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U.S. ENERGY CORP.

877 North 8th West
Riverton, Wyoming 82501

Notice of Annual Meeting of Shareholders

We are pleased to give you notice of our Annual tihgeof Shareholders:

Date: Friday, June 25, 201

Time: 10:00 AM MDT

Place: 877 North 8th West, Riverton, Wyoming 82&

Purpose:  -Elect the two nominees for directors identifiedhie accompanying proxy statement (Mark J. LarsehStephen V. Conrad) to
serve until the third succeeding annual meetinghafeholders, and until their successors have dhagrelected or appointed
and qualified.

-Ratify appointment of the independent auditor;
-For any other purpose that properly may come beaf@eneeting, in accordance with the Bylaws ofGeenpany

Record April 26, 2010. The stock transfer books will thet closed.
Date:

We have enclosed a copy of our Annual Report feffigtal year ended December 31, 2009 with thisddaif Annual Meeting of Sharehold
and Proxy Statement. Please read the enclosedhiafion carefully before completing and returnihg enclosed proxy card.

The Securities and Exchange Commission requirepani®s to furnish proxy materials over the Interdtich reduces environmental img
as well as printing and mailing costs. Unless tiise requested by the shareholder we are maitirgdst of our stockholders a Notice of Inte
Availability of Proxy Materials, instead of mailingaper copies of the proxy materials. The NotitAwailability contains instructions on how
access the materials on the Internet, and als@antd request a paper copy of the proxy materials stockholders who do not receive a Notici
Availability will receive a paper copy of the proryaterials by mail.

Whether or not you plan to attend the meeting,ge¢ake the time to vote -

> By the Internet — Go to the website shown on yoaky card or the Notice of Internet Availabilityr o
> By Telephone Call the toll free number shown on the notice dikability; or
> By mail- Complete, sign and date your proxy card and mailtihe postage paid enveloj

If you owned shares in the Company at the closéusiness on April 26, 2010, you may attend and ‘atéhe meeting. The names
shareholders of record entitled to vote at the mgetill be available for review at the meeting ahding regular business hours at our headqu.
in Riverton, Wyoming.

If you wish to attend the meeting and vote in perdut you are a beneficial owner (the shares al@ ih “street name”)¢contact your broke
as soon as you receive this notice, to obtaingatlproxy” which you must bring to the meeting idler to vote in person at the meeting.

By Order of the Board
Directors

/sl Steven R. Youngbau
Dated: April 29, 2010 Steven R.  Youngbau
Secretary
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U.S. ENERGY CORP.

877 North 8th West
Riverton, Wyoming 82501

PROXY STATEMENT
FOR ANNUAL MEETING OF SHAREHOLDERS
ON FRIDAY, JUNE 25, 2010

This proxy statement is provided in connection vetholicitation of proxies by the Board of Direct@f U.S. Energy Corp. (“U.S. Energgt
“the Company”)for the annual meeting of shareholders to be haldraday, June 25, 2010, at 10:00 am MDT, and gtadjournments of tt
meeting.

Who Can Vote

If you held any shares of common stock on the kdatte (April 26, 2010), then you will be entitledvote at the meeting. If you held stoc
your own name, you may vote directly by internelephone, mail or in person. If you own stock bieedly but in the record name (street na
of an institution, you may instruct the record teslchow to vote when the record holder contacts gbaut voting and gives you the prt
materials. If you are a beneficial owner and ydshwto attend the meeting and vote in person, contaur broker, as soon as you receive
notice, to obtain a “legal proxy” which you musirigy to the meeting in order to vote in person atrtieeting.

Common Stock Outstanding on the Record Date: 26,7320 Shares
Quorum and Voting Rights

A quorum for the meeting will exist if a majorityf the voting power of the shareholders is preséthe meeting, in person or represente
properly executed proxy delivered to us prior te theeting. Shares of common stock present at detimg that abstain/withhold from voting,
that are the subject of broker non-votes, will berted as present for determining a quorum. A dralonvote occurs when a nominee holc
stock in street name or otherwise for a benefmmher does not vote on a particular matter bectheseominee does not have discretionary vt
power with respect to that item and has not reckigging instructions from the beneficial owner.

The Securities and Exchange Commission approvéduage in the New York Stock Exchange Rule 452, wbimverns discretionary voting
brokers of shares held in street name when beakfiginers have not instructed how such shares ghmilvoted. Because the Rule govern
brokers, the amendment affects @liblic companies that have shares held in stremepaot just companies listed on the NYSE. Whilekbr:
continue to have discretionary authority to voteett name shares on “routine” items (includingfigtion of managemert’ appointment ¢
auditors), the change to Rule 452 eliminates diggrary voting in the election of directorsAccordingly, unlike our previous annual meetings
if your broker does not receive instructions from yu, your broker will not be able to vote your shars in the election of directors

You are entitled to one vote for each share of Esergy Corp. common stock you hold, except thathi election of directors you
cumulate your votes. Cumulative voting generallpwas each holder of shares of common stock to plylthe number of shares owned by
number of directors being elected, and to distebthe resulting number of votes among nominees nyn roportion that the hold
chooses. Nominees in number equal to the sedis fitled, who receive a plurality of votes castll Wwe elected as directors. If you withhold fr
voting, your shares will not be counted for anyedior.
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Each of the other proposals, and any other mattéchaproperly comes before the meeting in accordavith the Bylaws of the Company, v
be approved if the number of votes cast in favaeexrs the number of votes opposed.

Withholdings and broker non-votes will have no effen the election of directorsAs noted above, if you do not give your broke
instructions on how to vote for the director nomines, your shares will not be voted at all on this nter and according will be counted as
broker non-vote . Abstentions as to all other matters which priypenay come before the meeting will be counted atey against tho
matters. Broker nometes as to all other matters will not be countsdrates for or against, and will not be includedtabculating the number
votes necessary for approval of these matters.

How Your Proxy Will Be Voted; Recommendation of theBoard

The Board of Directors is soliciting a proxy in theclosed form to provide you with the opportundywote on all matters scheduled to c
before the meeting (as stated in the Notice of AhMeeting which accompanies this proxy statemavttgther or not you attend in person.

The Board of Directors recommends you vote in fasothe nominees for directors (Mark J. Larsen &tebhen V. Conrad, as stated in
Notice of Annual Meeting), and in favor of ratifgirnmanagement's appointment of the audit firm. €ha&® the purposes of the meeting
provided in the Company’s Bylaws in conformity witiyoming law), and they are also referred to asttens” in this proxy statement. Only t
matters identified in the Notice will be considesdhe meeting and voted upon by the shareholders.

Granting Your Proxy

If you properly complete the appropriate form obxy in accordance with the Notice and Access rwesyr shares will be voted as y
specify. If you make no specifications, your praxiyl be voted in favor of all proposals.

We expect no matters to be presented for actitimeatneeting other than the matters stated in the&lof Annual Meeting accompanying t
proxy statement. However, as permitted by SEC ¥dbed(c), the proxy will confer discretionary authoritjth respect to any other matter that 1
properly come before the meeting. The persons dasgroxies intend to vote in accordance withr lugigment on any matters that may prog
come before the meeting.

Revoking Your Proxy

If you submit a proxy, you may revoke it later abmit a revised proxy at any time before it is @oteYou also may attend the meetiny
person and vote by ballot, which would cancel aroxp you previously submitted.

Proxy Solicitation

We will pay all expenses of soliciting proxies fiis proxy statement provided by the Board of Dtives for the meeting. In addition
solicitations by mail, arrangements have been nmaderokers and nominees to send proxy materialkew principals, and we will reimburse th
for their reasonable expenses. We have not higgdictation firm for the meeting. Our employesewd directors will solicit proxies by telephone
other means, if necessary; these people will nqidie for these services.
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Requirement and Deadlines for Shareholders to SubmProxy Proposals

Generally, we hold the annual meeting on the lasialy in June. Under the rules of the SEC, if arsholder wants us to include persons 1
considered for nomination as directors in our prefgtement for presentation at our Annual Meetih@loareholders to be held in June 2
information about the persons to be considered ipeiseceived by us in writing at least 150 calerdisys in advance of the meeting date, at
Energy Corp., 877 North 8th West, Riverton, Wyom82H01; Attention: Steven R. Youngbauer, Secretémyaddition, the Board of Directc
amended the Company’s Bylaws in March 2009, to atlgvance noticetequirements that apply to all other proposals tisleareholders m.
wish to have included in the Compasyroxy statement, or to be stated in a noticeafspecial meeting of shareholders. Informatioruaiothe
proposals must be provided to the Company at 1@astalendar days before the meeting date. PlesséAslvance Notice Requirements
Proposed Nominees to the Board of Directors, amgCRroposals,” below.

Corporate Governance, Audit Committee, CompensatioilCommittee and Nominating Committee

Meetings of the Board. The Board of Directors, which held formal meetimg®2009, has primary responsibility for directingnagement «
the business. The Board currently consists ofrsevembers and met formally six times during 2088.meetings were attended by the full Bo
of directors serving at the time of the meetingimyr2009, except for Allen S. Winters and H. RulsEehser who did not attend one mee
each. The Board conferred informally on severbépbccasions during the year. From time to tiheedirectors also approve various matter
consent minutes without conducting formal meetitigere were four such proceedings in 2009.

Attendance by Directors at Annual Meetings. Although most of the directors attend annual mestiof shareholders, we do not require !
attendance. All of the directors, except Mr. Eraattended the 2009 annual meeting in persontl@degular meeting of the Board of Direc
following the 2009 annual meeting of shareholders.

Communications from Shareholders to the Board of Dectors. Shareholders may send communications to the Bohiirectors, b
addressing their communications to Keith G. Larggef Executive Officer and Chairman of the Boafdirectors, or Mark J. Larsen, Presid
at 877 North 8th West, Riverton, Wyoming 82501.eTimdependent directors have established a profmssollecting and organizir
communications from shareholders. Pursuant toghisess, Keith Larsen and Mark Larsen will detaemivhich of the communications addi
matters of substance and which should be considsred directors, and will send those communiaagito all the directors for their consideration.

