asse $ 13,196,35( $ 1,312,86:

Net operating loss carry forwar (4,320,280 (387,600
Stock based compensati (5,330,550 (892,160
Impairment expens (3,545,520 (33,101
Valuation allowanc: $ - 9 -
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND DECEMBER 31, 2010

The Company has incurred losses since inceptionjchwthave generated net operating
carryforwards. The net operating loss carryforwaadse from United States sources.

Pretax losses were $38,718,382 for the year enéediber 31, 2011.

The Company has net operating loss carryforwardsppfoximately $13,196,000, which expire in 2019-
2030 and. Because it is not more likely than nat #ufficient tax earnings will be generated tdiagithe
net operating loss carryforwards, a correspondialgation allowance of approximately $3,545,520
$33,101 was established as of December 31, 20112@h@ respectively. Additionally, under the -
Reform Act of 1986, the amounts of, and benefitanfr net operating losses may be limited in ce
circumstances, including a change in control.

Section 382 of the Internal Revenue Code genemalfyoses an annual limitation on the amount o
operating loss carryforwards that may be used feebtaxable income when a corporation has unde
significant changes in its stock ownership. Theaa be no assurance that the Company will be al
utilize any net operating loss carryforwards in finere.

For the year ended December 31, 2011, the Compaffective tax rate differs from the federal staty
rate principally due to net operating losses, comratock and warrants issued for services, chan
derivative liability- related party, accrued compation-officers and impairment expense.

2011 2010
Federal statutory ra: -34.0% -28.0%
Increase in income taxes resulting frc
Change in valuation allowan 34.0% 28.0%
Effective tax rate 0.0% 0.0%

NOTE 10 - WARRANT DERIVATIVE LIABILITY

On March 10, 2011, the Company issued 1,300,000awer with an exercise price of $0.50 to a rel
party in exchange for services. The Company evatltitese warrants pursuant to ASC Topic No. 815-
which defines determining whether an instrumentdimbedded feature) is solely indexed to an estity’
own stock. The exercise price of these warramsabject to “resetprovisions in the event the Compi
subsequently issues common stock, stock warrataisk ®ptions or convertible debt with a stock pj
exercise price or conversion price lower than $0lbthese provisions are triggered, the exerciseepot

all these warrants will be reduced. Additionatlye warrants have a provision wherein additionatare:
may be issued if the Company issues new secudti@screased the number of its outstanding shay
more than 5%. As a result, the warrants are nosidered to be solely indexed to the Compargwr
stock and are not afforded equity treatment.

The fair value of the derivative liability was calated using a Lattice Model that values the conmp
embedded derivatives based on future projectiortearious potential outcomes. The assumptioat
were analyzed and incorporated into the model deduthe conversion feature with the full ratched
weighted average antifution reset, expectations of future stock prasformance and expectations
future issuances based on the Compsaipyior stock history, prior issuances of stockd arpected capit
requirements. Probabilities were assigned to vargzenarios in which the reset provisions wouldingu
effect and weighted accordingly.

The total fair value of the warrants issued on Mafd®, 2011, amounting to $2,886,750 has
recognized as stodkased compensation and included within general aahdinistrative expense in 1
accompanying income statement. Additionally, tleem@any recorded a derivative liability on the dof
issuance with all future changes in the fair vabfighese warrants being recognized in earningshé
Company'’s statement of operations under the cagtiiher income (expense) Gain (loss) on warra
derivative liability” until such time as the wartarare exercised or expire.
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ASC 815 requires Company management to assesaithedrket value of certain derivatives at €
reporting period and recognize any change in thenfarket value as another income or expense it€he
Companys only assets or liabilities measured at fair valoea recurring basis are its derivative liabi§
associated with the above warrants. At December2811, the Company revalued the warrants
determined that, during the year ended December@B1], the Compang’ warrant derivative liabilit
increased by $4,224,056 to $7,110,806. The Compacpgnized a corresponding gain or los:
derivative liability in conjunction with these rduations. This warrant was forfeited at Decembg
2011, and recognized as equity.

The fair value of the derivative warrant instrungeist estimated using the lattice valuation modéh e
following assumptions as of December 31, 2011:

Common stock issuable upon exercise of warr 1,300,00C
Estimated market value of common stock on measemédate  $6.70

Exercise prict $0.50
Risk-free interest rate (1 1.76 %
Warrant lives in year 5.0

Expected volatility (2 369 %
Expected dividen: None
Probability of reset to conversion price 12.5 %

(1) The riskiree interest rate was determined by referencédoyteld of U.S. Treasury securities wit
term of five years

(2)The volatility factor is based upon the historiealatility of 22 comparable compani

(3)Management determined the dividend yield to be @el upon its expectation that it will not
dividends in the near terr

(4)This represents managemenéstimate of the probability that the Company veslue stock at a pri
lower than the warrar’ exercise price

NOTE 11. SEGMENT REPORTIN!

Operating segments are defined as components efitanprise about which separate financial inforam
is available that is evaluated regularly by theethiperating decisiomaker in deciding how to alloc:
resources and in assessing performance. The Conspelmgf executive officer and chief operating adf
have been identified as the chief operating decisimkers. The Compars/'chief operating decisi
makers direct the allocation of resources to opggategments based on the profitability and cashslo
each respective segment.

The Company has three principal operating and tapler segments, which are (1) the corporate opes
which offer a full line of advertising services teanufacturers, distributors and dealers acrosdJtigec
States and Canada; and (2) the acquisition anadtjdn of mineral properties. These operating sgt
were determined based on the nature of the prodmctservices offered. The Company operates sl
the United States.

The following table presents revenues, operatimgrme (loss) and total assets by reportable segfoe
the years ended December 31, 2011 and 2010:

(dollars in thousands)

Advertising Mineral
Company Services Exploration Total
Year Ended December 31, 20
Revenue: $ 3,05 $ -8 3,05
(Loss) from operation (978 (33,499 (34,477
Total asset 64 8l 1,45!
Year Ended December 31, 20
Revenue! $ 389 $ - % 3,89
(Loss) from operation (1,275 (2,625 (3,800

Total asset 87. 32 1,201



The following reconciles operating loss to net i

(dollars in thousand: Year Endec Year Endec
December 31  December 31
2011 2010
(Loss) from operation $ (34,477 $ (3,800
Other (loss) expens (4,241 ‘
(Loss) before income tax (38,718 (3,799
Income tax expens - -
Net loss $ (38,718 $ (3,799

NOTE 12. SUBSEQUENT EVENT

The Company evaluates subsequent events, for tipesgriof adjustment or disclosure, up through tte
the financial statements are available, which isil46, 2012.
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REPORT ON MANAGEMENT'S ASSESSMENT OF INTERNAL CONTR OVER FINANCIAL
REPORTING

Management assessed the corporation's systeneafigicontrol over financial reporting as of Decemb
31, 2011, in relation to criteria for effectiveannal control over financial reporting as described

"Internal Control--Integrated Framework," issuedthy Committee of Sponsoring Organizations of the
Treadway Commission. Based on this assessment,gaargat concludes that, as of December 31, 2011,
its system of internal control over financial refoy is not effective based on the criteria of thdernal
Control--Integrated Framework".

/s/ Michael D. Parne /s/ Mark Scot
Michael D. Parnel Mark Scott
Chief Executive Office Chief Financial Officel

Lonoke, Arkansas
April 16, 2012
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, U.S. Rare
Earths, Inc. (the "Registrant”) has duly causesl tport to be signed on its behalf by the undeesig
thereunto duly authorized.

U.S. RARE EARTHS, INC

Date: April 16, 2012 By:/s/ Michael D. Parne
Michael D. Parnel
Chief Executive Officer and Direct
(Principal Executive Officer

By:/s/ Mark Scot
Mark Scott
Chief Financial Officer
( Principal Financial and Accounting
Officer)

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed belpw
the following persons on behalf of the Registrant m the capacities and on the dates indicated:

SIGNATURES TITLE DATE
/sl Michael D. Parnell Chief Executive OfficardaDirector April 16, 2012
Michael D. Parnell (Principal Executive ©éf)

/sl Mark Scott Chief Financial @#r and Secretary April 16, 2012
Mark Scott (Principal Finar@ad Accounting Officer)

/sl Daniel McGroarty =~ Management Director April 16, 2012
Daniel McGroarty

/sl Gregory Schifrin Management Director April 16, PP
Gregory Schifrin

/sl Kevin Cassidy Independent Director April 18012
Kevin Cassidy

/sl Edward F. Cowle  Director A6, 2012
Edward F. Cowle

/sl Harvey Kaye Independent Director April 18012
Harvey Kaye

/sl John Victor Lattimore, Jr. Independent Director April 16, 2012
John Victor Lattimore, Jr.

H. Deworth Williams Director April 16, 2012
H. Deworth Williams

Geoff Williams Director April 16, 2012
Geoff Williams
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SUBSIDIARIES

As of December 31, 2011, the following were the iRegnt's significant operating Subsidiaries:

Name: Media Depot, In

Country of Organization: U.S.

Percent Ownership by Registrant: 100.0% by U&eREarths, Inc.
Name: Calypso Media Services Group, |

Country of Organization: U.S.

Percent Ownership by Registrant: 100.0% by U&eREarths, Inc.
Name: Seaglass Holding Co

Country of Organization: U.S.

Percent Ownership by Registrant: 100.0% by U&eRarths, Inc
Name: Media Max, Inc

Country of Organization: U.S.

Percent Ownership by Registrant: 100.0% by Mé&dipot, Inc.

EXHIBIT 21.1



EXHIBIT 31.1
SECTION 302 CERTIFICATIONS
I, Michael D. Parnell, certify that:
1. I have reviewed this annual report on FornKl®f-U.S Rare Earths, Inc.;

2. Based on my knowledge, this report does notatoe any untrue statement of a material fact oit eonstate
material fact necessary to make the statements,nraliight of the circumstances under which suctieshents wel
made, not misleading with respect to the perioccoad by this report;

3. Based on my knowledge, the financial statemjaand other financial information included in théport, fairly
present in all material respects the financial ¢od results of operations and cash flows of tbgistrant as ¢
and for, the periods presented in this report;

4. The registrant § other certifying officer(s) and | are responsifile establishing and maintaining disclos
controls and procedures (as defined in ExchangeRAdes 13a-15(e) and 138d{(e)) and internal control o\
financial reporting (as defined in Exchange Actédul3a-15(f) and 15d-15(f)) for the registrant hade:

a) Designed such disclosure controls and proesgdar caused such disclosure controls and proesdarb
designed under our supervision, to ensure that riabteformation relating to the registrant, inclng its
consolidated subsidiaries, is made known to us thgre within those entities, particularly duringetperiod i
which this report is being prepared;

b) Designed such internal control over finangigborting, or caused such internal control oveariria
reporting to be designed under our supervisiopybtwide reasonable assurance regarding the rétjabilfinancia
reporting and the preparation of financial stateitsidar external purposes in accordance with gelyesaicepte
accounting principles;

c) Evaluated the effectiveness of the regissalisclosure controls and procedures and preséantbd repor
our conclusions about the effectiveness of thelaisce controls and procedures, as of the endeopdiniod covere
by this report based on such evaluation; and

d) Disclosed in this report any change in thastegnt's internal control over financial reportithgat occurre
during the registrant's most recent fiscal qudttes registrant's fourth fiscal quarter in the catan annual repol
that has materially affected, or is reasonablylyike materially affect, the registrant's intergahtrol over financiz
reporting; and

5. The registrants other certifying officer(a) and | have discloskdsed on our most recent evaluation of intt
control over financial reporting, to the registfariuditors and the audit committee of the regissaboard ¢
directors (or persons performing the equivalentfiams):

a) All significant deficiencies and material weakses in the design or operation of internal cbmtvel
financial reporting which are reasonably likely aolversely affect the registrant's ability to recopiocess
summarize and report financial information; and

b) Any fraud, whether or not material, that inved management or other employees who have aisam
role in the registrant's internal control over fic&l reporting.

Date: April 16, 2012
/sl Michael D. Parnell

Michael D. Parnell
Chief Executive Officer



EXHIBIT 31.2
SECTION 302 CERTIFICATIONS
I, Mark Scaott, certify that:
1. I have reviewed this annual report on FornKl®fU.S Rare Earths, Inc.:

2. Based on my knowledge, this report does notatoe any untrue statement of a material fact oit eonstate
material fact necessary to make the statements,nraliight of the circumstances under which suctieshents wel
made, not misleading with respect to the perioccoad by this report;

3. Based on my knowledge, the financial statemjaand other financial information included in théport, fairly
present in all material respects the financial ¢od results of operations and cash flows of tbgistrant as ¢
and for, the periods presented in this report;

4. The registrant § other certifying officer(s) and | are responsifile establishing and maintaining disclos
controls and procedures (as defined in ExchangeRAdes 13a-15(e) and 138d{(e)) and internal control o\
financial reporting (as defined in Exchange Actédul3a-15(f) and 15d-15(f)) for the registrant hade:

a) Designed such disclosure controls and proesgdar caused such disclosure controls and proesdarb
designed under our supervision, to ensure that riabteformation relating to the registrant, inclng its
consolidated subsidiaries, is made known to us thgre within those entities, particularly duringetperiod i
which this report is being prepared;

b) Designed such internal control over finangigborting, or caused such internal control oveariria
reporting to be designed under our supervisiopybtwide reasonable assurance regarding the rétjabilfinancia
reporting and the preparation of financial stateitsidar external purposes in accordance with gelyesaicepte
accounting principles;

c) Evaluated the effectiveness of the regissalisclosure controls and procedures and preséantbd repor
our conclusions about the effectiveness of thelaisce controls and procedures, as of the endeopdiniod covere
by this report based on such evaluation; and

d) Disclosed in this report any change in thastegnt's internal control over financial reportithgat occurre
during the registrant's most recent fiscal qudttes registrant's fourth fiscal quarter in the catan annual repol
that has materially affected, or is reasonablylyike materially affect, the registrant's intergahtrol over financiz
reporting; and

5. The registrants other certifying officer(a) and | have discloskdsed on our most recent evaluation of intt
control over financial reporting, to the registfariuditors and the audit committee of the regissaboard ¢
directors (or persons performing the equivalentfiams):

a) All significant deficiencies and material weakses in the design or operation of internal cbmtvel
financial reporting which are reasonably likely aolversely affect the registrant's ability to recopiocess
summarize and report financial information; and

b) Any fraud, whether or not material, that inved management or other employees who have aisam
role in the registrant's internal control over fic&l reporting.