Audit Committee. To provide effective direction and review of fidanatters, the Board has established an Audit Gitieen The Aud
Committee has the responsibility of reviewing dnafcial statements, exercising general oversiftheintegrity and reliability of our accounti
and financial reporting practices, and monitoring éffectiveness of our internal control systeifise Audit Committee also recommends sele:
of auditing and internal audit firms and exercigeseral oversight of the activities of our indepamtdauditors, principal financial and accoun
officer and accounting employees and related nsatt€he Chairman of the Audit Committee is Michael Anderson, a Certified Pub
Accountant. Other members of the Audit Committez Allen S. Winters, H. Russell Fraser and MichdeFeinstein, a nonpracticing Certifie
Public Accountant. All members of the Audit Comiedét are independent directors under criteria d@stedd by Rule 4200(a)(15) adopted by
Financial Industry Regulatory Authority.
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The Board of Directors has determined that MicHdeFeinstein and Michael T. Anderson both are Aitmmittee financial experts
defined in Rule 401(h) of the SEC's regulatioK.SH Stephen V. Conrad is elected a director,Board of Directors will appoint Mr. Conrad to
Audit Committee to fill the vacancy (as Chairmar)em Mr. Anderson ceases service. The Board hasndieed that Mr. Conrad is a financ
expert.

The Audit Committee met five times in 2009. All @mittee members either attend in person or by belee with the exception of Mr. Fra
who was not in attendance during one of the meetifidhis Committee has reviewed our financial stetets for each of the quarters ended M
31, June 30 and September 30, 2009 and for thedvwmedbnths ended December 31, 2009 and discussadvitie management and our indepen
audit firm. After the quarterly and year end megsi, our Audit Committee met in Executive Sessidthwur Independent Audit Firm. T
Committee also discussed with the independent dinditthe various matters required to be discuseeHAS 114 (Codification of Statements
Auditing Standards, AU 380). Based on the foregpithe Audit Committee recommended to the Boardioéctors that the audited financ
statements be included in our Annual Report on Fbo for the twelve months ended December 31, 200% Audit Committee also revie'
and reassesses the adequacy of the Audit Comr@ittager on an annual basis.

Compensation Committee. The Company has a Compensation Committee, whosebererare Allen S. Winters, H. Russell Fraser, Mid
T. Anderson, and Michael H. Feinstein. These memaee independent under criteria established tsdalz Mr. Feinstein serves as the Chail
of the Compensation Committee. This Committee fmiehally on two occasions in 2009, and discussedpensation matters informally seve
times throughout the fiscal year. All Compensat@mmmittee members attended all meetings of theini@ittee during 2009 either in person o
phone. If Mr. Conrad is elected a director at theeting, he will replace Mr. Anderson on the Compéina Committee.

The Compensation Committee reviews and recommendbet Board of Directors compensation packagegsHerofficers of U.S. Ener
Corp. Please see the Compensation Discussion aalggis under “Executive Compensation” below.

Nominating Committee . The Company has a Nominating Committee, whoselees are Allen S. Winters, H. Russell Fraser, lséhr
Anderson and Michael H. Feinstein who are all iredefent directors. Mr. Winters serves as the Clairef the Nominating Committee. 1
Nominating Committee met three times during 2008hwil members attending either in person or bgplebne with the exception of Mr. Fra
who attended two meetings.

Leadership of the Board of Directors, and the Rolef the Board of Directors in Risk Oversight.

Board Leadership

U.S. Energy Corp. traditionally has combined thkegoof Chief Executive Officer and Chairman of tBeard of Directors, and we ¢
continuing this policy with Keith G. Larsen as CB®d Chairman. Mr. Larsen is responsible for sgitire strategic direction for the Company,

sets the agenda for and presides over Board meetiMgrk J. Larsen, also a director and Presidadt @hief Operating Officer, is primar
responsible for execution of strategies and dgilgrations.
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Risk Oversight

The Company faces various risks in its businesduding liquidity and operational risks. We curigndo not encounter credit risk, as
Companys business does not currently involve the guaramtdmancial instruments or obligations of othetsquidity risk is encountered in t
context of balancing contract commitments for alpitnd operational expenses, and could be encaghtethe Company enters into hedg
arrangements. Management will seek full Board eysarprior to hedging production.

General business operations are managed by thet&es; who report to the full Board of Directors meeded on developments in appre
areas. Operations are run in conformity with thaual budget presented by management and appraitbdappropriate modifications as nee
throughout the year, by the full Board. Howevegtenial budget variations (for examples, a propaseglisition or disposition of a significi
property or a entering into a joint venture) arbjeat to prior approval by the full Board, evenhé& category and fund allocation generally had
previously approved by the Board. In these situesti the Chairman will call a meeting of the fulbaBd to discuss specific terms, costs
variables, and associated risks, before committisgCompany. We believe this process provide8tiegd a continuing role in oversight of risk.

Compensation Risk Assessment

The Compensation Committee has determined thatowerall compensation package provides a balancedofiiannual salary and ce
bonuses, and longer-term incentives (through awafrdtock and stock options, and the Compaifiyhding of the ESOP and a 401(k) plan). W
not believe that the package stimulates excesssketaking, but instead encourages behaviors thatribute to creating sustainable value
shareholders. Short term achievement (at a mininpositive cash flow) is motivated by salaries puBerformance Compensation Plan (“PCP”
which provides for cash bonuses, capped at 100Basé salary, based primarily on meeting objectiom@anywide and department goals. In:
context, using positive adjusted cash flow fromrapens as both the trigger for the overall PCR] also as a goal within the PCP matri
appropriate for the capital intensive oil and nakwas industry. Additionally, the PCP allows fiayment in cash of a discretionary Outstan
Performance Compensation Award for extraordinaryise, in a year, unrelated to the PCP matrix. ‘&&ecutive Compensation Performanc
Compensation Plan” below. Longrm incentives are provided through the awardtaéksoptions from time to time, as well as the ktawarc
program (for executives) and Company-wide ESOP4&dk) plan contributions.

The trigger for consideration of bonuses under RI@P is the Company having positive adjusted cash from operations in the pri
year. Once triggered, the PCP allows all employedse considered for cash bonuses in the currest yror executives, 60% of their maxirr
bonus is calculated on Compaleyel performance objectives: Positive adjusteddbmsv from operations 20%, improved stock pricesdxhon th
200 day moving average 20%, return on equity 1@ebimproved earnings per share 10%. The remaud§§ of a potential bonus to executive
tied to the achievement of corporate, departmedtpensonal goals for the year and meeting the dtrugiget. None of these objectives are ful
quantified as to amounts or improvement from pyiears. The matrix for bonuses under the PCP ismymand is established every year by
Compensation Committee and approved by the fulr@o&Directors. Changes are made to the matrixegsled to continue motivating officer
employee performance for the improvement of shddehwalue.
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However, the policy of triggering considerationbafnus awards on attaining positive adjusted cash ftom operations, and also computir
portion of the amounts to be paid on cash flowgagment for accomplishment of short term goals, anduch, might encourage risk taking n
than a trigger based upon profitability. Posithddusted cash flow from operations does not predalization of operating net income in the ye:
bonus payment or thereafter. After payment, thle cbntinues that the Company will not realizeinebme in the current or future years, and t
is an additional risk that payment of the bonusitesl to the cash flow goal reduces operating dafga setting the positive cash flow frc
operations as the trigger for the payment of anyuspthe Company has insured that no bonuses evitldid unless there is operating cash tc
it. Total employee bonuses paid under the PCR1® 2vas $1,317,360 (including $150,000 for extrawng service paid to executives); execut
received $890,683 (including the extraordinary merbonus). Each independent director also redeiveash bonus of $12,000 in 2010, for a
bonus to independent directors of $48,000 for serin 2009.

Although there are risks associated with the pesiéidjusted cash flow from operations principléhae PCP, we believe that this compol
does not encourage inappropriate risk taking. @hésks associated with the PCP are significanffged by the other Companyide bonu
elements within the PCP, and are balanced by tigelsterm incentives which focus on profitabilitydastock price.

Charters for the Audit, Compensation, and Nominatig Committees; Code of Ethics. The charters of the Audit Committee,
Compensation Committee, and the Nominating Comayitieay be viewed at our web site (www.usnrg.comthetab “Investor Relationsthen gt
to “Corporate Governance.The Code of Ethics also may be viewed at that looatlf these documents are amended (or if theeGafdEthic:
should be waived in any respect), the amendmenis {@e occurrence of a waiver of the Code of Ej}hiesll be disclosed on the website
required by the Securities and Exchange CommissBopies of each of these documents are availaitk®w charge to any person who requ
them, by sending a request to U.S. Energy Corn: Steven R. Youngbauer, Secretary, 877 Notthaest, Riverton, Wyoming 82501.

Executive Committee. The Executive Committee members are Mark J. InaiGbairman, Keith G. Larsen, Robert Scott Lorimed Allen S
Winters. This Committee helps implement the Baafr®irectors' overall directives as necessary.sT®ommittee usually does not conduct foi
meetings.

Nominating Committee; Advance Notice Requirementsdr Proposed Nominees to the Board of Directors, an@ther Proposals

Nominating Committee and Nominating Proced#’/hen needed as determined by the Board of Dirgcthe Nominating Committee consic
and recommends to the Board of Directors individuaho may be suitable to be nominated to serveirastdrs. Allen S. Winters, H. Russ
Fraser, Michael T. Anderson, and Michael H. Feinséee the Nominating Committee members; they mdependent under criteria establishe
FINRA. Mr. Winters serves as Chairman of the Naatimgy Committee. This Committee met three time2009, and held other proceeding:s
consent during 2009. If Mr. Conrad is elected aator at the meeting, he will replace Mr. Andersarthe Nominating Committee.

The Nominating Committee has adopted a writtentehaegarding the Company's director and officenimation process; the charter does
require that diversity (whether of background, eiqgrece, gender or other attributes) be considenethé process. The Nominating Commi
approves all nominations to serve on the Boarditddiors, and all proposals to install new exe@utfficers.
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Pursuant to its charter, the Nominating Committexs ladopted a policy for consideration of any doeatandidates recommended
shareholders, and may (or may not) recommend t8¢aed of Directors that candidate(s) be put oanual Meeting election slate and identit
in the Company's proxy statement, if:

» Atleast 150 calendar days before the meeting tle#eshareholder requests in writing that the Natiig Committee consider an individual
for inclusion as a director nominee in the nexixgrstatement for an Annual Meeting. The sharehralagst identify the individual and provit
background information about the individual suffiti for the Committee to evaluate the suggestednemis credentials. Such requests should
be addressed to Keith G. Larsen, Chief Executiice€@fand Chairman of the Board of Directors whdl ferward the requests to the
Nominating Committee.

» The candidate meets certain specific minimum gigalibns: Substantial experience in top or mid-lemanagement (or serving as a
director) of public or private mineral exploratioampanies, with particular emphasis on understanalim evaluating mineral properties for
either financing, exploration and developmentaimtjventuring with industry partners; contactshwitining or oil and gas industry companies
to develop strategic partnerships or investmentis thie Company; and the ability to understand avadyae complex financial statements. A
shareholder-recommended candidate also will hapessess a good business and personal backgrohiuth, tive Nominating Committee will
independently verify. These same categories offgqpaions will be used by the Nominating Commét considering any nhominee candid.
whether recommended by a shareholder, an officemother director.

» The Company is provided with all information refetito a shareholder-recommended candidate thegjisred to be disclosed in
solicitations of proxies for election of directdnsan election contest, or is otherwise requiradtdch case pursuant to Regulation 14A unde
Securities Exchange Act of 1934;

» The Company is informed whether and the extenthizhvany derivative instrument, swap, option, watrahort interest, hedge or profit
interest or other transaction has been enteredintor on behalf of the recommending sharehold¢én®icandidate, with respect to stock of the
Company, and whether any other agreement, arramgemanderstanding (including any short positiomey borrowing or lending of shares
of stock) has been made by or on behalf of suctienar candidate, the effect or intent of any effibregoing being to mitigate loss to, or to
manage risk of stock price changes for, such haldeandidate or to increase or decrease the vptimger or pecuniary or economic interest of
such holder or candidate with respect to stockef@ompany; and

» The Company receives representations from the lsblaker (i) that he, she or it is a holder of recofdtock of the Company entitled to vote
at a meeting of stockholders and intends to apipgagrson or by proxy at the meeting to proposé sumnination; and (i) whether the
shareholder or the beneficial owner, if any, inendis part of a group which intends to solicipes from other stockholders in support of
such nomination (if the Company’s Board of Direstdetermines to identity the candidate in the Camisgproxy statement).

-10-
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These procedures also are mandated by the CompBylgws, as amended in March 2009.

All director candidates recommended by a shareholatea director or officer, will be evaluated ByetNominating Committee (compris
solely of independent directors) in good faith.rdator nominee candidates must be recommendechéoBbard of Directors selection by
Nomination Committee. However, a majority votettoé Board of Directors in favor of a director nomimust also include a majority vote of
independent directors for the Company to includg thdividual's name in an Annual Meeting noticeladentify that individual in the Comparsy’
proxy statement for that Annual Meeting.

For the June 2010 Annual Meeting, the Nominatingn@uttee has not received a request from any shigkehfor consideration of a nomir
candidate.

Advance Notice Requirement for Other Shareholder Poposals

For any other matter to be considered as a propgrope for consideration by the shareholders aramal or special meeting (referrec
below as an “ Additional Purpo$g each of the conditions set forth below must besBatl in order for the Additional Purpose to belued in thi
Company’s notice of the meeting. If the conditiame satisfied, an Additional Purpose would befaeh in either the Company’proxy statemer
or a proxy statement prepared by the shareholdehareholders requesting that the matter be vopees by all shareholders. Pursuant to
Bylaws, only the holder or holders of at least 50%the outstanding shares may demand that the Qompanvene a special meeting
shareholders.

The conditions also must be met in order for aedhalder to make a motion from the floor of a megtim nominate a person for election to
Board, if such person has not been included aseatdr candidate in the Company’s notice of thetinge

At least 90 calendar days before the date for thetimg, the requesting shareholder shall give evwritiotice to the Secretary of the Comp
providing:

€) a brief description of the AdditionalrBose which the shareholder wishes to presehetoneeting;

(b) the reason why the Additional Purpassdught to be presented at the meeting;
() a statement of any material interesciithe requesting shareholder or its beneficiah@ng have in the Additional Purpose;
(d) as to the requesting shareholder gitiregnotice and the beneficial owner, if any, orosd behalf the proposal to nominat

another proposal is made, a statement of (1) tipeesting shareholder’s and such beneficial oveneame and address, (2) the numb
shares of the Company owned of record or bendiiciat the requesting shareholder and such benkfisimer, (3) the name of ec
nominee holder of shares owned beneficially butafiaecord by the requesting shareholder and tineben of shares of stock held by e
such nominee holder, and (4) whether and the extemthich any derivative instrument, swap, optiamrrant, short interest, hedge
profit interest or other transaction has been edtérto by or on behalf of the requesting sharedroldth respect to stock of the Comp
and whether any other agreement, arrangement @rstadding (including any short position or anyrbating or lending of shares
stock) has been made by or on behalf of the reimpgeshareholder, the effect or intent of any offihvre@going being to mitigate loss to, o
manage risk of stock price changes for, such sbétehor to increase or decrease the voting powpeouniary or economic interest of
requesting shareholder with respect to stock ofXbmpany;

-11-
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(e) a description of all agreements, areamgnts or understandings between the requestimgrahider and any other person or per
(including their names) in connection with the prsal of the Additional Purpose;

0] a representation that the shareholger holder of record of stock of the Company exditio vote at such meeting and intenc
appear in person or by proxy at the meeting to ggepsuch business or nomination and a representatiether the shareholder or
beneficial owner, if any, intends or is part ofrayp which intends to solicit proxies from othevctholders in support of such nominati
and

(9) the text of any amendment to the Aeicbf Incorporation of the Company, or the BylaWthe Company, which would be part
the Additional Purpose.

Principal Holders of Voting Securities and Ownershp by Officers and Directors

The following are record holders as of April 10,120vho owned more than five percent of the outstapndommon stock, as well as the si
beneficially held by each director and nominee, aadh officer, and by all officers and directorsaagroup. This information is based on ¢
reports or as otherwise known to us. Beneficiahemship includes the shares underlying presentyotsable options.

Except as noted, each holder exercises sole vatidgdispositive powers over the shares listed agptse holder's name, excluding shi
subject to forfeiture and those held in ESOP actsestablished for the holder's benefit.

The ESOP Trustees, Keith G. Larsen and Mark J.dmarsxercise voting powers over nalflecated ESOP shares and dispositive powers

all ESOP shares. It should be noted that votird) dispositive powers over certain shares are sHayeshe or more of the listed holders; tt
shares are reported for each holder having a sliterést.
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Amount and Nature of Beneficial Ownersl| Total

Name and Addres Voting Rights Dispositive Rights Beneficial Percent
of Benificial Owner Sole Sharec Sole Sharec Ownership  of Class®®
Keith G. Larser @ 1,183,71 466,51 1,098,97 1,109,42 2,293,14 8.4%
Mark J. Larser 3 911,25 - 840,09 642,91 1,554,16 5.7%
Robert Scott Lorime ~ *@) 1,074,96 - 982,09 - 1,074,96 4.0%
Mike Andersor ) 113,08 - 113,08 - 113,08 0.4%
Michael H. Feinsteil ~ *®) 61,15 - 61,15 - 61,15 0.2%
H. Russell Frase ™ 166,36 1,30 166,36 1,30 167,66 0.6%
Allen S. Winters *®) 32,60 - 32,60 - 32,60 0.1%
Steven R. Youngbauer (9) 389,03 356,57 389,03 1.5%
All officers and director:

as a group (nine persor (10) 3,932,17 467,81 3,650,94 1,110,72 5,042,90 17.3%
Sprott Asset Manageme(1) 1,514,09 1,514,09! 1,514,09! 5.7%

@ Percent of class is computed by dividing nbenber of shares beneficially owned plus any optibeld by the reporting person, by
number of shares outstanding plus the shares yimpdptions held by that person.

@ Mr. Keith Larsen exercises sole voting righter 294,335 directly held shares, 84,740 shaskbih an ESOP account established fo
benefit and 804,640 shares underlying options.ektgcises shared voting rights over 466,513 sHeglkekin a Family Trust for which he serve:
Trustee. Mr. Keith Larsen exercises sole dispasitights over 294,335 directly held shares, antl @ shares underlying options. He exer:
shared dispositive rights over 466,513 sharesdrcaipacity as the Trustee of a Family Trust and®&2shares in his capacity as an ESOP Tr
with the other ESOP Trustee.

® Mr. Mark Larsen exercises sole voting righter 172,772 shares held directly, 71,159 shariesiheéhe ESOP account established fol
benefit, and 667,323 shares underlying optioridr. Larsen exercises sole dispositive rights ov&,172 shares held directly and 667,323 sl
underlying his options. He exercises shared diSpesights over 642,913 shares in his capacitp&SOP Trustee with the other ESOP Trustee.

@ Mr. Lorimer exercises sole voting rights 0&&4,958 directly held shares, 92,864 shares metld ESOP account established foi
benefit, and 617,139 shares underlying options.eXégcises sole dispositive rights over 364,958ty held shares, and 617,139 shares unde
options.

®) Mr. Anderson exercises sole voting rightsrd&@87 directly owned shares and 105,000 shargsrlying his options. He exercises
dispositive rights over 8,087 directly owned shaned 105,000 shares underlying his options.
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® Mr. Feinstein exercises sole voting righter6,158 directly held shares and 55,000 sharesriyinnly options. Mr. Feinstein exerci:
sole dispositive rights over 6,158 directly heldrgs and 55,000 shares underlying options.