Date: April 16, 2012
/s/ Mark Scott

Mark Scott
Chief Financial Officer



EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 13505ADOPTED
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACTF2002

In connection with the Annual Report of U.S Raretks Inc. (the "Company") on Form XOfor the fiscal yee
ended December 31, 2011 as filed with the Secsritied Exchange Commission on the date hereof Repdrt")
I, Michael D. Parnell, Chief Executive Officer dig Company, certify, pursuant to 18 U.S.C. Secfi8h0, a
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, to the best of my knowledge, that:

(1) The Report fully complies with the requiremeoatsSection 13(a) or 15(d) of the Securities Exg®Act o
1934, as amended; and

(2) The information contained in the Report faiplsesents, in all material respects, the finanaaldition ans
results of operations of the Company for the datesperiods covered by the Report.

This certificate is being made for the exclusivepmse of compliance by the Chief Executive Officdrthe
Company with the requirements of Section 906 of $faebane®©xley Act of 2002, and may not be disclo:
distributed or used by any person or for any reagbar than as specifically required by law.

/s/ Michael D. Parnell
Michael D. Parnell
Chief Executive Officer
April 16, 2012



EXHIBIT 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 13505ADOPTED
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACTF2002

In connection with the Annual Report of U.S Raretks Inc. (the "Company") on Form XOfor the fiscal yee
ended December 31, 2011 as filed with the Secsritied Exchange Commission on the date hereof Repdrt")
I, Mark Scott, Chief Financial Officer of the Commpa certify, pursuant to 18 U.S.C. Section 1350adsepte:
pursuant to Section 906 of the Sarbanes-Oxley A2062, to the best of my knowledge, that:

(1) The Report fully complies with the requiremeoatsSection 13(a) or 15(d) of the Securities Exg®Act o
1934, as amended; and

(2) The information contained in the Report faiplsesents, in all material respects, the finanaaldition ans
results of operations of the Company for the datesperiods covered by the Report.

This certificate is being made for the exclusivepmse of compliance by the Chief Financial and At
Officer of the Company with the requirements of t®8ec 906 of the Sarban&3xley Act of 2002, and may not
disclosed, distributed or used by any person oafigrreason other than as specifically requirethiy

/s/ Mark Scott

Mark Scott

Chief Financial Officer
April 16, 2012



Exhibit 10.14
PROMISSORY NOTE
$918,718.00 Due: Installments

[This Promissory Note is entered into pursuant to the terms of that certain Agreement
and Plan of Merger dated July 18, 2011, by and among, Colorado Rare Earths, Inc., a
Nevada corporation now know as U.S. Rare Earths ("USRE-Nevada ") , Seaglass
Holding Corp., a Nevada corporation and wholly owned subsidiary of USRE-Nevada (*
Seaglass ”), and U.S. Rare Earths, Inc., a Delaware corporation “USRE-Delaware”),
and replaces and supercedes the following two original promissory notes made by
USRE-Delaware; (i) payable to Edward F. Cowle in the amount of $49,600.00 issued on
April 19, 2011; and (ii) payable to Blue Cap Development Corp. in the amount of
$1,369,118 issued on April 19, 2011. This Promissory Note also includes certain
additional monies as provided in the Agreement and Plan of Merger and takes into
consideration the payment by USRE-Nevada of $500,000.00 previously made on the
two aforementioned promissory notes dated April 19, 2011.]

FOR VALUE RECEIVED, the undersigned, U.S. Rare Earths, Inc., a Nevada
corporation with offices in Lonoke, Arkansas, formerly Colorado Rare Earths, Inc.
(hereinafter referred to as " Maker " or “ USRE-Nevada "), hereby promises to pay to the
order of Blue Cap Development Corp., a Nevada corporation with an office in Salt Lake
City, Utah (the " Holder "), or its assigns, the principal sum of NINE HUNDRED
EIGHTEEN THOUSAND SEVEN HUNDRED EIGHTEEN AND 00/100 DOLLARS
($918,718.00), without interest and as per the terms and conditions set forth herein.

@) The Maker hereby promises and agrees to pay to Holder, at such place as
Holder hereof may designate in writing to Maker, consecutive monthly installment
payments, each installment in the amount of $28,125.00, commencing on November 1,
2011, and the same amount on the first day of each succeeding month, in lawful money
of the United States of America, or pursuant to such other terms as may be mutually
agreed upon in writing by the parties and appropriately attached as an addendum
hereto.

(b) Monthly installment payments will continue until such time as the full
principal amount of has been paid to Holder.

(c) This Promissory Note may be prepaid in whole or in part at any time or
from time to time prior to the Maturity Date without premium or penalty.

(d) Maker and Holder agree that until the principal amount of the Note is paid
in full, this Note will be secured by certain mining and/or mineral claims and/or leases
located in and around the Lemhi Mining District of Idaho and the Montana / Beaverhead
District, (collectively referred to herein as the “ Collateral ") and which are more
definitively described in Attachment No. 1, annexed hereto and by this reference made
a part hereof. In the event Maker defaults on repayment on the Note, whereby Maker is
more than five (5) days late in making a monthly installment payment, it will be
considered an “ Event of Default ” and Holder shall have the right to demand payment of
the Note in full. Such demand shall be in writing to Maker and Maker will have ten (10)
days from the date of receipt of such written demand to make payment in full of the late
monthly installment, which payment will cure the Event of Default. Should Maker be
unable to make said payment of the late monthly installment within the ten days, it will
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be considered an “ Event of Default ” and Holder shall be immediately entitled to claim
full right, title and interest to the Collateral property as payment in full for this Note, plus
any collection and legal fees and expenses involved in reclaiming said Collateral and
Maker and Seaglass agree to take all necessary and requisite actions and make all
required filings with the applicable jurisdictions and/or agencies to immediately cause
the transfer of properties comprising the Collateral to be transferred to Holder..

(e) In addition to the Event of Default described in paragraph (d) above, each
of the following occurrences shall also constitute an Event of Default under this Note:

0] if either the Maker or its subsidiary, Seaglass, shall (A) voluntarily
commence any proceeding or file any petition seeking relief under Title 11 of the
United States Code or any other federal or state bankruptcy, insolvency or similar
law, (B) consent to the institution of any such proceeding or the filing of any such
petition, (C) apply for or consent to the appointment of a receiver, trustee,
custodian, sequestrator or similar official for either corporation or for all or a
substantial part of either Maker's or Seaglass’ assets, or (D) make a general
assignment for the benefit of creditors; or

(i) voluntary proceeding shall be commenced or an involuntary petition
shall be filed in a court of competent jurisdiction seeking (A) relief in respect of
Maker or Seaglass or of all or a substantial part of their respective assets, under
Title 11 of the United States Code or any other federal or state bankruptcy,
insolvency or similar law, (B) the appointment of a receiver, trustee, custodian,
sequestrator or similar official for Maker or Seaglass or for a substantial part of
their respective assets, (C) the winding up or liquidation of Maker or Seaglass, or
(D) an order or decree approving or ordering any of the foregoing shall be issued
by a court having jurisdiction and continue unstayed and in effect for 60 days.

() In case of the occurrence of any Event of Default under paragraph (e)
above and at any time thereafter during the continuance of such Event of Default, the
Holder may, by written notice to the Maker and Seaglass, declare the Note to be
immediately due and payable in full as to principal and any accrued and unpaid interest.
In lieu of payment in full of both principal and interest, Holder shall be immediately
entitled to claim full right, title and interest to the Collateral property as payment in full
for this Note, plus any collection and legal fees and expenses involved in reclaiming
said Collateral, and Maker and Seaglass agree to take all necessary and requisite
actions and make all required filings with the applicable jurisdictions and/or agencies to
immediately cause the transfer of properties comprising the Collateral to be transferred
to Holder.

(9) In the case of any Event of Default, unless otherwise cured as set forth
herein, Maker and Seaglass will immediately cause to be delivered to Holder all right,
title and interest in the Collateral. Upon the return of the Collateral to Holder following
an Event of Default, Holder shall have not further recourse against Maker or Seaglass
and this Note shall be deemed to be satisfied. Maker will not be entitled to recover any
monthly installments made to Holder prior to the Event of Default.

(h) In case of default in the payment of the principal and/or interest as herein
stipulated, and should legal action be commenced or an attorney employed to enforce
payment of this Note, the undersigned Maker agrees to pay a reasonable sum as
attorney's fees in such action. Not withstanding anything contained herein to the
contrary, the amount of interest payable under the terms of this Promissory Note will in
no event exceed the maximum amount of interest permitted to be charged under any
applicable jurisdiction.
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0] During the term of this Note and until it has been satisfied in full, Maker
and Seaglass agree that they will not sell, offer to sell, trade, assign or other wise
transfer any of the properties comprising the Collateral, nor will they pledge,
hypothecate, or otherwise encumber or permit any assessment or lien to be placed on
the properties that comprise the Collateral. Maker and Seaglass further agree that
during the term of this Note, they will pay all taxes, fees, assessments and all other fees
associated in maintaining good and proper title to the Collateral.

()] This Note will be governed by and construed in accordance with the laws
of the State of Arkansas.

(k) Presentment, demand, protest, notice of dishonor and extension of time
without notice are hereby waived and the undersigned Maker consents to the release of
any security designated herein, or any part thereof, with or without substitution.

(1) By executing this Promissory Note, each of Edward F. Cow e and
Bl ue Cap Devel opment Corp. agree that the two promi ssory notes made by USRE-

Del aware and referenced above are hereby cancelled and superceded by this
Prom ssory Note and are of no further force and effect.

Dated: August 19, 2011

" Maker "
U.S. RARE EARTHS, INC.
(formerly Colorado Rare Earths, Inc.)

By:/s/ Michael D. Parnell
Its: CEO

ACKNOWLEDED AND AGREED TO BY SEAGLASS HOLDING CORP.:

" Seaglass "
Seaglass Holding Corp.

By:/s/ Michael D. Parnell

Its: President

ACKNOWLEDGMENT BY EDWARD F. COWLE:

The undersigned, Edward F. Cowle, hereby acknowledges and agrees that by
executing this Promissory Note, | hereby cancel that certain promissory note made by
USRE-Delaware on April 19, 2011 payable to Edward F. Cowle in the principal amount
of $49,600.00 and any accrued interest and all other obligations arising thereunder.
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/s/ Edward F. Cowle
Edward F. Cowle

ACKNOWLEDGMENT BY BLUE CAP DEVELOPMENT CORP.:

The undersigned, a duly authorized officer of Blue Cap Development Corp.
hereby acknowledges and agrees that by executing this Promissory Note, Blue Cap
Development Corp. hereby cancels that certain promissory note made by USRE-
Delaware on April 19, 2011 payable to Blue Cap Development Corp. in the principal
amount of $1,369,118.00 and any accrued interest and all other obligations arising
thereunder.

Blue Cap Development Corp.

By:
Its
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Exhibit 10.1¢

NEITHER THIS SECURITY NOR THE SECURITIES INTO WHICHHIS SECURITY I
EXERCISABLE HAVE BEEN REGISTERED WITH THE SECURITEEAND EXCHANGE
COMMISSION OR THE SECURITIES COMMISSION OF ANY STATIN RELIANCE
UPON AN EXEMPTION FROM REGISTRATION UNDER THE SECWRES ACT OF
1933, AS AMENDED (THE “ SECURITIES ACT), AND, ACCORDINGLY, MAY NOT BE
OFFERED OR SOLD EXCEPT PURSUANT TO AN EFFECTIVE RIBGRATION
STATEMENT UNDER THE SECURITIES ACT OR PURSUANT TONAAVAILABLE
EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TOHE REGISTRATIOM
REQUIREMENTS OF THE SECURITIES ACT AND IN ACCORDANE WITH
APPLICABLE STATE SECURITIES LAWS AS EVIDENCED BY AEGAL OPINION OF
COUNSEL TO THE TRANSFEROR TO SUCH EFFECT, THE SUBSICE OF WHICF
SHALL BE REASONABLY ACCEPTABLE TO THE COMPANY. THS SECURITY ANL
THE SECURITIES ISSUABLE UPON EXERCISE OF THIS SECIUR MAY BE PLEDGED
IN CONNECTION WITH A BONA FIDE MARGIN ACCOUNT OR OHER LOAN
SECURED BY SUCH SECURITIES AS PERMITTED BY LAW ANDHE AGREEMENT
PURSUANT TO WHICH THE SECURITIES WERE ISSUED.

COMMON STOCK PURCHASE WARRANT

To Purchase Shares of Common Stock of

U.S. RARE EARTHS, INC.