™ Mr. Fraser exercises sole voting rights dM&B63 directly held shares, 4,000 shares held ilRa for his benefit, 1,000 shares held
street name account for his benefit and 145,008eshanderlying options. He exercises shared vatgtgs over 1,300 shares held directly by
wife. Mr. Fraser exercises sole dispositive righter 16,363 directly held shares, 4,000 IRA shateé800 held in a street name account fo
benefit and 145,000 shares underlying his optidte.exercises shared dispositive powers over 1080 spouse's shares.

® Mr. Winters exercises sole voting rights aotk dispositive rights over 2,600 directly heldrgs and 30,000 shares underlying options.

©® Mr. Youngbauer exercises sole voting rightsrdl06,574 shares held directly, 32,462 sharasihghe ESOP account established fo
benefit and 250,000 shares underlying options.ekiercises sole dispositive rights over the 106,5fFdres directly held and 250,000 sh
underlying his option.

10 The group exercises sole voting rights over,8¥1 directly held shares, 1,000 shares held imt jgnancy, 4,000 shares held in IR
281,225 ESOP shares and 2,674,102 shares undedpiimns. Shared voting rights are exercised dy860 shares held in IRA accounts
spouses and 466,513 shares held in a Family Titet. sole dispositive shares consist of 971,84&ctir held shares, 1,000 shares held in
tenancy, 4,000 shares held in IRAs and 2,674,188shunderlying options. The group exercises ghdigpositive rights over 1,300 shares he
IRA accounts for spouses, and 642,913 shares et iIESOP.

(11)  Based upon the March 19, 2010 NASDAQ Pinpoiarkét Intelligence Weekly Report.
* Director
**  Officer Only

Proposal 1 : Election of Directors
Directors

The directors are divided into three classes, eacisisting of two persons so far as practicabldet@lected until the third succeeding an
meeting and until their successors have been detyesl or appointed and qualified or until dea#isignation or removal. The CompasiBylaw:
limit service of the independent directors to tlee year terms. If recommended by the ChairmaheoBoard and approved by the full Boarc
independent director may serve one additional term.

Directors are subject to a mandatory retirementcdg® years of age. If a director reaches theddg® during his regularly elected term, h
allowed to serve out the term to which he was etbgtrior to turning 70 years of age. Mr. Feinsteas exempted from the mandatory retirer
age for one additional term and he waglested in 2008. He will serve until the annuaktireg in 2011 at which time he will be requiredrétire
from the Board of Directors. No other directorsdaeen given the exemption from mandatory retirgrfrem the Board of Directors.

The nominees for election are Mark J. Larsen, anribent management director standing foelestion, and Stephen V. Conrad, wh

standing for election as an independent directoeptace Michael T. Anderson, whose term has edpiteelected, Mr. Conrad’term would expit
at the 2013 annual meeting.
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Current directors are:

Other Meeting al

Name, age an positions with Director which term

designatior with the Compan Since will expire
Keith G. Larsen (51 CEO and Chairma 1997 2012
Mark J. Larsen (47 President and CO: 2006 2010
Robert Scott Lorimer (5¢ CFO and Treasurt 2008 2011
Allen S. Winters (70 2007 2012
Michael H. Feinstein (74 2004 2011
H. Russell Fraser (6¢ 1996 2011
Michael T. Anderson (5¢ 2003 2010

Executive officers are elected by the Board of Etiwes at the annual directors' meeting, which feticeach Annual Shareholders' Meeting
serve until the officer's successor has been dabted and qualified, or until death, retiremeasignation or removal.

Family Relationships.

Keith G. Larsen, a director, Chief Executive Offied Chairman of the Board, and Mark J. Larsettirector, President and Chief Opera
Officer, are brothers.

Business Experience and Other Directorships of Diors and Officers.

Keith G. Larsen (51) Management Director. Mr. Keith Larsen was ayetl by U.S. Energy Corp. and its affiliates inieas non executi
positions from May of 1982 to November 25, 199Which time he became a director, President andf@perating Officer. On August 23, 2(
he became Chairman of the Board and Chief Execudiffecer. Keith Larsers experience and skills in negotiating complex deations fc
acquiring and developing, and selling mineral prtpe have led the Board of Directors to conclud# he should serve as a director.

Mark J. Larsen (47) Management Director. Mr. Mark Larsen was ayetl by U.S. Energy Corp and its affiliates in was non executi
positions from June 1984 to August 23, 2005 at tvkiime he became President and Chief Operating@ftif the Company. Mr. Larsen becar
director of the Company in October 2006. Mr. Largeaduated from the University of Wyoming with é&8BDegree in Business Management.
Board of Directors has concluded that Mark LarsesKill in seeking opportunities for the Companyatmuire or sell significant properties, an
executing acquisitions and sales, as well as giegt¢o develop value from acquisitions, qualifsnHor service as a director.
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Robert Scott Lorimer (59) Management Director. Mr. Lorimer has been leygdl as the Chief Accounting Officer of U.S. Eneand it:
subsidiaries since 1980, and has served as thé Elhancial Officer and Vice President of Financel dreasurer since 1989. Mr. Lorimer bec
a director of U.S. Energy in 2008. Mr. Lorimer hager 34 years experience in the minerals indugtiyor to 1980, Mr. Lorimer served
Controller for the Gas Hills uranium operations tloe Tennessee Valley Authority. Mr. Lorimer re@sl a B.S. in Finance, Accounting, Econor
and German from Brigham Young University and workadard a Masters in Accountancy at the UniversftiNebraska. Mr. Lorimer is a direc
of, and serves on the Advisory Board of First Istate Bank.

The Board of Directors has concluded that Mr. Leniim extensive experience at the management levelblicpocompany accounting, and
professional training in accountancy, qualify hion $§ervice as a director.

Steven R. Youngbauer(60) General Counsel. Mr. Youngbauer was appoi@ederal Counsel and Secretary in January 2007senved &
Assistant Secretary and Associate General CouodglS. Energy from February 2004. Mr. Youngbauss bver 25 years experience in the |
profession and 30 years in the mining industry.. Msungbauer has served in various capacities diguPresident, Vice President and Ger
Counsel to oil and gas production companies andxA@wal West, Inc. Mr. Youngbauer received a JDastorate Degree from the University
Wyoming Law School and has served as a Wyoming Sahator, Chairman of the Wyoming Environmental®uCouncil and on the Board
Directors of the Wyoming Mining Association.

Allen S. Winters (70) Independent Director. Mr. Winters becameraador on January 23, 2007. Mr. Winters has o@eyehrs of experien
in mining industry including Vice President and =l Manager with Homestake Mining Company. MrnW#is has a B.S. in Mining Engineet
and a M.S. in Geological Engineering. The Boardakctors has concluded that Mr. Winteraanagement experience at mineral compi
qualifies him for service as a director and as aber of the Audit, Compensation and Nominating Catte®s.

Michael H. Feinstein(74) Independent Director. Mr. Feinstein has bdiesctor since September 2004. Mr. Feinsteingsaaluate of Whartc
School, University of Pennsylvania. He becameréfigel public accountant in the state of Coloraddl960. Until February 2009 Mr. Feinst
was a financial and business consultant and thectir of Taxation for an accounting firm in Sco#tke] Arizona which provides accounting and
services to small businesses. He has over 40 géarcounting, auditing, and business experienciding as a partner for Deloitte & Touche
its predecessors. Mr. Feinstein has served ageatai, Chief FinanciaOfficer and Chief Executive Officer for several fioband privat
companies, including Mizel Development.

The Board of Directors believes that Mr. Feinsteiakperience as a director, and executive offfocerpublic and private companies, and
professional training in accountancy, qualify hion $ervice as a director and as a member of thét, ABdmpensation and Nominating Committees.

H. Russell Fraser(69) Independent Director. Mr. Fraser has beemezttr since 1996. He is past president and ttirexf American Capite
Inc., the first "A" rated financial guarantee compan New York, New York. Mr. Fraser was chairmafrthe Board and chief executive officel
Fitch Investors Services, L.P. Fitch Investorsviges, L.P., New York, New York, is a nationwideockt and bond rating and informat
distribution company. From 1981889, Mr. Fraser served as president and chiefutivecofficer of AMBAC, the oldest municipal bonsssuer il
the United States. Before joining AMBAC, Mr. Fraseas senior vice president and director of fixedome research at PaineWebber, Inc.
Fraser holds a B.S. in finance and economics ft@niversity of Arizona.
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In August 2004, Mr. Fraser and his wife, and twmifg companies, filed petitions for reorganizatiemder Chapter 11 of the Bankruptcy Cc
due to the impact of health problems in 2004.

The Board of Directors believes that Mr. Frasezkperience as a director, and executive officeprivate companies in the finance sec
qualify him for service as a director and as a menah the Audit, Compensation and Nominating Cortens.

Stephen V. Conrad (63) Nominee for Independent Director. Mr. Coniiada Certified Public Accountant with more than $&ars o
experience providing tax services to numerous punid privately-held natural resource companiesbétgan his career with Deloitte & Tout
(formerly Haskins & Sells) in 1970 and obtained GBA certificate later that year. Mr. Conredcame a partner in 1980 and was the nation
and gas industry director from 1982 until 198M4is duties included providing due diligence ands#&xcturing advice related to oil and gas mel
and acquisitions. Mr. Conrad joined Arthur Andgrsn 1984 and became the Tax Partner-in-Chardedérsens Denver Office from 1987 un
1999. Mr. Conrad was an active participant in Asders firm-wide tax specialty team on oil and gasation and co-author of the firsOil anc
Gas Federal Income Tax Manual.

Following the demise of Arthur Andersen, Mr. Conkaas a partner with Deloitte & Touche from 2002605, and from 2006 until 2008,
was a partner with the firm Conrad & Henderson LLP.

He has written several articles on natural resourgetin and has been an adjunct professor at theelsify of Denver teaching a course
Natural Resource Taxati¢, and also has been a frequent speaker at the éandpietroleum Institute’s annual tax forum. Mon€dhas served i
expert witness in several income tax related cpwoteedings and has significant experience in IRBute resolution proceedings , andhae
testified before the Treasury Department on nunsepsaposed oil and gas regulations.