This COMMON STOCK PURCHASE WARRANT (this Warrant™) certifies that, fc
value received, Logic International Consulting Grou.L.C. or assignee, (theHolder ), is
entitled, upon the terms and subject to the linadtet on exercise and the conditions herein
set forth, at any time on or after the effectivéedaereof, November 29, 2011 and on or pri

the close of business on the fifth Q?S) anniversary of the effective date of this War
November 29, 2016, (t* Termination Dat€’), to subscribe for and purchase from U.S. |
Earths, Inc., a Nevada corporation (th€8mpany’), the number of shares of common st
par value $0.00001 per share of the Company (tBerfimon StocK), which shall be equal
700,000 (the “Warrant Shares’) as provided below. The purchase price of one sbé
Common Stock under this Warrant shall be equalédBxercise Price, as defined in Section
below, as adjusted.

Section 1. Exercise.

a) Exercise of Warrant/Exercise Pri. Exercise of the purchase rig
represented by this Warrant may be made at any dintenes on or aft

November 29, 2011 and on or prior to the closeusiress on the fifth (@')
anniversary of the effective date of this Warraitan Exercise Price
share equal to Fifty Cents ($.50) per share (tHexércise Price”). This
Warrant may be exercised on or before the Ternunabate (each, an
Exercise Date€’) by delivery to the Company of a duly executed fads
copy of the Notice of Exercise Form annexed hefetsuch other office
agency of the Company as it may designate by naticeriting to the
registered Holder at the address
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of such Holder appearing on the books of the Cowypaprovided ,
however, within five (5) Business Days of the date saididi®of Exercise i
delivered to the Company, the Holder shall haveeswtered this Warrant
the Company and the Company shall have receivech@atyof the aggrega
Exercise Price of the shares thereby purchaseditgytrmansfer or cashies’
check drawn on a United States bank.

b) Cashless Exercise This Warrant may also be exercised at such tm
means of a “cashless exercis@’ which the Holder shall be entitled
receive a certificate for the number of Warrant®haequal to the quotie
obtained by dividing [(A-B) (X)] by (A), where:

(A) = the price of said Common Stock determined rbjerence to the la
reported sale price for the Common Stock on suchatathe principa
securities exchange on which the Common Stocksisdior admitted t
trading or if no such sale takes place on such, dhte average of tr
closing bid and asked prices thereof as officiaéported, or, if not s
listed or admitted to trading on any securitieshexge, the last sale pri
for the Common Stock on the National AssociatiorSeturities Dealel
national market system on such date, or, if thbedl fiave been no tradir
on such date or if the Common Stock shall not sdi on such systel
the average of the closing bid and asked pricetheénover-thezounter
market as furnished by any NASD member firm setbdtem time tc
time by the Company for such purpose or, if the @am Stock is nc
traded, then such price as is reasonably determiyethe Compang
Board of Directors (the Market Value’);

(B) = the Exercise Price of this Warrant, as aédsand

(X) = the number of Warrant Shares issuable upa@ratse of this Warrant i
accordance with the terms of this Warrant by meaina cash exercis
rather than a cashless exercise.

Notwithstanding anything herein to the contrary,tba Termination Date, th
Warrant shall be automatically exercised via cashkxercise pursuant to this Section 1

(b).

c) Mechanics of Exercise

i. Authorization of Warrant Shares The Company covenants that
Warrant Shares which may be issued upon the ereofishe purchas
rights represented by this Warrant will, upon eisgrcof the purchas
rights represented by this Warrant, be duly auteat; validly issued, full
paid and nonassessable and free from all taxess lemd charges
respect of the issuance thereof (other than taxesspect of any transf
occurring contemporaneously with such issuancehe TCompan!
covenants that during the period the Warrant istaating, it will reserv
from its authorized and unissued Common Stock fcserit
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number of shares to provide for the issuance olWaerant Shares up
the exercise of any purchase rights under this &varr The Compar
further covenants that its issuance of this Warstrdll constitute fu
authority to its officers who are charged with thdy of executing stoc
certificates to execute and issue the necessatijicaes for the Warra
Shares upon the exercise of the purchase rightsruhdgs Warrant. T
Company will take all such reasonable action as fm@ynecessary
assure that such Warrant Shares may be issued\ddea herein withol
violation of any applicable law or regulation, dramy requirements of tl
Trading Market upon which the Common Stock mayisted.

ii. Delivery of Certificates Upon Exercise If and to the exte
that the Company completes a Public Offering purst@a the Securitie
Act of 1933, as amended, and, if applicable to ehaf the Compan
certificates for shares purchased hereunder slealirdnsmitted by tt
transfer agent of the Company to the Holder by itirefdthe account «
the Holders prime broker with the Depository Trust Companyptigh it:
Deposit Withdrawal Agent Commission (* DWAQ system if th
Company is a participant in such system and if dbsificates may t
issued without a restrictive legend in accordandé applicable feder
securities laws, and otherwise by physical deliverthe address specifi
by the Holder in the Notice of Exercise, within t€k0) Business Da
from the delivery to the Company of the Notice okeEise Forn
surrender of this Warrant and payment of the aggesgxercise Price
set forth above (Warrant Share Delivery Dat§. This Warrant shall k
deemed to have been exercised on the date theig&x&hace is receive
by the Company. The Warrant Shares shall be dedmdthve bee
issued, and Holder or any other person so desidriatbe named there
shall be deemed to have become a holder of redosdah shares for
purposes, as of the date the Warrant has beenisegtny payment to tl
Company of the Exercise Price and all taxes requioebe paid by tt
Holder, if any, pursuant to Section 1(c)(vii) primr the issuance of su
shares, have been paid.

fil.. Delivery of New Warrants Upon ExerciseIf this Warran
shall have been exercised in part, the Companyl, shialthe time c
delivery of the certificate or certificates repnetieg Warrant Share
deliver to Holder a new Warrant evidencing the tsglof Holder t
purchase the unpurchased Warrant Shares calledyfathis Warran
which new Warrant shall in all other respects benital with thi:

Warrant.

iv. Rescission Rights If the Company fails to cause its tran
agent to transmit to the Holder a certificate atifieates representing t
Warrant Shares pursuant to this Section 1(c)(iv)thyy Warrant Sha
Delivery Date, then the Holder will have the rightrescind such exercit
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V. Failure to Timely Deliver Certificates Upon Exeeis In
addition to any other rights available to the Hold8) if the Company ¢
the Companys transfer agent fails to cause delivery to thedeolof ¢
certificate or certificates representing the Warr&hares (assuming |
valid exercise of this Warrant by the Holder and #atisfaction of &
applicable legal and regulatory requirements inneation therewith),
(B) if the Company or its transfer agent fails wliger such certificate
without the restrictive legend (if the Holder shi@st have demonstrat
to the reasonable satisfaction of the Company ncbunsel the Holdes’
compliance with all requirements applicable undher $ecurities laws f
the removal of any restrictive legend) on or beftre Warrant Sha
Delivery Date (or other evidence reasonably satiefg to Holde
confirming that the Warrant Shares may be freedgldéd on the Tradir
Market in question), the Company shall pay to Paseh, in cash,
partial liquidated damages and not as a penaltyf&5each Business D
after the Warrant Share Delivery Date until (A) sucertificate i
delivered with an appropriate legend, or (B) withaurestrictive leger
(or other evidence reasonably satisfactory to Hotfirming that th
Warrant Shares may be freely traded on the TralMiadket in question
as the case may be. The Holder acknowledges ttteg iCompany shall
the time of exercise of this Warrant be a partictpim the Depositor
Trust and Clearing Corporati®’'clearance and settlement systems
exercises of this Warrant may be settled on sudtesy without th
issuance of physical stock certificates.

vi. No Fractional Shares or ScripNo fractional shares or sc
representing fractional shares shall be issued upenexercise of th
Warrant. As to any fraction of a share which Holdeuld otherwise k
entitled to purchase upon such exercise, the Coynphall round suc
fractional share up to the next whole number.

Vil. Charges, Taxes and Expensedssuance of certificates -
Warrant Shares shall be made without charge tddtiider for any isst
or transfer tax or other incidental expense in eesf the issuance
such certificate, all of which taxes and expendeall e paid by tr
Company, and such certificates shall be issuetiemname of the Hold
or in such name or names as may be directed byldthder; provided,
however, that in the event certificates for Warrant Shamesto be issut
in a name other than the name of the Holder, thiarrsévit whe
surrendered for exercise shall be accompanied &yAgsignment For
attached hereto duly executed by the Holder; amd Gompany me
require, as a condition thereto, the payment ofum sufficient t
reimburse it for any transfer tax incidental theret

Viii.. Closing of Books The Company will not close its stockhol
books or records in any manner which preventsithely exercise of th
Warrant, pursuant to the terms hereof.
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Section Z. Certain Adjustments

a) Stock Dividends and Splitdf the Company, at any time while this Warrai
outstanding: (A) pays a stock dividend or otherwisake a distribution «
distributions on shares of its Common Stock or ather equity or equi
equivalent securities payable in shares of CommtuckS (B) subdivide
outstanding shares of Common Stock into a largenban of shares, (!
combines (including by way of reverse stock splitftstanding shares
Common Stock into a smaller number of shares, oj {&ues b
reclassification of shares of the Common Stock simgres of capital stock
the Company, then in each case the Exercise Phak lse multiplied by
fraction of which the numerator shall be the numbkeshares of Comm
Stock (excluding treasury shares, if any) outstagdiefore such event anc
which the denominator shall be the number of shafe€ommon Stoc
outstanding after such event and the number ofshasuable upon exerc
of this Warrant shall be correspondingly adjuste®hy adjustment mac
pursuant to this Section 3(a) shall become effectmmediately after tt
record date for the determination of stockholdensitied to receive sur
dividend or distribution and shall become effectimemediately after tF
effective date in the case of a subdivision, comtiam or re-classification

b) Subsequent Equity Sales If the Company, at any time prior to
Termination Date, shall issue any new securitief@nncreases the numl
of its outstanding shares in a material transacab®a price per share less t
the Exercise Price then in effect pursuant to $ecti of this Warrant (su
lower price, the “Base Share Pricé and such issuances collectively, a “
Dilutive Issuance”), then, the Exercise Price of these Warrants she
reduced to equal the Base Share Price. Such amjostshall be mau
whenever such Common Stock or Common Stock Equitalgre issued, a
effective and not just contingent on some futurentvFor example, res
provisions, floating conversion, exercise or exgeprices or otherwise ¢
not given effect until they are actually exerciggdl common stock is in fe
delivered at a lower price than that specified écti®n 1. Note a mater
transaction is one involving more than 5% of théstanding shares of t
Company per transaction or equity raise. The Compstmall notify the
Holder in writing, no later than the Business Dalldwing the issuance
any Common Stock or Common Stock Equivalents stlife¢his sectior
indicating therein the applicable issuance prigepfoapplicable reset pric
exchange price, conversion price and other pri¢grgis (such notice the *
Dilutive Issuance Notic8. For purposes of clarification, whether or not
Company provides a Dilutive Issuance Notice purstarthis Section 2(l
upon the occurrence of any Dilutive Issuance, dfterdate of such Diluti
Issuance the Holder is entitled to receive War&irdres based upon the B
Share Price regardless of whether the Holder atslyraefers to the Ba
Share Price in the Notice of Exercise.

c) Issuances of Additional Common Stock or Other Saear. If the Compan
at any time prior to the Termination Date, shablséo increase the numi
outstanding shares of Common Stock, issue any eewriies or grant righ
in respect of the acquisition of any such shareseourities, which transacti
is one involving more than 5% of the outstandingrek of the Company {
transaction or equity raise, the number of sha®sable upon he exercise
this Warrant shall be correspondingly
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f)
9)

adjusted so that the percentage interest in thep@oynrepresented by i
Warrant Shares subsequent to any such transattadnbe maintained at t
same percentage as of the Effective Date of thigaka

Other Issuances of Securities. If the Company, at any time prior to
Termination Date seeks to issue of offer new s&earor grant the rights
respect of the acquisition of such securities, Goepany will provide pric
written notice to the Holder in respect of the teraf any such issuance
offering and the Holder shall be given an oppotiund participate in ar
such offering or issuance of securities.

Calculations. All calculations under this Section 2 shall bedmao th
nearest cent or the nearest 1/100th of a shatheasase may be. The num
of shares of Common Stock outstanding at any gfirae shall not incluc
shares of Common Stock owned or held by or for élgeount of th
Company, and the description of any such shar&doaimon Stock shall |
considered on issue or sale of Common Stock. &qugses of this Section
the number of shares of Common Stock deemed tesoed and outstandi
as of a given date shall be the sum of the humbsihares of Common Sto
(excluding treasury shares, if any) issued andtaoiting.

Intentionally Omitted.

Notice to Holders

i. Adjustment to Exercise PriceWhenever the Exercise Price
adjusted pursuant to this Section 2, the Compaail promptly
mail to each Holder a notice setting forth the Eisr Price afte
such adjustment and setting forth a brief statenoérihe fact
requiring such adjustment.

ii. Notice to Allow Exercise by Holderlf (A) the Company she
declare a dividend (or any other distribution) tie Commo
Stock; (B) the Company shall declare a special emmnring cas
dividend on or a redemption of the Common Stock) (&
Company shall authorize the granting to all holdefsthe
Common Stock rights or warrants to subscribe foparchas
any shares of capital stock of any class or of ragiyts; (D) the
approval of any stockholders of the Company shalidguired i
connection with any reclassification of the Comn&tock, an
consolidation or merger to which the Company isaayp an
sale or transfer of all or substantially all of thesets of tf
Company, of any compulsory share exchange wherdla
Common Stock is converted into other securitiesshca
property; (E) the Company shall authorize the vtdon ol
involuntary dissolution, liquidation or winding wd the affair:
of the Company; then, in each case, the Company chase t
be mailed to the Holder at its last address alsall ppear upc
the Warrant Register of the Company, at least 2éndar day
prior to the applicable record or effective datereheafte
specified, a notice stating (x) the date on whiglecord is to b
taken for the purpose of such dividend, distributicedemptior
rights or warrants, or if a record is not to be
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taken, the date as of which the holders of the Com®tock o
record to be entitled to such dividend, distribngpredemptiol
rights or warrants are to be determined or (y)dag on whic
such reclassification, consolidation, merger, satansfer o
share exchange is expected to become effectiviose,cand th
date as of which it is expected that holders of@benmon Stoc
of record shall be entitled to exchange their shaoé the
Common Stock for securities, cash or other propeetwerabl
upon such reclassification, consolidation, mergate, transfe
or share exchangerovided, howevethat the failure to me
such notice or any defect therein or in the mailingreof sha
not affect the validity of the corporate action ugqd to b
specified in such notice. The Holder is entitledekercise th
Warrant during the 2@ay period commencing on the date
such notice to the effective date of the eventgaigng suc
notice.

Section & Transfer of Warrant

a) Transferability. Subject to compliance with any applicable se@silaws
the conditions set forth in this Warrant along wattured written permissi
from the Company which may grant permission insitde discretion, th
Warrant and all rights hereunder are transferahleyhole or in part, upc
surrender of this Warrant at the principal offi¢elee Company, together w
a written assignment of this Warrant substantiadlyhe form attached here
duly executed by the Holder or its agent or attpraed funds sufficient -
pay any transfer taxes payable upon the makingidi sransfer. Upon su
surrender and, if required, such payment, the Comshall execute al
deliver a new Warrant or Warrants in the name efadhksignee or assign
and in the denomination or denominations specifieduch instrument
assignment, and shall issue to the assignor a newaWt evidencing tt
portion of this Warrant not so assigned, and therfaht shall promptly t
cancelled. A Warrant, if properly assigned, mayekercised by a new holc
for the purchase of Warrant Shares without havingwa Warrant issued.

b) New Warrants. This Warrant may be divided or combined with @
Warrants upon presentation hereof at the aforestiice of the Compan
together with a written notice specifying the nanaesl denominations
which new Warrants are to be issued, signed byHwbleler or its agent «
attorney. Subject to compliance with Section 3és)to any transfer whi
may be involved in such division or combinatiorg tiompany shall exect
and deliver a new Warrant or Warrants in exchangetifie Warrant ¢
Warrants to be divided or combined in accordandk such notice.

c) Warrant Register The Company shall register this Warrant, upoons tc
be maintained by the Company for that purpose‘(tW&arrant Registet), in
the name of the record Holder hereof from timeineet The Company m:
deem and treat the registered Holder of this Waraanthe absolute owr
hereof for the purpose of any exercise hereof grdastribution to the Holde
and for all other purposes, absent actual notitedaontrary.
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d) Transfer Restrictions If , at thetime of the surrender of this Warrant
connection with any transfer of this Warrant, ttensfer of this Warrant sh
not be registered pursuant to an effectregistrationstatement under t
Securities Actand under applicable state securities or blue sky |ave
Company may require, as a condition of allowinghstransfer (i) that tt
Holder or transferee of this Warrant, as the casg ime, furnish to tt
Company a written opinion of counsel (which opinishall be in forn
substance and scope customary for opinions of ebuims comparabl
transactions) to the effect that such transfer beynade withoutegistratiol
underthe Securities Act and under applicable state gesipr blue sky law
(i) that the holder or transferee execute andvedelito the Company
investment letter in form and substance accept@bthe Company and (i
that the transferee be daccredited investbras defined in Rule 501(a)
Regulation D promulgated under the Securities Ac qualified institution:
buyer as defined in Rule 144A(a) under the Seesrifict.

Section 4. Miscellaneous

a) Title to Warrant. Prior to the Termination Date and subject to pliamce
with applicable laws and Section 3 of this Warrdinis Warrant and all righ
hereunder are transferable, in whole or in parthatoffice or agency of tl
Company by the Holder in person or by duly authedizattorney, upc
surrender of this Warrant together with the AssigntrForm annexed her:
properly endorsed. The transferee shall sign aestment letter in form al
substance reasonably satisfactory to the Company.

b) No Rights as Shareholder Until Exercisé@ his Warrant does not entitle
Holder to any voting rights or other rights as arsholder of the Compa
prior to the exercise hereof. Upon the surrendethiz Warrant and tt
payment of the aggregate Exercise Price (or by meaa cashless exercis
the Warrant Shares so purchased shall be and Ibeedet® be issued to st
Holder as the record owner of such shares as ofltse of business on f
later of the date of such surrender or payment.

c) Loss, Theft, Destruction or Mutilation of WarranThe Company covenal
that upon receipt by the Company of evidence resdgrsatisfactory to it «
the loss, theft, destruction or mutilation of ti&rrant or any stock certifice
relating to the Warrant Shares, and in case of, lbsft or destruction,
indemnity or security reasonably satisfactory t@which, in the case of t
Warrant, shall not include the posting of any boradi)d upon surrender &
cancellation of such Warrant or stock certificatenutilated, the Compar
will make and deliver a new Warrant or stock cerdife of like tenor ar
dated as of such cancellation, in lieu of such Afror stock certificate.

d) Saturdays, Sundays, Holidays, ettf the last or appointed day for the tak
of any action or the expiration of any right reggiror granted herein shall
a Saturday, Sunday or a legal holiday, then sutbhramay be taken or su
right may be exercised on the next succeeding dawarsaturday, Sunday
legal holiday.

e) Authorized Shares

Common Stock Purchase Warrant, Pa¢






The Company covenants that during the period therdiais outstanding, it w
reserve from its authorized and unissued CommockSiasufficient number of shares
provide for the issuance of the Warrant Shares uperexercise of any purchase ri
under this Warrant. The Company further covendmis its issuance of this Warr.
shall constitute full authority to its officers wtawe charged with the duty of execu
stock certificates to execute and issue the negessatificates for the Warrant Sha
upon the exercise of the purchase rights undeMi@srant. The Company will take
such reasonable action as may be necessary teabstirsuch Warrant Shares ma
issued as provided herein without violation of applicable law or regulation, or of €
requirements of the Trading Market upon which tleenGon Stock may be listed.

Except and to the extent as waived or consentday tine Holder, the Compa
shall not by any action, including, without limitat, amending its articles
incorporation or through any reorganization, transéf assets, consolidation, mer
dissolution, issue or sale of securities or anyeoWoluntary action, avoid or seek
avoid the observance or performance of any of ¢éneg of this Warrant, but will at
times in good faith assist in the carrying out lbkach terms and in the taking of all s
actions as may be necessary or appropriate togpribie rights of Holder as set fortr
this Warrant against impairment. Without limititige generality of the foregoing, |
Company will (a) not increase the par value of &vigrrant Shares above the amc
payable therefor upon such exercise immediatelyr ga such increase in par value,
take all such action as may be necessary or apatepn order that the Company n
validly and legally issue fully paid and nonasseks&Varrant Shares upon the exer
of this Warrant, and (c) use commercially reasaomabfforts to obtain all su
authorizations, exemptions or consents from anylipultegulatory body havir
jurisdiction thereof as may be necessary to erthiel€ompany to perform its obligatic
under this Warrant.

Before taking any action which would result in ajustment in the number
Warrant Shares for which this Warrant is exercisabt in the Exercise Price, -
Company shall obtain all such authorizations omgxtgons thereof, or consents ther
as may be necessary from any public regulatory bmdyodies having jurisdictic
thereof.

f) Jurisdiction. All questions concerning the construction, vajidenforcemet
and interpretation of this Warrant shall be deteediin accordance with t
laws of the State of Nevada.

g) Restrictions. The Holder acknowledges that the Warrant Shaoegiire
upon the exercise of this Warrant, if not regisdeseill have restrictions upc
resale imposed by state and federal securities laws

h) Expenses If the Company willfully and knowingly fails toomply with an'
provision of this Warrant, which results in any er&l damages to t
Holder, the Company shall pay to Holder such anwasshall be sufficier
to cover any costs and expenses including, butlinoted to, reasonab
attorneys’fees, including those of appellate proceedinggyriecl by Holde
in collecting any amounts due pursuant hereto
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or in otherwise enforcing any of its rights, powersremedies hereund
However, in the event that Holder fails to previiglder will be liable to th
Company for the Company’s expenses related to #fende of Holdeg
action including but not limited to reasonable at&y’s costs.

Notices. Any notice, request or other document requiregermitted to b
given or delivered to the Holder by the Companylisha delivered i
accordance with the notice provisions of the agezdrbetween the Compe
and the Holder pursuant to which this Warrant vgased.

Limitation of Liability . No provision hereof, in the absence of
affirmative action by Holder to exercise this Waitrar purchase Warre
Shares, and no enumeration herein of the rightzigileges of Holder, she¢
give rise to any liability of Holder for the purde price of any Commi
Stock or as a stockholder of the Company, whetheh d$iability is asserte
by the Company or by creditors of the Company.

Remedies Holder, in addition to being entitled to exeecal rights grante
by law, including recovery of damages, will be #datl to specifi
performance of its rights under this Warrant. Thempany agrees tt
monetary damages would not be adequate compengatiany loss incurre
by reason of a breach by it of the provisions & Warrant and hereby agr
to waive the defense in any action for specificfqr@nance that a remedy
law would be adequate.

Successors and AssignsSubject to applicable securities laws, this \&fai
and the rights and obligations evidenced herebyl shae to the benefit (
and be binding upon the successors of the Compaghythee successors ¢
permitted assigns of Holder. The provisions of ttWarrant are intended
be for the benefit of all Holders from time to tirakthis Warrant and shall
enforceable by any such Holder or holder of War&imres.

m) Amendment and Waiver This Warrant may be modified or amended

with the written consent of the Company and theddnl No course
dealing or any delay or failure to exercise anytigereunder on the part
Holder shall operate as a waiver of such righttoewise prejudice Holdey’
rights, powers or remedies, notwithstanding thé flaat all rights hereund
terminate on the Termination Date.

Severability. Wherever possible, each provision of this Warrsimall be
interpreted in such manner as to be effective aid winder applicable la
but if any provision of this Warrant shall be ptoked by or invalid undk
applicable law, such provision shall be ineffectitce the extent of sui
prohibition or invalidity, without invalidating theremainder of suc
provisions or the remaining provisions of this \autr

Headings. The headings used in this Warrant are for thevenience
reference only and shall not, for any purpose, bented a part of tf
Warrant.

Registration Rights The Company agrees to grant certain registratgirts
to the Holder in respect of this Warrant and theffa Shares. According
in
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the event that prior to the Termination Date then@any files a registratic
statement under the U.S. Securities Act of 193%masnded, the Holder w
have the right to include, or “piggybackt the registration statement
Warrant and/or Warrant Shares, which right willdadbject to and continge
upon approval by any investment banker and/or wmdter that the Compat
may engage in connection with the registratiorestaint.

[ Signature Page Followjs
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IN WITNESS WHEREOF, the Company has caused thisraaito be executed by
officer thereunto duly authorized as of the datst fivritten above.

U.S. Rare Earths In

By:/s/ Michael D. Parne
Name: Michael D. Parne
Title: Chief Executive Office
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NOTICE OF EXERCISE
TO: COMPANY )

(1) The undersigned hereby elects to purchase

Warrant Shares

Colorado Rare Earths, Inc. pursuant to the termthefattached Warrant (only if exerciset
full), and tenders herewith payment of the Exerdtsee in full, together with all applical

transfer taxes, if any.

(2) Payment shall take the form of (check applicabbe)bo

[ ] lawful money of the United States; or

[ ] the cancellation of such number of Warrant &Baas is necessary,
accordance with the formula set forth in subsectil) of the Warrant, -
exercise this Warrant with respect to the maximwmiper of Warrar
Shares purchasable pursuant to the cashless exproisedure set forth

subsection 1(b).

(3) Please issue a certificate or certificates reptesgrsaid Warrant Shares
the name of the undersigned or in such other nanne specified below:

The Warrant Shares shall be delivered to the fofigw

[SIGNATURE OF HOLDER]

Name of Investing Entit
Signature of Authorized Signatory of Investing nti
Name of Authorized Signatol
Title of Authorized Signator
Date:
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ASSIGNMENT FORM

(To assign the foregoing warrant, execute
this form and supply required information.
Do not use this form to exercise the warrant.)

FOR VALUE RECEIVED, the foregoing Warrant and alghts evidence
thereby are hereby assigned to

sevdunlress

Dated: :

Holders Signature

Holder s Address

Signature Guaranteed:

NOTE: The signature to this Assignment Form muastespond with the name as it appear
the face of the Warrant, without alteration or eg¢snent or any change whatsoever, and
be guaranteed by a bank or trust company. Offioérsorporations and those acting i
fiduciary or other representative capacity sholulkl froper evidence of authority to assign
foregoing Warrant.
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Exhibit 10.1°
EXECUTIVE EMPLOYMENT AGREEMENT

THIS EXECUTIVE EMPLOYMENT AGREEMENT is effective asf JANUARY 1, 2012
between Daniel McGroarty (“Employee”) residing 8038 Underwood Street, Chevy Chase,
Maryland 20815 USA and U.S. Rare Earths, Inc.,riployer” and/or “Company”) with an
office at 12 Gunnebo Drive, Lonoke, AR 72086.

RECITALS:

WHEREAS, Employee and Company desire to memoridiee understandings with respect to
the employment of Employee.

NOW THEREFORE, IN VIEW OF THE FOREGOING; AND IN FURIER
CONSIDERATION OF THE MUTUAL PROMISES HEREINAFTER SB-ORTH, THE
PARTIES HERETO DO HEREBY AGREE AS FOLLOWS:

AGREEMENT:

1. EMPLOYMENT .

Company agrees to employ Employee and Employeesgpeserve Company, during the term
of employment described in Article 3 which may béeeded pursuant to the terms described
therein.