Mr. Conrad is a CPA and a ember of the American Institute of Certified Pubficcountants. He is also a past member of the rédt
Society of Certified Public Accountants, tfetroleum Accountants Society, the Denver Estadmrfthg Council, the Independent Petroli
Association of America, IPAMS, the Colorado MiniAgsociation , and the AICPA National Resource Taxn@ittee. Mr. Conradeceived hi
B.S., Accounting from Montana State University.

During the past five years, Mr. Conrad has been-&eneral Partner for three oil and gas drilling feimdth capital expenditures in exces
$50 million. As a General Partner, Mr. Conraddsponsible for raising equity capital and all mamagnt decisions of the funds. These F
generally participate in exploration and produciiwagrams with reputable oil and gas companiesrameoperating industry partner.

The Board of Directors believes that Mr. Congattaining in accountancy, and his experience émntinerals sector both professionally and
businessman, qualify him for service as a direchr. Conrad’s nomination was approved by all theuimbent directors.
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Filing of Reports Under Section 16(a)

We have reviewed reports on Forms 3, 4 and 5 ofeosttip of common stock in the Company which hawenbided with the SEC in 20(
under section 16(a) of the Exchange Act, and writiepresentations from the filing persons. Theszewno late filings during the year en
December 31, 2009.

EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

The Compensation Committee believes that the isteref the executives should be aligned with sh@deh interests, that execut
compensation should be structured to incentivizkraward contributions made to the Company thrabghachievement of performance goals,
otherwise, and that compensation packages be mvaattract and retain experienced executives.

Short term alignment is based upon a salary unaigdayment contracts, and a bonus is available ifmte than 100% of salary) through
Performance Compensation Plan; these componenistaneled to compensate for activity during therythat is reasonably expected to benefi
Company in the future. An additional bonus foragtdinary performance may be awarded, but theme Igmit on the amount of this bonus.

Long term alignment is tied to stock options armtktawards, two broaldased plans for all employees (an ESOP and a 4@igk), and a
agreement to pay cash and benefits if there issagsin control of the Company. Other than compaige health insurance premiums paid by
there are no material perquisites afforded to gez@atives. We do not require the executives to eguity in the Company.

In the first quarter 2010, the Compensation Congaitietermined that the compensation package gbniraonsistent with compensat
arrangements at similarized corporations in the oil and gas and mindratsness, and that our package (including the Fadince Compensati
Plan) is attaining the Committee’s objectives. T@mmittee does not engage in “benchmarkinfany element of compensation paid to
executives in comparison to compensation paid bgratompanies. The full Board has concurred viiehGommittee’s determination.

Payment of each of these components (except thedavfaoptions and stock, which is determined onyytive Compensation Committee
made on authorization of the Board of Directordlofeing the recommendations of the Compensation @itaee each year. Each componel
considered independent of the others; the cumelatalue of all the components is not taken intooant Base salary is paid regardles
companywide performance or payment of cash bonuses, aaddavef options and stock are not related to gsdan cash bonuses. We do not |
any policies regarding the adjustment or claw bafckayments or awards, if after payment or awaedG@ompanyevel performance measures
restated or otherwise adjusted in a manner thatdvoave reduced the size of the payment or awhrdaddition, with respect to annual st
awards under the 2001 Stock Compensation Plare thero management exposure to downside equitpnpeaince, and such exposure for opt
is limited to their being out of the money.

The Committee does not consider the impact uponChimpany of accounting or tax treatments of anynfaf compensation paid to 1
executives. Other than actuarial consultants walp hssess ESOP valuation, professional manageshéné 401(k) plan and the accrual of
executive retirement benefit, the Committee dogsuse outside consultants. The actuarial congsltare not involved in bonus recommendat
or otherwise in connection with executive compeinsassues.
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The Committee is provided information on Compang ardividual and department performance by the etrees. Each year, the Commit
undertakes an analysis of the total compensatiakauge, to determine if any one component shouldesemmended to the full Board
change. With regard to the executives, who havpl@&yment contracts with the Company, the criterian®trics to be attained (and the we
assigned to each) may be changed by the full Béartdthe Performance Compensation Plan itself calbbaa@hanged for any executive without
concurrence. Management does not participate enGbmmittee’s deliberations. Additionally, any npas to compensation for nemecutive
employees related to the executives must be apgioy¢he Compensation Committee.

The summary below shows the compensation componentsn effect.

« Base Salary

The Compensation Committee believes that baseysaagritical in attracting and keeping outstandieigpployees at all levels. B
salaries are determined by the Committee (subjectul Board approval) for executive positions aate based on the scope
responsibilities, seniority, our ability to replaite individual, and other factors. Base salan@s are paid under contracts entered in
2009 — see “Employment Agreements” below.

« Cash Bonuse:

Payment of annual cash bonuses (not more than fOBase salary) is determined by the Compensatiomr@ittee with input fror
executives, in accordance with the Performance @oisgtion Plan. In addition, we traditionally hawdpa cash holiday bonus to
employees, including executives, based on a pexgentf base pay, ranging froml8%. The holiday bonus is paid at the discretit
management, depending on available cash and tlgebfal the next year.

Performance Compensation Plan

Adopted in April 2009, the PCP is weighted to comgate all employees (including executives) for iowement of shareholc
value. Consideration of bonus payments in a ye#iggered if the Company had positive adjusteshdbow from operations in the pr
year; once triggered, the Compensation Committéeriskénes whether performance elements (which asigred a percentage out of
maximum percentage of base salary attainable) aeh&@ved in the prior year. For executives, theimam percentage is 100%; ot
employees’maximums range from 33% to 50%. The table beloomshthe elements applicable to executives. Assaltr®f positive
adjusted cash flow from operations and the accampient of portions of the PCP, an accrual was rfadal employees at December
2009 and the bonus was paid in March 2010. Thep2om executives were paid as follows: Keith G. bar$205,900; Mark J. Lars
$199,500; Robert Scott Lorimer $194,800; and SteRefYoungbauer $140,600, based on the performabjetives as detailed in t
following table:
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% of Annual Base Pa

Eligible Earnec

Performance Elemel Amount Amount
Stock Price® 20% 20%
Return on Equit@ 10% 0%
Earnings per Shai® 10% 0%

Positive Adjusted Cash Flo

from Operation® 20% 20%
Company Budge® 10% 10%
Company Goal® 20% 20%
Personal Goalg) 10% 10%
100% 80%

(1) The stock price element is based upon a 290wbving average, which was $2.58 at Decembe2®18 and $3.39 at
December 31, 2009.

(2)  The return on equity element requires a pas#ddition to retained earnings and/or a reduaatifthe prior year loss. For
2008, the loss per share was $(0.06) comparedotssaer share of $(0.38) for 2009. This finanmalsurement under the PCP was not
met.

) Earnings per sharés the same analysis as that put forward under Zexibove. The measurement was not met during the
year ended year ended December 31, 2009.

4) Positive adjusted cash flow from operatian2009 was $2.5 million, including the accrued tmreompared to a negative
adjusted cash flow from operations of $6,536,000He year ended December 31, 2008. In determimiigsted cash flow from
operations, the cost to operate the Mt. Emmonsntiatment plant, as well as interest income andme taxes paid, are added back for
purposes of the PCP.

(5)  This element requires expenditures for ther ye stay within the Board-approved budget.

(6)  The goals for 2009 were finishing the yeathvdaily production of 700 BOE/D or more; preseimatof a strong cash
position; development of an effective investor tielass department; deployment of cash into investmesith higher returns than U.S.
Treasuries; extracting value from the Remingtoragie multi-family housing complex, realizing netame from rentals by paying off the
mortgage, and using the asset to enlarge the badk ine from $5 million to $10 million; continog work with Thompson Creek Metals
(USA) on advancing the Mt. Emmons molybdenum proj@ed management’s working closely with Standaed® Trust LLC to enhance
Standard Steam’s assets and development of agplaonetize those assets. This goal was accomglisheonsulting with and aiding
management of Standard Steam in its many efforishafave added value.

(7)  Personal goals are set by each executive,rtheewed for accomplishment by the other exeestiv
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In addition to the PCP bonuses, each of Keith Gsém Mark J. Larsen and Robert Scott Lorimer waiel a $50,000 Outstandi
Performance Compensation Award, for their effaitsdnnection with the successful public stock dafigin fourth quarter 2009. Paym
of this award in any year is at the full discretiohthe Board of Directors, and is not limited im@unt to any one executive or
executives as a group.

Corporate Goals for 2010

The Companys goals for 2010 under the PCP are to continueeagiyte development of the North Dakota Bakken lay pvith Brighan
Exploration Company; continue Gulf Coast explomajiwojects with PetroQuest Energy, Inc., Yuma Esgilon and Production Compa
Inc., and Houston Energy L.P.; acquire additionalspect acreage, an oil and gas production comgard/or producing wells; incree
annual revenues to $40 million or more and incredband gas production to 2,000 BOE/D; increasmmmercial banking borrowir
facilities up to $20 million or more through reserand asset based lending; obtain permanent fingfiai the multifamily energy relate
housing complex in Gillette, Wyoming; and contiruerking with Thompson Creek Metals on the Mt. Emsamolybdenum project.

Stock Options

The 2001 Incentive Stock Option Plan (“ISORtpvides that the number of shares available frdace be equal to 25% of the total st
issued and outstanding at June 22, 2007. Thermptce intended to qualify under section 422 ofltiternal Revenue Code. Options
issued at exercise prices equal to market pricgrant dates (or for holders of 10% or more of thestanding stock at the time, 110%
market), and may vest (become exercisable) at waitimes as determined by the Compensation Conevatte approved by the Boarc
Directors. Prior to 2007 most options vested imiatedly. Options issued after 2007 vest over varipariods of time from three to fi
years. Options cannot be exercised in the firstr yadter their grant. All options are exercisafile cash, or by delivery of shares
common stock (valued at market), or a combinatiocash and stock.