1. Responsibilities, Title and Reporting Authority
1.1  Daniel McGroarty shall perform all functions nornaad customary to the position
of President of a resource development company.

1.2  Daniel McGroarty shall be designated President.&. Rare Earths, Inc..

1.3  Daniel McGroarty shall report directly to CEO Miat®. Parnell, unless
otherwise agreed by mutual consent.

1.4  Daniel McGroarty will also continue in his preseapacity as a Director of U.S.
Rare Earths, Inc.

1.5 Daniel McGroarty shall be based in Washington, DHs geographic duties will exte
to all Company functions in the U.S. and abroad.

1.6 TIME . Employee shall devote enough time and besttefforthe business and affair:
Company except that Employee may have other businesstments and participate in
other business ventures which, from time to tiregquire portions of Employee’s time,
but which shall not interfere or be inconsisterttvEmployee’s duties hereunder and
except that Employee may devote a reasonable ambtinte to attending to
investments and the like.

1.7  Notwithstanding the terms of Section 2.4 hereirWelith the signing of this
Employment Agreement, the Consulting Services Agesd of May 6, 201
between



Daniel McGroarty principal of Carmot Strategic Gpounc. and Colorado Re
Earths, Inc. is no longer in force. Indeed, thie&utive Agreement superse
and hereby replaces said Consulting Services Aggaem

Payment for Services and Expenses

2.1 In consideration for functions to be performed bgni2l McGroarty, an
the promises made herein this Agreement and ddin@g erm hereof, Compa
shall pay to Employee on a monthly basis an ansalaly of:

Year 1: One Hundred Twenty Thousand Dollars ($120.@0) USD

Year 2: Review compensation at the beginning obfiQear 1

Year 3: Review compensation at the beginning obfiQear 2

Year 4 and thereafter: by mutual agreement.

Performance bonuses may be paid from time to tiased upon agreed
objectives.

Said salary shall be paid in monthly increments du the beginning of eg
month, in advance of work performed.

2.2REIMBURSEMENTOF EXPENSES
Employee is authorized to incur reasonable expeiosgsomoting the business
of Company, limited to travel, entertainment arke lexpenses. All expenses
shall be itemized on a standard Company form alaitiy proof of the expenses
furnished to Company's Treasurer/CFO/COO and Eneglapall upon such
itemization, proof and approval by Employee's TueasCFO/COO, be
reimbursed by the Company within two (2) weeksragtdomittal by Employee.

2.3 U.S. Rare Earths also hereby confers on Daniel Mafy ai
unconditional grant of 650,000 shares in U.S. Raehs, Inc.

2.4 Under the Consulting Agreement referenced in Sectid, Daniel
McGroarty was awarded 100,000 shares, vestingtbvee years in 1/36
increments each month, commencing in April 201%.oANovember 30, 2011,
and in accordance with Section 10.6 “Terminatioa &iter a Change of Control”
the 100,000 shares represented by the Consultingefxgent are fully vested, and
constitute an unconditional grant identical inraBpects to the new shares gra
in Section 2.3.

None of the shares of U.S. Rare Earths Common Stackegistered under the
Securities Act of 1933, as amended (tl&eturities Act). The shares are being
issued pursuant to an exemption from registratizaten the Securities Act and
deemed “restricted securitiewithin the meaning of Rule 144 promulgated ur
the Securities Act and certificates representimgstimares will bear an appropriate
restrictive legend. The shares may not be offésedale, sold or otherwise
transferred except pursuant to a registration rsiie under the Securities Act or
an



appropriate exemption from such registrati

2.5 Employee shall be entitled each year to a paidti@caf not in excess of
four (4 ) weeks. Any past vacation accruals rsetduduring the calendar year
earned shall be forfeited.

2.6 Commencing with the date of this Agreement, DaMelGroarty will be
considered an active and eligible participant ig @@mpany Share Grant/Stc
Option/Share Warrant Incentive Program presentigtiexg or to be established
the future, commensurate to other members of thenpaays senio
management.

2.7  Commencing with the date of this Agreement, DaMelGroarty will be
an eligible participant in any senior managementopmance and/or yeanc
bonus program existing or to be established infihere, commensurate to otl
members of the Company’s senior management.

2.8  All currency denominations are in United Statedaisl

3. Duration of Agreement.

This Agreement shall continue for a period of thi{@eyears (“Term”) from the
date of this Agreement and shall be automaticalhewed and extended at the
existing compensation level, unless on or beford@®g prior to the conclusion
of the Term or any extended term, Company or Eng#ayives written notice to
the other of intention not to extend the Term, wahagll otherwise be
automatically extended for further periods of ohgyear each.

Company shall endeavor to provide notification toffoyee that the Term has
been so extended, but the failure to provide swticer shall not limit the rights
of the parties under this section.

Termination procedures are outlined in Section 7.

4. Confidential Information

4.1  Inthe course of performance hereunder, Daniel Ma@y may be given access
to and become acquainted with information and/audeents that has not be
made known to the public (" Confidential Informatid). In connectio
therewith, the following shall apply:




4.2

4.3

All Confidential Information (which includes but mot limited to all files, records,
documents, notes, information, letters, memoranduansl similar items th
contain Confidential Information of the other, redjass of whether prepared
the receiver or otherwise coming into its possegsade available in the cou
of work performed under this Agreement shall benretd or destroyed upon
first to occur of (a) completion of tenure or (Bpuest by the Employer. Dar
McGroarty may retain, however, subject to the teofnthis Section, copies of t
Confidential Information required for compliance thvi his fiducian
responsibilities as an officer of the company.

This Section shall survive any termination, complebr expiration of this
Agreement.

Indemnification and Warranty

5.1 Daniel McGroarty shall enjoy the full coverage mained by the Employ
under its D&O insurance policy. The company covesndo Daniel McGroar
that it will not waive or allow to lapse its curtdavel of D&O insurance. Shot
the company breach this promise, Daniel McGroangllshave the right to se
any and all relief and/or damages as set fortheittien 5.2 herein below,
connection with the Employer’s breach of this psoom.

5.2  The Employer shall defend, indemnify and hold hassl Daniel McGroar
against any claims, demands, suits, losses, damaggs, awards, judgments .
expenses (including the costs of investigation aledense and reasona
attorneys' fees), regardless of the form of actibmught against) Dan
McGroarty by any person or entity as a result giries, damages, expenses
losses actually or allegedly incurred by such s@eror entity arising out of
relating to Daniel McGroarty's performance or fegldo perform pursuant to tl
Agreement (including but not limited to any claimedating or arising from ar
use by the Employer of any deliverable item), ex¢eghe extent any such cle
is finally determined to have resulted from the sgranegligence or willfi
misconduct of Daniel McGroarty. Daniel McGroartyregs to promptly notit
the Employer of any claim or action brought in cection with this Agreeme
and thereupon shall promptly take over and defemg such claim or actio
Employer shall promptly reimburse Daniel McGrodity any expenses, cost
liabilities, or other losses incurred in connectwith any such claims.

This Section shall survive any termination, conipletor expiration of thi
Agreement.

5.3  Warranty. Employee represents he is not presarplgrty to any prior agreeme
or understanding with a former employer or with atiyer person or business or
any other legal restriction or obligation which Wain any manner prohibit,
impede, or hinder Employee’s employment with of@enance of Employee’s
duties in



the course of employment by Company. Employeeesgiteat if the Compar
becomes party to any legal action resulting frobomesach of this provision,
Employee shall indemnify the Company for any and@sts of defending such
action, including attorneys’ fees.

Limitation on Liability .

IN NO CASE SHALL DANIEL MCGROARTY BE LIABLE FOR ANY INDIRECT,
PUNITIVE, SPECIAL, INCIDENTAL OR CONSEQUENTIAL DAMASES, IN
CONNECTION WITH OR ARISING OUT OF THIS AGREEMENT NICLUDING
LOSS OF PROFIT, USE OR OTHER ECONOMIC ADVANTAGE),HETHER THE
BASIS OF THE LIABILITY IS BREACH OF CONTRACT, TORT{INCLUDING
NEGLIGENCE AND STRICT LIABILITY), STATUTES, OR ANYOTHER LEGAL
THEORY. EMPLOYER ACKNOWLEDGES AND AGREES THAT THE
LIMITATIONS REFLECT A FAIR ALLOCATION OF RISK AND THAT DANIEL
MCGROARTY WOULD NOT ENTER INTO THIS AGREEMENT WITHOT THESE
LIMITATIONS ON HIS LIABILITY, AND EMPLOYER AGREES THAT THESE
LIMITATIONS SHALL APPLY NOTWITHSTANDING ANY FAILURE OF
ESSENTIAL PURPOSE BECAUSE SOME JURISDICTIONS DO/HAVNOT
ALLOWED OR MAY NOT ALLOW THE EXCLUSION OR LIMITATION OF
CERTAIN CATEGORIES OF DAMAGES. IN SUCH JURISDICTIGN THE
PARTIES AGREE THAT THE LIABILITY OF DANIEL MCGROART SHALL BE
LIMITED TO THE FULLEST EXTENT PERMITTED BY SUCH JURSDICTION.

Termination.

7.1  Termination Generally/NoticeSubject to and in accordance with the subsec
herein below of this Section 7, a party may terna@rthis Agreement at any tin

7.1.1.: Notice. A party seeking to terminate this Agreement mustvide notice ¢
termination (hereinafter referred to as “Terminatiblotice”) as follows: |
Employer elects to terminate this Agreement, it npuevide written notice 1
Daniel McGroarty in accordance with Section 9 ok tAgreement. If Dani
McGroarty elects to terminate this Agreement, hsthmuovide Employer 3day
notice of termination.

7.2  Termination Fee after Voluntary Termination the event Employer elects to
terminate and gives Termination Notice, Employealigbay a termination fee
eqgual to one year’s salary at time of terminatidhe Termination Fee shall be
due in full when the Employer sends the terminatiotice to Daniel McGroarty.

If Daniel McGroarty elects to terminate this Agment then the only remaining
payment obligations of the Employer will be as@gtin Section 7.4

7.3  Termination due to Breachlf Employer gives Termination Notice due
a material breach of this Agreement by Daniel Ma&Biy then no Termination
Fee




7.4.

7.5.

shall be payable other than outstanding amountalgeyprior to the date of tt
breach, in accordance with Section 7.4.

Material breach shall include Employee's unexplhialesence for a period of fi
(5) days excluding absence resulting from injuryllaess; Employee's failure to
diligently perform the duties described herein atiter responsibilities from tirr
to time assigned by Company to Employee withinsttagpe of his work; any
breach by Employee under the terms of this Agreeiiner is not cured within
fourteen (14) days after notice; any act by Emptogkdishonesty, disloyalty or
bad faith or any material action or series of atiwhich are contrary to the
interest of the Company, that is not cured witluarfeen (14) days after notice.

Company may terminate this Agreement (and be redief all further liability
hereunder) at any time after Employee shall berdaldsem his employment,
without explanation, for a continuous period of etitan ten days (10) or for a
non-continuous period of thirty (30) days duriny &émree (3) year period during
the Term, excluding that created by injury, illnesswork performed on behalf
of the Company.

Payment of Final ExpensesEmployer shall also pay expenses incurred by
Daniel McGroarty on Employer’s behalf up to andugiing the last day of the
upon which the Termination Notice was provided.isTmal payment for
expenses shall be due 30-days after Employer reséhne invoice for these final
expenses from Daniel McGroarty.

Termination upon Death or Disabilitif. Daniel McGroarty dies, this Agreem
shall terminate as of the date of his death, buplyer shall pay a fee equal
one year's salary to the estate of Daniel McGroadyater than 3@ays after th
date of his death, in addition to any compensatiamed or accrued under 1
Agreement prior to the date of his death. If DaMeGroarty incurs a total al
permanent disability rendering him unable to penfdrs duties hereunder for
consecutive days or 180 days in any 8@%-period, then either party shall h
the right, to the extent permitted by law, to teraie this Agreement upon not
in writing.




7.6.

Employer, however, shall pay to Daniel McGroartyfea equal to one ye's
salary no later than thirty (30) days after theedanh which it provides notice
terminate this Agreement, in addition to any congagion earned or accri
under this Agreement prior to said notice date.

Upon termination of this Agreement due to deatkisability, Daniel McGroart
(or his estate or beneficiaries in the case ofdiath of the Daniel McGroart
shall be entitled to receive any and all compeasatand/or other benefit
earned and accrued under this Agreement (and resaiment under tF
Agreement for expenses incurred prior to the datermination).

Upon termination of this Agreement due to deatHisability, all grants of
shares, stock options and/or share warrants thatmat vested will vest in full
immediately, to the benefit of Daniel McGroarty (0s estate or beneficiaries in
the case of the death of the Daniel McGroarty).

Termination Fee after a Change of Control Eveit “Change of Control Event”
of U.S. Rare Earths, Inc. is defined as any offtliewing:

i) the outright purchase of the Company.
or

i. Management Change of Control: The departushether voluntary ¢
involuntary) of U.S. Rare Earths CEO Michael D.riedt

or

iii. Board of Directors Change of Control: A changwhether immediate

gradual) in the Board composition whereby the Doexof the Company as
the date of this Agreementwhether by replacement, attrition or expansiorhe
Board -- cease to be a majority of the Board oEExors.

7.6.1 Change of Control Termination FedJpon a Change of Control Event,
Daniel McGroarty is entitled to receive a TerminatFee equal to two year’s
salary at the amount in effect at the time of thai@e of Control Event. The
Termination Fee shall be due in full at the timehaf Change of Control Event.

7.6.2 Change of Control and Share Grant/Stock Option&SWéarrant Vesting
In the event of a Change of Control, all grantsladres, stock options and/or
share warrants conferred on Daniel McGroarty tlaaemot vested will vest in
full immediately.