Management makes recommendations to the Compemsabmmittee as to the number of options to be aschrid all employes
(including executives) based on performance oreptsj and asset or company acquisitions and digpusi taking into account employ
tenure, time devoted to the project, and the anmimvblved in the transactions. After deliberatitte Compensation Committee aw:i
options with or without modifications to managemsmecommendations. The Committee does not usaraifaiin determining how ma
options (if any) should be awarded on a comparide basis or to any employee (including execujives the number of options whi
should be held at any one time by any employeetio@pmay or may not be awarded in any one year.options were issued during
year ended December 31, 2009.

o Stock Awards
The 2001 Stock Compensation Plan (the "SCP") wijtire at the annual meeting held in 2018 unlestersled by the shareholders. Each
executive officer, currently four individuals, réeoes 5,000 shares of U.S. Energy common stock partey. We pay the taxes which the

recipient owes on account of the issuance. Theestare issued as fully vested, but the sharemtae sold, pledged or otherwise
transferred until retirement, total disability aradh. Awards are not tied to any metric of Compangxecutive performance.
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« Executive Officer Retirement Benefits

A specific retirement plan for executives was apptbby the Board of Directors on October 20, 20B8gibility for benefits under tt
plan include reaching age 60 and having served fainimum of 15 years as a designated executivcebaimg employed by the Comp:
on December 31, 2010.

Benefits include five years of payments equal t&5tf the greater of the average of the individaiddst five years of base pay or the
annual base pay. As a condition to payments, aoutive, if requested by the Board, will providetopl,040 post retirement consult
hours to assist with transition to other executivésa retired executive is asked to provide mitwan 1,040 hours, he will be compens
at commensurate hourly rates. In the case of deattefits will be paid to the executigegstate. Beginning in 2007 the required fun
for current officers was funded through a Rabbistadministered by a third party trustee.

» Executive Severance and Non-compete Agreements

We have individual severance and rammpete agreements for the executive officers (K&t Larsen, Chairman and CEO, Mar
Larsen, President and COO, Robert Scott LorimeQ CHeasurer and V. P. Finance, and Steven R. Mmauwy, Secretary and Gen
Counsel) to ensure they stay focused on currenatipes as well as maintain protection against agtitipn in the event of a change
control of the Company. Each agreement providas iththe executives employment is terminated within three years ahange i
control, or employment is terminated for other thatirement, death or cause, the Company will ljgired to pay (i) an amount equa
three times the average annual compensation oeepribr five years ending before the change in robnii) legal fees and expen:
incurred by such persons as a result of terminafionthe difference between market value (ashaf termination date) of shares issu
on exercise of options, and the options' exerciggp(iv) continued insurance coverage (life, tieainedical, and disability); (v) unpi
bonuses (including a pro rata amount for monthsesfice in the termination year); (vi) two yearsnmincompete compensation ug
$200,000 per year; and (vii) premiums on a $1 onllterm life policy (and total premiums paid wikk beimbursed from death bene
paid).

Compensation Committee Report

The Compensation Committee has reviewed and disduwsih management the Compensation Discussiorhaatysis set forth above. Bas
on such review and discussion, the Committee hesmmnended to the Board of Directors that the Corsgiion Discussion and Analysis
included in this proxy statement.

Michael H. Feinstein, Chairman
Allen S. Winters

H. Russell Fraser

Michael T. Anderson
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Summary Compensation Table

Change in
Pension
Value & Non-
Qualified
Non-Equity Deferred
Name and Stock Option Incentive Compensatic All Other
Position ~ Year Salary Bonus (1) Awards (2 Awards (3 Compensatic  Earnings Compensation (- Total
Keith G.
Larsen, Chairme
and Chief
Executive Office200¢ $240,50( $ 49,10( $ 76,10( $ - 3% - $ - $ 31,10 $ 396,80!
200¢€$240,50( $ 24,10( $ 107,80 $ 105,50( $ - $ - $ 28,00 $ 505,90(
2007 $223,40( $ 731,40( $ 115,30( $ 492,00( $ -3 - $ 552,90( $2,115,00!
Mark J.
Larsen, Presidel
and COC 200¢$231,80( $ 93,20( $ 76,10( $ - $ - $ - $ 31,000 $ 432,10(
200£$229,80( $ 22,80( $ 108,30( $ 105,50( $ - $ - $ 27,900 $ 494,30
2007 $205,30( $ 730,40( $ 115,30( $ 656,00( $ - $ - $ 165,40( $1,872,40
Robert Scott
Lorimer, Chief
Financial Officer
and Treasure 200¢$227,50( $ 445,000 $ 74,600 $ - 3% - $ - $ 31,50 $ 778,60(
200¢ $227,50( $ 417,30 $ 107,00 $ 105,50( $ - $ - $ 28,400 $ 885,70!
2007 $211,40( $ 730,70( $ 115,30( $ 492,00( $ -3 - $ 1,176,401 $2,725,80!
Steven R.
Youngbauer,
General Couns¢200€ $169,00( $ 41,90( $ 76,10( $ - $ - $ - $ 31,50 $ 318,501
200£$169,00( $ 16,90( $ 109,40( $ 105,50( $ - $ - $ 28,400 $ 429,20(
2007 $156,20( $ 418,90( $ - $ 328,00( $ - $ - $ 29,300 $ 932,40(
Tota 200¢$868,80( $ 629,20( $ 302,90( $ - 3% - $ - $ 125,10( $1,926,00!
200¢ $866,80( $ 481,10( $ 432,500 $ 422,00( $ - $ - $ 112,70( $2,315,10!
2007 $796,30( $2,611,401 $ 345,90( $1,968,001 $ -3 - $ 1,924,001 $7,645,60!

(M The Compensation Committee of the Board of Dinectgranted a cash bonus of $25,000 each to the @uyispCEO, CFO and Gene
Counsel and a cash bonus of $70,000 to the Compdrg'sident during 2009. During 2009 all officarsl employees of the Company w
paid a 10% of base compensation holiday bonusadtition the Company paid the second half of theusodiscussed above under ¢
bonuses to its CFO. During 2008 the only bonusés o employees and officers of the company wareial holiday bonuses in the amour
10% of annual base pay. The Company also paidirgtehalf of the bonus discussed above to its CBDring 2007 all employees of U
Energy were paid a transaction performance bonugelisas a 10% holiday bonus. The transactionguerdnce bonuses were paid subsec
to the acceptance of the recommendation of the @asgiion Committee by the Board of Directors. frhasaction performance bonus pai
2007, was in consideration of the extraordinargrefbf the employees of U.S. Energy in selling otanium assets to Uranium Ol
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@ Each eligible officer received 20,000 shares, @0 ghares and 15,000 shares of U.S. Ensrgytmon stock under the 2001 Stock Award
during the years ended December 31, 2009, 2002@0d, respectively. Each grant of shares was raatlee beginning of each quarter
valued at market. U.S. Energy paid all applicables on these shares as the executives have agreexsell, transfer or pledge these sk
until the first of either of their retirement, tbtiisability or death. The amounts do not represesh paid by U.S. Energy to these pers

) The Company grants options to its employees arideoff from time to time. Grants are not schedwalegart of any compensation plan.
above table reflects the value of each grant atithe of grant. Values have been computed usm@ldck Scholes valuation mod

@  Components of Other Compensation consist of tlegcése of norgualified stock options, the release of forfeitakiferes, life insurance, ¢
ESOP and 401(k) contributions. These areas of eosgtion are detailed in the following tak

Exercise
of Release o
Non-
Qualified Forfeitable Life ESOP 401 (K)
Stock
Options Shares Insurance Contributior Contributior Total
@ (b) (©) (d)
Keith G. Larser 200¢ $ - 3 - % 40C $ 26,70 $ 4,00 $ 31,10(
200¢ $ - 8 - % 40C $ 23,60 $ 4,00 $ 28,00(
2007 $ 440,000 $ 83,90( $ 30C $ 2470C $ 4,00C $ 552,90(
Mark J. Larser 200¢ $ - $ - 8 30C $ 26,70 $ 4,000 $ 31,00(
200¢ $ - $ - 8 30C $ 23,60 $ 4,000 $ 27,90(
2007 $ 136,40(0) 3 - 8 30C $ 2470( % 4,000 $ 165,401
Robert Scott Lorime ~ 200¢ $ - 3 - % 80C $ 26,70 $ 4,00 $ 31,50(
200¢ $ - % - % 80C $ 23,60( $ 4,000 $ 28,40(
2007 $ 368,10(0)0 $ 778,80( $ 80C $ 2470( $ 4,00C $1,176,40i
Steven R. Youngbaur  200¢ $ - % - ¢ 80C $ 26,70( % 4,000 $ 31,50(
200¢ $ - % - $ 80C $ 2360( % 4,000 $ 28,40(
2007 $ - $ - 8 60C $ 24,70 $ 4,000 $ 29,30(
Total 200¢ $ - 8 - % 230 $ 106,80 $ 16,00 $ 125,10(
200¢ $ - 3 - % 2,30C $ 94,40 $ 16,00C $ 112,70(
2007 $ 944,500 $ 862,70( $ 2,00 $ 98,80C $ 16,00C $1,924,00i
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@®  During 2007 officers surrendered 83,071 shafesommon stock they owned for the exercise of a3,options pursuant to |
ISOP. The officers recognized compensation frore #pread between the exercise price and the shace pn the date -
exercise. Additionally, on June 22, 2007, the shalders of U.S. Energy authorized the paymentwés on specific noqualified option
which were going to expire. The officers agreetitncsell, pledge or transfer the shares receiveh the exercise of the options on which
taxes were paid. At the time of the merger witlested, the Crested shareholders approved the sasiercise of options by officers i
employees prior to the merger. The Crested shitefsoalso approved the payment of taxes for aiian the exercise of these option
Crested as a result of the officers agreeing tosedlt pledge or transfer the resultant shares.8& Energy they received from the cask
exercised options of Crested. All of the officémsthe above table received 26,293 shares of Urerdy common stock as a result of
cashless exercise of the Crested options withxbeption of Mr. Youngbauer who received 6,574 sharEhe amounts of compensation in
above table do not represent cash paid by U.S ggrierthese officers

(0 On May 2, 2007 the Board of Directors amentihedForfeitable Stock Compensation Plan, subgeshareholder approval, to release
forfeitable shares and pay the taxes due as a &shle release of the forfeitable shares. Treeshhad been issued to individuals in the
1990’s and were forfeitable until retirement, total ditity or death. On June 22, 2007 the shareholdéts.S. Energy approved the releas
the180,060 forfeitable shares and the paymentxestapon the release of the forfeitable sharesKith Larsen received 8,820 shares anc
Lorimer received 75,120 shares as a result ofglease of the forfeitable shares. No other cuméfiters were participants in the Forfeite
Stock Compensation Plan. Mr. Lorimer also receigadadditional 7,500 shares of U.S. Energy comntocksas a result of the release
forfeitable shares of Crested under the same tarmdsapproved by the Crested shareholders, on Neeredth 2007, at the time of the mel
with U.S. Energy. The Forfeitable Stock CompemsaRlan is no longer in effect.