7.6.3 This section shall be fully binding upon, inurethe benefit of and be
enforceable by the respective successors, assighie@al representatives of the
parties to this Agreement.



10.

7.7. The terms of this Section 7 shall survive termioratf this Agreement or
completion of any Appendix.

7.8. The respective rights and obligations of the pantieder this Agreement shall
survive the expiration or termination of the empi@nt relationship to the extent
necessary to give full effect to those rights ahligations.

Severability.

If any of the provisions of this Agreement are heldbe invalid or unenforceable, all
other provisions hereof shall nevertheless contindell force and effect and such term
or provision shall be deemed invalid or unenforéeaball only be modified to the
extent necessary to render such term or provisiboreeable, and the rights and
obligations of the parties shall be construed aridreed accordingly, preserving to the
fullest permissible extent the intent and agreemehthe parties set forth herein.

Notice.

Any notice or other communication given pursuanthis Agreement shall be in writi
and shall be effective either when delivered peaiprno the party for whom intended
messenger, overnight courier, or facsimile, or fieg's following deposit of the notice
other communication into the United States maitt{ited mail, return receipt request
or first class postage prepaid), addressed to pacly at the address set forth on
initial page of this Agreement. Either party magsignate a different address by nc
to the other given in accordance herewith.

In the event that either party claims that the oties breached a material provisiol
this Agreement, no legal action may be taken agjairesother unless the party mak
the claim of breach shall have given the other tamitnotice specifying the bree
asserted and giving the other five (5) days a&teeipt of such notice to cure the breach.

Non-Assignability.

10.1 Except as otherwise provided in Sectionsdb7aaf this Agreement, the parties
shall not (by contract, operation of law or othesjiassign this Agreement or any right
or interest in this Agreement without the priortten consent of the other party. A
change of control shall constitute an assignment.

10.2 Nothing in this section is intended or shallconstrued to limit, alter, relieve, or
otherwise affect Employer’s, or its successor,gssor legal representative’s, obligation
to pay Daniel McGroarty as set forth in Section 7.

10.3 Except as otherwise provided in Sectionsd@)d 10 of this Agreement, nothing
contained in this Agreement is intended to contarsinall confer upon any person (ot
than the parties hereto) any rights, benefits mredgies of any kind or character
whatsoever,



11.

12.

13.

14.

15.

16.

and no such person shall be deemed a-party beneficiary under or by reason of 1
Agreement.

Complete Agreement

This Agreement and its Appendices set forth theeonderstanding between the par
hereto and supersedes all prior agreements, amange, and communications, whether
oral or written, with respect to the subject maktereof. No other agreements,
representations, warranties, or other matters, venetral or written, shall be deemed to
bind the parties hereto with respect to the sulijeatter hereof. Employer acknowled:
that it is entering into this Agreement solely be basis of the agreements and
representations contained herein, and for its owpgses and not for the benefit of any
third-party. This Agreement may not be modifiechorended except by the mutual
written agreement of the parties.

Headings

The headings utilized in this Agreement are forvamence only and are not to be
construed in any way as additions or limitationshaf covenants and agreements
contained in this Agreement.

Governing Law/Legal Proceedings

This Agreement shall be governed by, interpretedsttued, and enforced in accorde
with the laws of the State of Arkansas, USA withgiving effect to any conflict of lav
principles.

Attorney's Fees and Costs

If either party commences or is forced to partitéga any legal, equitable, or
administrative proceeding to enforce, defend, priror construe this Agreement, the
prevailing party shall be entitled to recover frime other party reasonable attorneys'
and court costs, and necessary disbursements iimoadd any other relief to which that
party may be entitled. "Legal action or proceedimgludes but is not limited to, a
declaratory relief action and any bankruptcy ooimency proceeding.

Waiver.

Waiver by one party hereto of breach of any provisif this Agreement by the other
shall not operate or be construed as a continuaigex.

Execution in Counterparts

This Agreement may be executed in any number aftesparts and by the parties hel
in separate counterparts, each of which when soueeé shall be deemed to be an
original and all of which taken together shall ditnge one and the same agreement.



IN WITNESS WHEREOF, the parties hereto have exetthiess Agreement as of the date fi
written above.

DANIEL MCGROARTY U.S. RARE EARTHS, INC.
By: /s/ Daniel McGroart By: Michael D. Parnell
Title: Presiden Title: CEO
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Exhibit 10.1¢

THIS WARRANT AND THE SECURITIES ISSUABLE UPON EXERSE OF THIS
WARRANT HAVE NOT BEEN REGISTERED UNDER THE SECURE$ ACT OF 193t
AS AMENDED (THE “SECURITIES ACT”)OR THE SECURITIES LAWS OF ANY STAT
OF THE UNITED STATES, AND MAY NOT BE SOLD, OFFEREBEOR SALE, ASSIGNEL
TRANSFERRED OR OTHERWISE DISPOSED OF, UNLESS REEBED PURSUAN
TO THE PROVISIONS OF THE SECURITIES ACT OR AN OPDWN OF COUNSEL I
OBTAINED STATING THAT SUCH DISPOSITION IS IN COMPIANCE WITH AN
AVAILABLE EXEMPTION FROM SUCH REGISTRATION AND IN ©MPLIANCE WITH
ANY APPLICABLE STATE SECURITIES LAWS.

WARRANT FOR THE PURCHASE OF COMMON STOCK
OF U.S RARE EARTHS, INC.

(Void if not exercised on or before March 9, 2016)

No. W- Date of Issuance: December 31, 2011

FOR VALUE RECEIVED, this Warrant is hereby issueg B.S. Rare Earths, Inc.
Nevada corporation (th“Company”), to Logic International Consulting Group, L.L.C.
assignee, (the Holder "), a New York LLC, (the “Holder”). Subject to the provisions of tl
Warrant (“Warrant”),the Company hereby grants to Holder the right tecipase 1,300,0(
shares of the Company’s common stock, par value00l1 per share (“Common Stocka, ar
exercise price of USD $0.50 per share (“ExerciseePr during the period from the date
issuance of this Warrant through March 9, 2016.

The Holder agrees with the Company that this Warranssued, and all the rigl
hereunder shall be held, subject to all of the da, limitations and provisions set fo
herein.

1. Exercise of Warrant. Subject to the terms and timm3 set forth herein, tl
Holder may exercise this Warrant at any time oaftar December 31, 2011 but no later thar
close of business (Pacific Time) on March 9, 2016.the event the underlying Shares
registered on Form S-1 or $-and for so long as the underlying Shares coetittube s
registered, the Company, in its sole discretiony meguire the Holder to exercise all or patr
the Warrant if the close price is $7.00 per shanefive (5) consecutive trading days.
exercise this Warrant the Holder shall presentsamdender this Warrant to the Company ¢
principal office, with the Warrant Exercise Forntaahed hereto as Appendix,Aluly execute
by the Holder and accompanied by payment in cashyocheck, payable to the order of
Company, of the aggregate Exercise Price for tted &mgregate number of securities for wl
this Warrant is exercised or a cashless exercifeeatole decision of the Holder. The shart
Common Stock deliverable upon such exercise, ardlijasted from time to time, are hereing
referred to as the “Warrant Shares.”



Upon receipt by the Company of this Warrant, togettvith the executed Warr:
Exercise Form and payment of the Exercise Pricanyf, for the securities to be acquirec
proper form for exercise, and subject to the Hokleompliance with all requirements of 1
Warrant for the exercise hereof, the Holder shalldeemed to be the holder of record of
Warrant Shares issuable upon such exercise, natarttling that the stock transfer books o
Company shall then be closed or that certificatgggasenting such securities shall not the
actually delivered to the Holder; If the Compaayld to cause its transfer agent to transn
the Holder a certificate or certificates represgntthe Warrant shares by the Warrant S
Delivery Date, then the Holder will have the rightrescind such exercise.

2. Reservation of Shares. The Company will reservéstuance and delivery ug
exercise of this Warrant the number of Warrant 8&naovered by this Warrant. All such sh
shall be duly authorized and, when issued upon suelcise, shall be validly issued, fully g
and non-assessable and free of all preemptivesright

3. Assignment or Loss of Warrant. This Warrant igyfssignable by the Holc
hereof (subject to compliance with applicable laaval regulations). Subject to the tran
restrictions herein (including Section 6), uporrender of this Warrant to the Company or a
office of its stock transfer agent, if any, witretAssignment Form, attached heretcA\ppendi»
B , duly executed and funds sufficient to pay anyndfer tax, the Company shall, with
charge, execute and deliver a new Warrant or Wemriarthe name of the assignee(s) nam
such instrument of assignment and if applicableea RVarrant to Holder with respect to
portion of the Warrant not being assigned and Warant shall promptly be canceled. U
receipt by the Company of evidence reasonablyfaat@y to it of the loss, theft, destructior
mutilation of this Warrant, and of reasonably dattory indemnification by the Holder, &
upon surrender and cancellation of this Warrantuftilated, the Company shall execute
deliver a replacement Warrant of like tenor anedat

4, Rights of the Holder. The Holder shall not, bytw& hereof, be entitled to &
rights of a stockholder in the Company, eitheaat or in equity, and the rights of the Holder
limited to those expressed in this Warrant.

5. Adjustments.

(@) Adjustment for Recapitalization. If the Companyallat any time afte
the date hereof subdivide its outstanding sharesCommon Stock by recapitalizatis
reclassification or splityp thereof, or if the Company shall declare a sttigldend or distribut
shares of Common Stock to its shareholders, thebeuwf shares of Common Stock subje:
this Warrant immediately prior to such subdivisgirall be proportionately increased, and i
Company shall at any time after the date hereofbtoenthe outstanding shares of Comi
Stock by recapitalization, reclassification or comaltion thereof, the number of shares
Common Stock subject to this Warrant immediatelyorpito such combination shall
proportionately decreased. In either case, thecesee price shall also be proportiona
adjusted.

(b) Adjustment for Reorganization, Consolidation, Mergec. If at any tim
after the date hereof the Company has a Changentr@ (as hereafter defined), the



Holder agrees that, either (a) Holder shall exerits purchase right under this Warrant and
exercise will be deemed effective immediately ptiorthe consummation of such Chang
Control, or (b) if the Holder elects not to exeectke Warrant, this Warrant will not expire u|
the consummation of the Change of Control but shatbmatically convert to a warrant
acquire such securities as Holder would have aedquirthe Warrant had been exercised i
entirety immediately prior to the consummation ofts Change in Control. For purposes of
Warrant, a “Change in Controthall be deemed to occur in the event of a chamgavnershi
or control of the Company effected through anyhef following transactions: (i) the acquisiti
directly or indirectly, by any person or relatecgp of persons (other than the Company
person that immediately before the Change of Cobrdneectly or indirectly controls, or
controlled by, or is under common control with, thempany) of beneficial ownership (witl
the meaning of Rule 13d-3 of the Securities Exchafigt of 1934, as amended) adtstandin
securities possessing more than fifty percent (56%4he total combined voting power of
Company’s outstanding securitiesor (i) the sale, transfer or other dispositioh al or
substantially all of the Comparsyassets; or (iii) the consummation of a mergeromsolidatiol
of the Company with or into another entity or arilles corporate reorganization, if more t
fifty percent (50%) of the combined voting power tbfe continuing or surviving entity’
securities outstanding immediately after such mergensolidation or other reorganizatior
owned by persons who were not stockholders of thraggany immediately prior to such mert
consolidation or other reorganization.

(c) Certificate as to Adjustments. The adjustmentyigem in this Section
shall be interpreted and applied by the Comparguich a fashion so as to reasonably pre:
the applicability and benefits of this Warrant (budt to increase or diminish the bene
hereunder). In each case of an adjustment in dingber of shares of Common Stock or o
securities receivable on the exercise of the Wartae Company at its expense will prom
compute such adjustment in accordance with thestexinihe Warrant and prepare a certifi
executed by two executive officers of the Compagtyirsg forth such adjustment and showin
detail the facts upon which such adjustment is ¢dhasehe Company will mail a copy of e
such certificate to each Holder.

(d) Notices of Record Date, etc. In the event that:

(1) the Company shall declare any dividend or othdridigtion to the
holders of Common Stock, or authorizes the grantinGommon Stock holders of any righ
subscribe for, purchase or otherwise acquire arareshof stock of any class or any o
securities; or

(i) the Company has a Change in Control; or

(i)  the Company authorizes any voluntary or involunt@igsolution
liquidation or winding up of the Company, then, anagach such case, the Company shall
or cause to be mailed to the holder of this Waradrhe time outstanding a notice specifying
the case may be, (a) the date on which a recaalbe taken for the purpose of such divid
distribution or right, and stating the amount ahdracter of such dividend, distribution or ri
or (b) the date on which such reorganization, ssifecation, consolidation, merger, conveya
dissolution, liquidation or winding up is to taklage, and the time, if any is to be fixed, as to



which the holders of record of Common Stock shallemtitled to exchange their share:
Common Stock for securities or other property deghble upon such reorganizati
reclassification, consolidation, merger, conveyaucgsolution, liquidation or winding up. St
notice shall be mailed at least twenty (20) daysrgo the date therein specified.

(e) No Impairment. The Company will not, by any volanyt action, avoid «
seek to avoid the observance or performance ofodiilie terms to be observed or perfor
hereunder by the Company, but will at all timegjaod faith assist in the carrying out of all
provisions of this Section 6 and in the taking dif such action as may be necessar
appropriate in order to protect the rights of th@ddr of this Warrant against impairment.

() Cash Dividends. No adjustment pursuant to thisrsvarshall be made
respect of any dividend payable in cash provided tiotice of such dividend has been give
accord with section 5(d) at least fifteen (15) dagier to the record date for the payment of ¢
dividend.

6. Transfer to Comply with the Securities Act.

If, at the time of the surrender of this Warrantconnection with any transfer of t
Warrant, the transfer of this Warrant shall notrbgistered pursuant to an effec
registration statement under the Securities Act arder applicable state securities
blue sky laws, the Company may require, as a conddf allowing such transfer (i) tr
the holder or transferee of this Warrant, as thee gaay be, furnish to the Compar
written opinion of counsel (which opinion shall ke form, substance and sct
customary for opinions of counsel in comparabledestions) to the effect that si
transfer may be made without registration underS&eurities Act and under applice
state securities or blue sky laws, (ii) that thédboor transferred execute and delive
the Company an investment letter in form and sulgstacceptable to the Company
(i) that the transferee be an “accredited inveéstas defined in Rule 501(a)
Regulation D promulgated under the Securities Aca qualified institutional buyer
defined in Rule 144A(a) under the Securities Act.

7. Registration Rights. The Company is not required obligated to file
registration statement with respect to any of thendht Shares. The Company agrees to
certain registration rights to the Holder in redpet this Warrant and the Warrant Sha
Accordingly, in the event that prior to the Terntioa Date the Company files a registra
statement under the U.S. Securities Act of 1933mended, the Holder will have the righ
include, or “piggyback’in the registration statement the Warrant and/orrévé Shares, whic
right will be subject to and contingent upon appidoby any investment banker anc
underwriter that the Company may engage in conmeetith the registration statement.

8. Legend. Unless the Warrant Shares have been neglsteder the Securities /
on Form S-1 or Form 3; upon exercise of this Warrant and the issuaheay of the Warral
Shares, all certificates representing such shdral Isear on the face thereof substantially
following legend:

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVBEEN
ACQUIRED BY THE HOLDER FOR ITS OWN ACCOUNT, FOR



INVESTMENT PURPOSES AND NOT WITH A VIEW TO TH
DISTRIBUTION OF SUCH SECURITIES. THESE SECURITIEBRA\VE NOT
BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933,SA
AMENDED (THE “ACT”), OR ANY APPLICABLE STATE SECURTIES
LAWS AND MAY NOT BE SOLD OR OTHERWISE TRANSFERRED
EXCEPT () PURSUANT TO AN EFFECTIVE REGISTRATION
STATEMENT UNDER THE ACT AND COMPLIANCE WITH SUCH SATE
SECURITIES LAWS, (II) IN COMPLIANCE WITH RULE 144 NDER THE
ACT AND APPLICABLE STATE SECURITIES LAWS, OR (IIIVPON THE
DELIVERY TO THE COMPANY OF AN OPINION OF COUNSEL OR
OTHER EVIDENCE SATISFACTORY TO THE COMPANY THAT Sud
REGISTRATION AND/ OR COMPLIANCE IS NOT REQUIRED.

9. Notices. All notices required hereunder shall mevriting and shall be deem
given when sent by facsimile (if delivery confirnwet is received), enailed, delivere
personally or within two days after mailing whenilea by certified or registered mail, reti
receipt requested, to the Company or the Holdethasase may be, for whom such notic
intended, if to the Holder, at theneail or mailing address of record of such partynass
recently provided in writing by such party to ther. The initial addresses of the parties ar
forth below.

10.  Applicable Law. This Warrant is issued under amhdllsfor all purposes |
governed by and construed in accordance with the & the State of Nevada, without regar
the conflict of laws provisions of such state.

IN WITNESS WHEREOF, the Company has caused thisraarto be signed on
behalf, in its corporate name, by its duly authedinfficer, all as of the day and year first at
written.

U.S. Rare Earths In

By: /s/ Michael D. Parne
Name: Michael D. Parne
Title:  Chief Executive Officer
12 Gunnebo Drive

Lonoke, Arkansas 720¢

Warrant Holder
Address:

E-mail:
Facsimile:
SSH#:



Appendix A
WARRANT EXERCISE FORM

The undersigned hereby irrevocably elects to (@reise the attached Warrant
purchase ( ) shares @dhemon Stock of U.S Rare Earths, |
a Nevada corporation (the “Companydt an exercise price of Fifty Cents (USD $0.50)
share, pursuant to the provisions of Section 1hef attached Warrant, and hereby m
payment of the aggregate sum of $ in paytherefor. If the Warrant is not be
exercised in full, the undersigned hereby instriices Company to issue a Warrant or Warr
for the unexercised portion of the Warrant and sénd the undersigned at the address s
below. The undersigned’s execution of this formstdutes the undersignedagreement to
the terms of the Warrant and to comply therewith.

Signature

Print Name:

Signature, if jointly held
Print Name:

Date:



Appendix B

ASSIGNMENT FORM

FOR VALUE RECEIVED s6ignor’)hereby sell:
assigns and transfers unto (“Assignee”) all of Assign@’
right, title and interest in, to and under Warrisiot W- issued by U.S. Rare Earths, Inc

Nevada corporation, on December 31, 2(

NOTE: If only a portion of the Warrant rights d@mebe assigned and transferred, a
the above statement and the balance of this fooordmgly.

DATED:

ASSIGNOR:

Signature
Print Name:

Signature, if jointly held
Print Name:

ASSIGNEE:

The undersigned agrees to all of the terms of tlaeravit and to comply therewith.

Signature
Print Name:

Signature, if jointly held
Print Name:



Exhibit 10.1¢

THIS WARRANT AND THE SECURITIES ISSUABLE UPON EXERSE OF THIS
WARRANT HAVE NOT BEEN REGISTERED UNDER THE SECURE$ ACT OF 193t
AS AMENDED (THE “SECURITIES ACT”)OR THE SECURITIES LAWS OF ANY STAT
OF THE UNITED STATES, AND MAY NOT BE SOLD, OFFEREBEOR SALE, ASSIGNEL
TRANSFERRED OR OTHERWISE DISPOSED OF, UNLESS REEBED PURSUAN
TO THE PROVISIONS OF THE SECURITIES ACT OR AN OPDWN OF COUNSEL I
OBTAINED STATING THAT SUCH DISPOSITION IS IN COMPIANCE WITH AN
AVAILABLE EXEMPTION FROM SUCH REGISTRATION AND IN ©MPLIANCE WITH
ANY APPLICABLE STATE SECURITIES LAWS.

WARRANT FOR THE PURCHASE OF COMMON STOCK
OF U.S RARE EARTHS, INC.

(Void if not exercised on or before November 281 &0

No. W- Date of Issuance: December 31, 2011

FOR VALUE RECEIVED, this Warrant is hereby issueg B.S. Rare Earths, Inc.
Nevada corporation (th“Company”), to Logic International Consulting Group, L.L.C.
assignee, (the Holder "), a New York LLC, (the “Holder”). Subject to the provisions of tl
Warrant (“Warrant”) the Company hereby grants to Holder the right tecipase 700,000 sha
of the Company’s common stock, par value $0.00084 ghare (“Common Stock’at ar
exercise price of USD $0.50 per share (“ExerciseePr during the period from the date
issuance of this Warrant through November 28, 2016.

The Holder agrees with the Company that this Warranssued, and all the rigl
hereunder shall be held, subject to all of the da, limitations and provisions set fo
herein.

1. Exercise of Warrant. Subject to the terms and timm3 set forth herein, tl
Holder may exercise this Warrant at any time oaftar December 31, 2011 but no later thar
close of business (Pacific Time) on November 28,620In the event the underlying Shares
registered on Form S-1 or $-and for so long as the underlying Shares coetittube s
registered, the Company, in its sole discretiony meguire the Holder to exercise all or patr
the Warrant if the close price is $7.00 per shanefive (5) consecutive trading days.
exercise this Warrant the Holder shall presentsamdender this Warrant to the Company ¢
principal office, with the Warrant Exercise Forntaahed hereto as Appendix,Aluly execute
by the Holder and accompanied by payment in cashyocheck, payable to the order of
Company, of the aggregate Exercise Price for tted &mgregate number of securities for wl
this Warrant is exercised or a cashless exercifeeatole decision of the Holder. The shart
Common Stock deliverable upon such exercise, ardlijasted from time to time, are hereing
referred to as the “Warrant Shares.”



Upon receipt by the Company of this Warrant, togettvith the executed Warr:
Exercise Form and payment of the Exercise Pricanyf, for the securities to be acquirec
proper form for exercise, and subject to the Hokleompliance with all requirements of 1
Warrant for the exercise hereof, the Holder shalldeemed to be the holder of record of
Warrant Shares issuable upon such exercise, natarttling that the stock transfer books o
Company shall then be closed or that certificatgggasenting such securities shall not the
actually delivered to the Holder;

If the Company fails to cause its transfer agentremsmit to the Holder a certificate
certificates representing the Warrant shareshay Warrant Share Delivery Date, then
Holder will have the right to rescind such exercise

2. Reservation of Shares. The Company will reservéskuance and delivery ug
exercise of this Warrant the number of Warrant &naovered by this Warrant. All such sh
shall be duly authorized and, when issued upon suelcise, shall be validly issued, fully g
and non-assessable and free of all preemptivesright

3. Assignment or Loss of Warrant. This Warrant idyfssignable by the Holc
hereof (subject to compliance with applicable laaval regulations). Subject to the tran
restrictions herein (including Section 6), uporrender of this Warrant to the Company or a
office of its stock transfer agent, if any, witretAssignment Form, attached heret@®Aapendi»
B , duly executed and funds sufficient to pay anydfar tax, the Company shall, with
charge, execute and deliver a new Warrant or Wemriarthe name of the assignee(s) nam
such instrument of assignment and if applicableew RVarrant to Holder with respect to
portion of the Warrant not being assigned and Wiarant shall promptly be canceled. U
receipt by the Company of evidence reasonablyfaat@y to it of the loss, theft, destructior
mutilation of this Warrant, and of reasonably datiory indemnification by the Holder, &
upon surrender and cancellation of this Warrantiuftilated, the Company shall execute
deliver a replacement Warrant of like tenor ane:dat

4. Rights of the Holder. The Holder shall not, bytw& hereof, be entitled to &
rights of a stockholder in the Company, eitheaat or in equity, and the rights of the Holder
limited to those expressed in this Warrant.

5. Adjustments.

(@  Adjustment for Recapitalization. If the Companyltat any time afte
the date hereof subdivide its outstanding sharesCommon Stock by recapitalizatic
reclassification or splityp thereof, or if the Company shall declare a sthieldend or distribut
shares of Common Stock to its shareholders, thebeumif shares of Common Stock subje:
this Warrant immediately prior to such subdivisgirall be proportionately increased, and i
Company shall at any time after the date hereofbioenthe outstanding shares of Comi
Stock by recapitalization, reclassification or caomaltion thereof, the number of shares
Common Stock subject to this Warrant immediatelyorpto such combination shall
proportionately decreased. In either case, thecesee price shall also be proportiona
adjusted.



(b)  Adjustment for Reorganization, Consolidat
Merger, etc. If at any time after the date herta® Company has a Change in Control
hereafter defined), the Holder agrees that, eieHolder shall exercise its purchase right u
this Warrant and such exercise will be deemed #fieimmediately prior to the consummat
of such Change in Control, or (b) if the Holderot$enot to exercise the Warrant, this War
will not expire upon the consummation of the Chaafj€ontrol but shall automatically conv
to a warrant to acquire such securities as Holdmuldvhave acquired if the Warrant had
exercised in its entirety immediately prior to t@nsummation of such Change in Control.
purposes of this Warrant, a “Change in Contrgltall be deemed to occur in the event
change in ownership or control of the Company éé@écthrough any of the followir
transactions: (i) the acquisition, directly or ireditly, by any person or related group of per
(other than the Company or a person that immegidtefore the Change of Contrdirectly ol
indirectly controls, or is controlled by, or is w@exdcommon control with, the Company)
beneficial ownership (within the meaning of RulaldBof the Securities Exchange Act of 1¢
as amended) of outstandirsgcurities possessing more than fifty percent (50%)he tota
combined voting power of the Company’s outstandiegurities; or (ii) the sale, transfer
other disposition of all or substantially all oetiompanys assets; or (iii) the consummatior
a merger or consolidation of the Company with do ianother entity or any other corpol
reorganization, if more than fifty percent (50%)tlb& combined voting power of the contint
or surviving entitys securities outstanding immediately after suchgererconsolidation or oth
reorganization is owned by persons who were natkbmders of the Company immedial
prior to such merger, consolidation or other reoizgtion.

(© Certificate as to Adjustments. The adjustmentyides in this Section
shall be interpreted and applied by the Compamsuich a fashion so as to reasonably pre:
the applicability and benefits of this Warrant (budt to increase or diminish the bene
hereunder). In each case of an adjustment in dingber of shares of Common Stock or o
securities receivable on the exercise of the Wartae Company at its expense will prom
compute such adjustment in accordance with thestexinihe Warrant and prepare a certifi
executed by two executive officers of the Compagtyirsg forth such adjustment and showin
detail the facts upon which such adjustment is ¢dhasehe Company will mail a copy of e
such certificate to each Holder.

(d) Notices of Record Date, etc. In the event that:

(1) the Company shall declare any dividend or othdridigtion to the
holders of Common Stock, or authorizes the grantinGommon Stock holders of any righ
subscribe for, purchase or otherwise acquire armareshof stock of any class or any o
securities; or

(i) the Company has a Change in Control; or

(i)  the Company authorizes any voluntary or involunt@igsolution
liquidation or winding up of the Company, then, anagach such case, the Company shall
or cause to be mailed to the holder of this Waraarthe time outstanding a notice specifying
the case may be, (a) the date on which a recaalbge taken for the purpose of such divid
distribution or right, and stating the amount ahdracter of such dividend, distribution or right;



or (b) the date on which such reorganization, ssifecation, consolidation, merger, conveya
dissolution, liquidation or winding up is to tak&age, and the time, if any is to be fixed, a
which the holders of record of Common Stock shallemtitled to exchange their share:
Common Stock for securities or other property delble upon such reorganizati
reclassification, consolidation, merger, conveyanlegsolution, liquidation or winding up. St
notice shall be mailed at least twenty (20) daysrgo the date therein specified.