© Each executive officer participates in theOPSwhich was established to annually make coniohatto employee retirement. Dur
2009, 2008 and 2007 all officers received a $26,%23,600 and $24,700, respectively, contributmnheir ESOP account as a result ol
Compensation Committee recommending and the fulir@@approving funding of the 10% of contributiogueged amount for 2009, 2008 ¢
2007 with common stock of the Company. The contmrieof the 10% contribution of wages paid is lieditby ceiling wage amounts
outlined in the Internal Revenue Code. In addittonthe 10% funding the officers received certaimallocated shares from termina
employees pursuant to the terms of the ESOP. @he\of these forfeited shares are included iroffieer compensation.

@ Al executives also participate in the 4018kn and all received a $4,000 contribution du20§8, 2007 and 2006 as matching ft
under the plan for their contributions to the plan.
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Grants of Plan-Based Awards

On the recommendation of the Compensation Committe@008 and 2007 the Board of Directors approstxtk awards under the U
Energy Corp. 2001 Stock Compensation Plan and stptikns under the 2001 ISOP to each of the namedugive officers in 2009, 2008 &
2007.

Exercist
or Base
Estimated Future Payol Extimated Future Payot All Other  All Other Price of
Under Non-Equity Under Equity Incentive  Stock Option  Option
Incentive Plan Award Plan Awards Awards Awards Awards
Name GranThresholiTarget Max Threshol(Targel Max.
and Date
Position
_ (%) ® © (*#) # @ (#) (#) ($/SH)
Keith G. Larsen,
Chairman and
Chief Executive Office
2009 $ -$ $ - 20,00
2008 $ -$ $ - 20,000 75,00 $2.57
2007 $ -$ $ - 15,00 150,00 $4.97
Mark J. Larsen,
President and CO!
2009 $ -$ $ - 20,001
2008 $ -$ $ - 20,001 75,00 $2.5Z
2007 $ -$ $ - 15,00 200,00 $4.9%
Robert Scott Lorimer,
Chief Financial Officer and
Treasure
2009 $ -$ $ - 20,001
2008 $ -$ $ - 20,000 75,00 $2.5Z
2007 $ -$ $ - 15,00 150,00 $4.97
Steven R. Youngbauer
General Counst
2009 $ -$ $ - 20,00
2008 $ -$ $ - 20,00 75,00 $2.52
2007 $ -$ $ - - 100,00 $4.97
Total
2009 $ -$ $ - 80,00
2008 $ -$ $ - 80,00 300,00
2007 $ -$ $ - 45,00 600,00

@ Shares granted under the 2001 Stock Compensaton
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Outstanding Equity Awards at December 31, 2009

Name anc
Position

Keith G. Larser
Chairman/CEC

Mark J. Larser
President/CO(

Robert Scott
Lorimer
CFO/Treasure

Steven R.
Youngbaue

General Counsg

Total

(M Vested as of January 27,

2010

Option Awards Stock Awards
Equity
Incentive
Equity Plan
Equity Incentive  Awards:
Incentive Plan Market or
Plan Awards: payout
Awards: Number of  value of
Number of Market unearned unearned
Number of Number of  Securities Number of  Value of shares, shares,
Securities Securities  Underlying shares of shares of units or units or
Underlying Underlying Unexercise Option stock that stock that  other rights other right:
Unexercise Unexercised Unearned Expiration  have not  have not that have that have
Options Options Options Date vestec vested not vestec not vestec
#) #) #) #) #) $)
Exercisable  Unexercisabl
267,73 - - $ 01/09/11 N/A N/A N/A N/A
100,00( - - $ 12/06/11 N/A N/A N/A N/A
52,55¢ - - $ 12/07/11 N/A N/A N/A N/A
59,35( - - $ 06/30/14 N/A N/A N/A N/A
25,00( 50,00( - $ 09/21/18 N/A N/A N/A N/A
100,00( - - $ 10/13/15 N/A N/A N/A N/A
90,00(M 60,00( -3 07/26/17 N/A N/A N/A N/A
41,24¢ - - $ 01/09/11 N/A N/A N/A N/A
100,00( - - $ 12/06/11 N/A N/A N/A N/A
52,55¢ - - $ 12/07/11 N/A N/A N/A N/A
98,51¢ - - $ 06/30/14 N/A N/A N/A N/A
25,00( 50,00( - $ 09/21/18 N/A N/A N/A N/A
100,00( - - $ 10/13/15 N/A N/A N/A N/A
120,00(® 80,00( - $ 07/26/17
80,23 - - $ 01/09/11 N/A N/A N/A N/A
100,00 - - $ 12/06/11 N/A N/A N/A N/A
52,55¢ - - $ 12/07/11 N/A N/A N/A N/A
59,35( - - $ 06/30/14 N/A N/A N/A N/A
25,00( 50,00( - $ 09/21/18 N/A N/A N/A N/A
100,00( - - $ 10/13/15 N/A N/A N/A N/A
90,00() 60,00( -3 07/26/17 N/A N/A N/A N/A
25,00( - - $ 06/30/14 N/A N/A N/A N/A
25,00( 50,00( - $ 09/21/18 N/A N/A N/A N/A
50,00( - - $ 10/13/15 N/A N/A N/A N/A
60,00(V) 40,00( - $ 07/26/17 N/A N/A N/A N/A
1,899,10: 440,00(
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Option Exercises and Stock Vested

Option Awards Stock Awards
Number of Number of Share Value
Shares Acquired Value Realized Acquired on V Realized on
on Exercise on Exercise esting Vesting
Name and Positio #) $) #) %)
Keith G. Larser 2009 - $ - 20,00 $ 76,10(D
Chairman/CEC 2008 - $ -- 20,00C $ 107,80(®
2007 77,71¢ $ 276,40( 15,00( $ 115,30(®)
Mark J. Larser 2009 - $ -- 20,000 $ 76,10(®)
President/COC( 2008 - $ - 20,00C $ 108,30(®)
2007 70,92t $ 238,40( 15,00( $ 115,30(®
Robert Scott Lorime 2009 - $ -- 20,00C $ 74,60(D)
CFO/Treasure 2008 - $ -- 20,00C $ 107,00(®
2007 65,21¢ $ 230,70( 15,00C $ 115,30(®
Steven R. Youngbau 2009 - % - 20,00 $ 76,10
General Counse 2008 - $ -- 20,000 $ 109,40(1)
2007 - $ - - $ -
Total 2009 - $ -- 80,00( $ 302,90(
2008 - $ - 80,00( $ 432,50(
2007 213,86. $ 745,50( 45,000 $ 345,90(

(@ Value of shares issued under the 2001 Stock CorafiensPlan on date of issue. U.S. Energy paydaalts due on these shares as
executive officer recipient has agreed not to selhsfer or pledge these shares until his retirgnpermanent disability or dea

Nonqualified Deferred Compensation

None of the executives participate in or have antbalances in nogualified defined contribution plans or other dedercompensation pla
maintained by U.S. Energy Corp. The Compensatiomi@ittee may elect to provide these benefits irfti@ere but there are no current plans t
Sso.

Employment Agreements

We have Executive Employment Agreements with owr fexecutive officers, Keith G. Larsen, Mark J. e, Robert Scott Lorimer, &
Steven R. Youngbauer. The terms of the agreenvesits proposed by the executives and negotiateth&b form with the independent direct
comprising the Compensation Committee. The terfmthe Performance Compensation Plan (relating toubes) were not negotiated but v
proposed by the Compensation Committee then apgrbyethe full Board of Directors with the insideratitors obtaining. The Employm:
Agreements are not meant to supersede the Exe@giwverance and Non-Compete Agreements upon a cbéogatrol.
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The agreements provide for three years of employmenewable automatically, unless the Companyxecetive provide written notificatic
90 days before the expiration date of their intamtiot to renew the contract, for one additioned¢hyear term if the executive is still employet
the third anniversary of his agreement. Excepttfar initial base salary amounts, and Mr. Youngbau@r being currently eligible under 1
Executive Officer Retirement Benefits Plan, theysimns of each agreement are identical.