(e) No Impairment. The Company will not, by any volanyt action, avoid «
seek to avoid the observance or performance ofodiilie terms to be observed or perfor
hereunder by the Company, but will at all timegaod faith assist in the carrying out of all
provisions of this Section 6 and in the taking dif such action as may be necessar
appropriate in order to protect the rights of th@ddr of this Warrant against impairment.

() Cash Dividends. No adjustment pursuant to thisrsvarshall be made
respect of any dividend payable in cash provided tiotice of such dividend has been give
accord with section 5(d) at least fifteen (15) dasier to the record date for the payment of ¢
dividend.

6. Transfer to Comply with the Securities Act.

If, at the time of the surrender of this Warrantconnection with any transfer of t
Warrant, the transfer of this Warrant shall notrbgistered pursuant to an effec
registration statement under the Securities Act wamder applicable state securities
blue sky laws, the Company may require, as a conddf allowing such transfer (i) tr
the holder or transferee of this Warrant, as thee gaay be, furnish to the Compar
written opinion of counsel (which opinion shall e form, substance and sct
customary for opinions of counsel in comparablegeztions) to the effect that si
transfer may be made without registration underS&eurities Act and under applica
state securities or blue sky laws, (ii) that thédboor transferred execute and delive
the Company an investment letter in form and sulgstacceptable to the Company
(i) that the transferee be an “accredited inveéstas defined in Rule 501(a)
Regulation D promulgated under the Securities Aca qualified institutional buyer
defined in Rule 144A(a) under the Securities Act.

7. Registration Rights. The Company is not required obligated to file
registration statement with respect to any of therndht Shares. The Company agrees to
certain registration rights to the Holder in redpet this Warrant and the Warrant Sha
Accordingly, in the event that prior to the Terntioa Date the Company files a registra
statement under the U.S. Securities Act of 1933mesnded, the Holder will have the righ
include, or “piggyback’in the registration statement the Warrant and/orrévé Shares, whic
right will be subject to and contingent upon appidoby any investment banker anc
underwriter that the Company may engage in conmeetith the registration statement.

8. Legend. Unless the Warrant Shares have been neglsteder the Securities /
on Form S-1 or Form 8; upon exercise of this Warrant and the issuaheay of the Warral
Shares, all certificates representing such shdral Isear on the face thereof substantially
following legend:



THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVBEEN
ACQUIRED BY THE HOLDER FOR ITS OWN ACCOUNT, FOR
INVESTMENT PURPOSES AND NOT WITH A VIEW TO THE
DISTRIBUTION OF SUCH SECURITIES. THESE SECURITIERAVE NOT
BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933,SA
AMENDED (THE “ACT”), OR ANY APPLICABLE STATE SECURTIES
LAWS AND MAY NOT BE SOLD OR OTHERWISE TRANSFERRED
EXCEPT () PURSUANT TO AN EFFECTIVE REGISTRATION
STATEMENT UNDER THE ACT AND COMPLIANCE WITH SUCH &ATE
SECURITIES LAWS, (II) IN COMPLIANCE WITH RULE 144 NDER THE
ACT AND APPLICABLE STATE SECURITIES LAWS, OR (IIJPON THE
DELIVERY TO THE COMPANY OF AN OPINION OF COUNSEL OR
OTHER EVIDENCE SATISFACTORY TO THE COMPANY THAT Su€
REGISTRATION AND/ OR COMPLIANCE IS NOT REQUIRED.

9. Notices. All notices required hereunder shall mevriting and shall be deem
given when sent by facsimile (if delivery confirnwet is received), enailed, delivere
personally or within two days after mailing whenilea by certified or registered mail, reti
receipt requested, to the Company or the Holdethasase may be, for whom such notic
intended, if to the Holder, at thenaail or mailing address of record of such partynass
recently provided in writing by such party to ther. The initial addresses of the parties ar
forth below.

10.  Applicable Law. This Warrant is issued under amhallsfor all purposes |
governed by and construed in accordance with the & the State of Nevada, without regar
the conflict of laws provisions of such state.

IN WITNESS WHEREOF, the Company has caused thisr&arto be signed on
behalf, in its corporate name, by its duly authedinfficer, all as of the day and year first at
written.

U.S. Rare Earths In

By: /s/ Michael D. Parnell
Name: Michael D. Parne
Title: Chief Executive Officer
12 Gunnebo Drive

Lonoke, Arkansas 720¢

Warrant Holder
Address:

E-mail:
Facsimile:



SS#:



Appendix A
WARRANT EXERCISE FORM

The undersigned hereby irrevocably elects to (@reise the attached Warrant
purchase ( ) shares @dhemon Stock of U.S Rare Earths, |
a Nevada corporation (the “Companydt an exercise price of Fifty Cents (USD $0.50)
share, pursuant to the provisions of Section 1hef attached Warrant, and hereby m
payment of the aggregate sum of $ in paytherefor. If the Warrant is not be
exercised in full, the undersigned hereby instriices Company to issue a Warrant or Warr
for the unexercised portion of the Warrant and sénd the undersigned at the address s
below. The undersigned’s execution of this formstdutes the undersignedagreement to
the terms of the Warrant and to comply therewith.

Signature

Print Name:

Signature, if jointly held
Print Name:

Date:



Appendix B

ASSIGNMENT FORM

FOR VALUE RECEIVED s6ignor’)hereby sell:
assigns and transfers unto (“Assignee”) all of Assign@’
right, title and interest in, to and under Warrisiot W- issued by U.S. Rare Earths, Inc

Nevada corporation, on December 31, 2(

NOTE: If only a portion of the Warrant rights d@mebe assigned and transferred, a
the above statement and the balance of this fooordmgly.

DATED:

ASSIGNOR:

Signature
Print Name:

Signature, if jointly held
Print Name:

ASSIGNEE:

The undersigned agrees to all of the terms of tlaeravit and to comply therewith.

Signature
Print Name:

Signature, if jointly held
Print Name:
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Exhibit 14.1
U.S. RARE EARTHS, INC.

CODE OF ETHICS FOR EMPLOYEES AND DIRECTORS

l. Application and Policy Stateme

This Code of Ethics (this ‘Code”) shall apply to all U.S. Rare Earths, Inc., empl®,
including employees of the Company’s subsidiarie&€fiployees’), as well as each member of
Company’s Board of Directors Qirectors”). Every Employee and Director must be familiar wittd
understand the provisions of this Code. The purpbsieis Code is to promote.

* Honest and ethical conduct, including the ethieaddling of actual or apparent confli
of interest between personal and professionalioelstips;

* Full, fair, accurate, timely and understandableldsure in reports and documents
the Company files with, or submits to, the Unitetht& Securities and Excha
Commission (the SEC”) and in other public communications;

» Compliance with applicable governmental lawsesund regulations;
» The prompt internal reporting of violations ofslCode; and
» Accountability for adherence to this Code.

Il. Honest and Ethical Condu

All Employees and Directors shall perform theiridsitin an honest and ethical manner. 7
shall handle all actual or apparent conflicts ofeiast between their personal and profess
relationships in an ethical manner. It is importeEntise common sense, good judgment and act in
faith.

All Employees and Directors should avoid situationsvhich their personal, family or financ
interests conflict or even appear to conflict witiose of the Company. Employees and Directors
not engage in activities that compete with the Canypor compromise its interests. No Employe
Director should take for his or her own benefit apportunity discovered in the course of employr
that the Employee or Director has reason to knowlevbenefit the Company.

The Company encourages Employees and Directorsoid aven the appearance of a conflic
interest and to raise ethical questions, dilemmascerns or suggestions with appropriate indivislual
within the Company, including supervisors, managsesior management, or human resources. The
Company has since its inception encouraged suabsge be raised and, based upon prior experience,
many, if not most, of these issues can be addresgadhally, after appropriate discussion and asial
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If any Employee or Director would feel uncomforah any way raising ethical issues as
forth above, or if they raise such issues and #reynot resolved appropriately, then lie or sheukl
consult with the Audit Committee to address sucltens, who will follow the procedures approvec
the Audit Committee for resolving such matters. Phlit Committee will also follow the procedu
described in Section VII below. Any Employee or éitor who becomes involved in a situation
‘rives rise to an actual conflict of interest mpiimptly inform the Audit Committee of such conflic

lll. Compliance with Governmental Laws, Rules arebRlations

Each Employee and Director shall comply with alplagable laws, rules and regulations
federal, state and local governments.

IV. Full, Fair, Accurate, Timely and Understandablsclosure

The Company is committed to ensuring that all disates in reports and documents tha
Company files with, or submits to, the SEC, as vesll other public communications made by
Company arc full, fair, accurate, timely and untirdable. The Comparg/'Chief Executive Office
President, and Chief Financial Officer are ultinhatesponsible for taking all necessary steps gue
that this occurs. All Employees and Directors sttake appropriate steps within their aree
responsibility to ensure the same.

V. Publication of the Code of Ethics

The Companys Code of Ethics for Employees and Directors wallgnsted and maintained
the Company’s website and posting will be disclasettie Company’s Annual Report on Form 10-K.

VI. Changes to or Waivers from the Code

Any substantive change to or waiver (i.e., a mataieparture from the requirements of
provision) of this Code granted to an executiveceff or Director shall require pegpproval from th
Companys Board of Directors after receipt of a recommeiodgatrom a committee comprised
independent Directors and shall be disclosed withim (4) business days of such action in a filom
Form 8K with the Securities and Exchange Commission. Chmpany will also retain such disclos
for not less than five (5) years.

VII. Internal Reporting of Violations

Any Employee or Director who in good faith believassuspects that any portion of this C
has been violated (including any violation of SawtlV of this Code) or has a complaint regarding
Companys$ accounting practices, internal accounting costoolother auditing matter and does not
comfortable addressing the issue with individudéntified in Section Il should immediately repantk
violation to the Audit Committee. Any such repoitllwe promptly evaluated and/or investigated.
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Any person reporting such a violation should beppred to provide as much detail as pos
about the suspected violation, including the indinls involved, the nature of the violati
documentation of the violation, or any other infation which may be helpful in the Compasy’
evaluation and, if necessary, investigation ofabmplaint. Prompt disclosure to the appropriateigs
is vital to ensure a thorough and timely evaluatod appropriate resolution. A violation of thisdeas
a serious matter and could have legal implicatiddkegations of such behavior are not taken lig
and should not lie made to embarrass someone dnippubr her in a false light. Therefore, report
suspected violations should always be made in gaithul

VIIl. No Retaliation

The Company will not tolerate any retaliation agaiany person who provides informatiot
good faith to a Company or law enforcement offiat@ncerning a possible violation of any |
regulation or this Code. Any Employee or Directonowviolates this rule may be subject to ¢
criminal and administrative penalties, as well agiglinary action, up to and including terminatiof
employment.

IX. Consequences for Non-Compliance with this Code

 Disciplinary Actions. Any violation of applicable law or any deviatidrom the
standards embodied in this Code may result in glisairy action, which may inclus
termination of employment. In addition to imposindgscipline upon Employees

Directors involved in norrompliant conduct, the Company may also imposeplise,
as appropriate, upon an Employee&upervisor, if any, who directs or approves

Employees improper actions, or is aware of those actiorisdbas not act appropriat
to correct them, and upon other individuals whd fai report known norcomplian
conduct. Disciplinary action shall be documentedajppropriate. In addition to impos
its own discipline, the Company will bring suspekteolations of law to the attention
appropriate law enforcement personnel.

» Required Government ReportingVhenever conduct occurs that requires a repdtte
government, the Audit Committee, with the assistaot the Companyg’ outside leg:
counsel shall be responsible for complying withhsteporting requirements.

* Corrective Actions In the event of a violation of this Code, the Auommittee wil
assess the situation to determine whether the twdalademonstrates a problem i
requires remedial action as to Company policies @odedures. Such corrective ac
may include retraining Employees, modifying Compapglicies and procedurt
improving monitoring of compliance under existingogedures and other act
necessary to detect similar noompliant conduct and prevent it from occurringthie
future. Such corrective action shall be documerdsdppropriate.
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U.S. Rare Earths, Inc.
Guidelines for Handling Issues Relating to the Canyps Code of Ethics

In order to ensure the full effectiveness of thanpany’s Code of Ethics (the Code”), the

Company has developed guidelines for resolvingeissaomplaints or questions which relate to ore
out of the Code.

1. The Audit Committee shall as a group be resjpba$or:

a. Administering the Code;

b. Communicating with Employees and Directors alitbet Code and their obligatic
under the Code;

c. Handling (either personally or through supepnsof others) issues, complaints
guestions regarding the Code, including complaimasle through the confidential hotl
established pursuant to the Code;

d. Communicating with the Audit Committee regardinglations or suspected violatic
of the Code; and

e. Maintaining a written log of all complaints reas by the Ethics Officer.

2. The Chair of the Audit Committee shall reporthe full committee on a regular basis in a ma
designated by the Audit Committee regarding isswesnplaints and/or violations of the Cc
However, the Chair shall immediately report to gwalit Committee in the event of the following:

a. Complaints or concerns regarding the accuracthe@fCompanys reported financi
statements; or

b. Complaints or concerns regarding violationsuspgcted violations of the Code by
Director, executive officer, the Controller, Gerle€aunsel, the Ethics Officer(s), or -
head of human resources, security, facilities, stmerelations or government relatis
departments.