« Base annual salary for 2009 paid to Keith G. Lanses $240,500; $231,800 to Mark J. Larsen; $227t60Robert Scott Lorimer; a
$169,000 to Steven R. Youngbauer. Base compendati®010 will be increased 7% for a cost of liyiimcrease for all executives exc
Mr. Youngbauer who will receive a 4% cost of livimcrease. Annual base compensation in subseq@ams may be changed uj
recommendation of the Compensation Committee aptbapl by the full Board (and concurrence by edbécted executive)

« Each executive will continue to be eligible to papate in the 1989 Employee Stock Ownership Ptha;2001 Incentive Stock Opti
Plan; the 2001 Stock Compensation Plan; and aniji@ual compensation plans adopted by the BoarBioéctors for the benefit of
employees. The benefits of the existing executexerance and naempete agreements with each executive (providingpdyments i
the event of termination in the three years follogva change in control — see “Executive SeverandeNmn-compete Agreementabove
and“Potential Payments Upon Change in Cor” below) are not affected by the Executive Employnfegrieements

« If the executives employment is terminated by the Company withaeuwise, or by the executive for good reason, the @osnill pay hin
a lump sum equal to (i) 300% of the annual basepemsation then in effect (200% in the case of Myuivgbauer, due to his lesser pe
of service with the Company), plus (ii) equity ilh\ested options based on market price of the Gomijs common stock at terminati
date. If employment is terminated following a charin control of the Company, payments will be midthe Executive as required un
the Executive Severance and I-Compete Agreements. (see Executive Severance am-Compete Agreements abo\

« Once the Executive reaches the age of 60 andliesiployed by the Company, the Company will conéimpaying for health insurar
coverage for the Executive and his spouse untilBkecutive is eligible for Medicare coverage. Thading of such premiums will |
taken from a Rabbi Trust account which is fundeauatly for this benefit

« So long as the employment agreement is in effech @xecutive is eligible to receive (following tlileng of the Annual Report on Foi
10K) an annual cash performance award of not mone 0% of base compensation, based upon the PerficenCompensation P
then in effect. While the percentage of 100%lafste to each employee is stated for each comgdnehe Plan, none of the compone
are quantified, and each will be determined at yweat by the Compensation Committee. The extemthich the executives are paid
performance award (up to the 100% ceiling) may Vesgn one individual to another. All other Compasyployees are entitled to eal
performance award in amounts ranging from 33% t86 58f their annual base compensation, dependingheir tanking by ba:s
compensation. The percentage weight assignedctoadhe factors considered in computing the ahaward may be modified each y
by the full Board after recommendations have beaderby the Compensation Committee. See “CompensBiscussion and Analysis”
for information about the PCP currently in effe
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Only if the Company has had adjusted positive dbsi from operations for the prior year will paymeof the performance awards
considered. However, the Board of Directors may gash awards for outstanding performance by enegl®yincluding executives) w
make a significant contribution to the Company, ahhcontribution is not within the performance mawif the Plan. These awards
outstanding performance will be determined by tbhar@ without regard to positive cash flows. Boaosunts are accrued during the»
in which they are earned but are not paid untilsiiesequent year but no later than Aprilid the subsequent year.

Potential Payments upon Change in Control

U.S. Energy Corp. has Executive Severance and Gompete Agreements with Keith G. Larsen, Mark Yska, Robert Scott Lorimer a
Steven R. Youngbauer which combine severance amd&oimpete provisions.

Each agreement provides that if the execusivnployment is terminated within three years afhange in control of the Company,
Company will be required to pay (i) an amount egoathree times the average annual compensationtbeeprior five years ending before
change in control, (ii) legal fees and expensesriec by such persons as a result of terminationtHe difference between market value (as o
termination date) of shares issuable on exercisgptibns, and the options' exercise price; (iv)towed insurance coverage (life, health, mec
and disability; (v) any unpaid bonuses (includingra rata (based on months of service in the yé&rmination) portion of bonuses paid in
calendar year after termination, if he served fdeast six months in the termination year); (wptyears of norcompete compensation ($200,!
per year) and (vii) a $1 million term life policyitiv the premiums to be paid by the Company and pr&miums paid will be reimbursed from ¢
death benefits paid.

A change of control is defined to mean:

« the acquisition by any person or entity of the liiers@ ownership of securities representing 25%rare of the combined voting powet
the then outstanding voting securities, whetharairthat ownership is coupled with or followed Bgation of new directors who make
a majority of the Boarc

« during any two consecutive years, the directoth@beginning of the period cease to be a majofithe Board; or

« as a result of a tender offer, merger, contestedtieh or similar transactions, the directors beftire transaction no longer make
majority of the Board (unless the change in therBegas approved by majority vote of the directagfobe the transaction

If there is a change in control, the executivemployment will be deemed terminated thereaftee iis assigned duties inconsistent with
responsibilities; he is not mected to the same positions; his base salasdisced; or any benefit or compensation elementstaeged adverse
to him.

In addition, during the two years after terminatioihemployment, the executive will not directly imdirectly be involved in the miner:
business in most of the Western United States.

This table shows our potential payment obligationder the severance and nammpete agreements, as if termination took placBerembe

31, 2009. Actual payments could be more or |€gs. the option buyout component, the closing mapkiete of U.S. Energy stock on Decemk
31, 2009 is used. No estimate is made of legal tie&t might be involved and no provision is maatebbnuses.
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Table of Potential Change in Control — TerminationPayments
(as if termination had been December 31, 2009)

Amounts shown as 300% of average compensationasetton the average annual salary from the eféedtite through December 31, 2009.

Value of Value of
Option Value of Health
Exercise Stock Insurance
300% of at Awards at for
Average 12-31-09 12-31-09 Three
Name and Positior Compensatior ) @ Years Total
Keith G. Larsen,
Chief Executive Officer
Effective Date -14-01 $ 647,70 $2,181,200 $ 547,400 $ 61,20( $ 3,437,50
Mark. J. Larsen,
President
Effective Date -14-01 $ 595,000 $1,623,400 $ 547,40( $ 61,20( $ 2,827,00

Robert Scott Lorimer,

Chief Financial Officer & Treasurer
Effective Date -18-92 $ 604,000 $1,492,301 $ 547,40( $ 61,20( $ 2,704,90
Steven Youngbauer,
General Counsel
Effective Date 5-1-07

Total

432,600 $ 542,000 $ 547,40( $ 61,200 $ 1,583,20
2,279,300 $5,838,901 $2,189,601 $ 244,80( $10,552,60

$
$

(1) Equals closing price on December 31, 2009 lessttilee price of issued options times the numbe
exercisable option:

(@ Stock awards pursuant to the 2001 Stock CompemsBtan

Retirement Policy.

U.S. Energy Corp. adopted an executive retiremelitypin 2005 and amended it in 2006 and 2007. &kecutive retirement policy as well
the policy for all U.S. Energy employees sets adatory retirement age of 70, although the BoarDioéctors may request service thereafter.

The executive retirement policy provides retirenteertefits for an eligible officer who has reach@dyéars of age, has served a minimum ¢
years as an executive officer, and remains employeidi December 31, 2010. All conditions of elidjly must be met completely to qualify 1
cash payments under the plan. The officers patigneligible for this benefit, under the plan asemded, are the Keith G. Larsen, Mark J. Le
and Robert Scott Lorimer; none are eligible toreetin 2010. Mr. Lorimer will become eligible forti@ment under the executive retirement pc
in January 2011; Keith Larsen will be eligible fetirement in October 2018; and Mark Larsen wiltdme eligible for retirement in October 2022.

-31-




Table of Content

At retirement, an executive will receive, for fiyears, 50% of the greater of (i) annual base sélaing his final regular pay check to calcu
the annual rate), or (ii) the average annual saldrigh he received over the last five years. Thedfit will be paid monthly (in accordance v
normal biweekly payroll practices) for five years followingtirement from employment. The first six montHsbenefits may be paid in t
seventh month for a ‘specified employee’ (as defimesection 409(a)(2)(B) of the Code) insteadiefvbekly for the first six months. At death,
unpaid installments will be paid to his designeedlasses of preference beneficiaries, if thempoislesignee). The benefits are not assignable
perquisites will be continued or provided. Lifedamedical insurance coverage are not continuedbnUgtirement officers, including M
Youngbauer, are eligible for healthcare insurararettiemselves and their spouse and dependent exilantil the employee reaches Medi
eligibility. Mr. Youngbauer became eligible forethealth insurance benefit only in February 2010.

The retired executive will be available to U.S. Eyyefor up to 1,040 hours per year during the bigpefriod for consulting or other service
Board deems is needed, for which he will not bel paiything. Service in addition to the annual & hours would be compensated on an h
basis at the rate in effect at retirement. Thisement benefit may be extended beyond the bepefibd at the discretion of the Board, at a
which would be negotiated (but not less than titeaimretirement rate).

During 2008, the Board of Directors of U.S. Energyified the recommendation of the Compensation @dtee to fund the Executi
Retirement Plan for the three eligible officersbhi® managed by an independent trustee pursuaneteetfuirements of the trust and exect
retirement plan. Annual amounts are set asidartd the retirement plan and the healthcare inserbroefit and will be paid out per the plan by
trustee to eligible retired officers pursuant te tierms of the plan and employment contracts. follewing table sets forth the status of
Executive Retirement Plan:

Present

Present Value of
Number ol Value of  Accumulater Payments
Years  Accumulate Health during Las
Credited Salary Insurance  Calendar

Name and Positio Plan Yeal Service Benefit(1) Benefit(2) Year

Keith G. Larser 2009 12 $ 375,300 $ 59,50( $ --
Chairman/CEC 2008 11 $ 335000 $ - $ --
2007 10 $ 320,000 $ - $ --
Mark J. Larser 2009 4 $ 302,900 $ 49,60( $ --
President/CO( 2008 3 $ 270500 $ - $ --
2007 2 $ 245,200 $ - $ --
Robert Scott Lorime 2009 18 $ 517,90 $ 86,80( $ --
CFO/Treasure 2008 17 $ 461,000 $ - $ --
2007 16 $ 439,300 $ - $ ==
Steven R. Youngbau 2009 $ - $ 63,50( $ --
General Counsel/Secrete 2008 $ - $ - $ --
2007 $ - % - $ --
Tota 2009 $ 1,196,100 $ 195,90( $ --
Tota 2008 $ 1,066,500 $ - $ =
Tota 2007 $ 1,004,500 $ - $ --

@ The Company utilizes a certified actuary to compgheepresent value of the retirement benefit utideExecutive Retirement Plan ba
upon mortality tables, termination factors, intémases and longevity of each offic:
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(@ The Company utilizes a certified actuary to comphte present value of the health insurance bengfier the Employment Contra
based on mortality tables, termination factorsriest rates and longevity of each offic

Two former executive officers were eligible for lefits under the Plan: John L. Larsen and Dani@war. Mr. Larsen, former Chairman ¢
CEO, qualified under the plan and passed away qie8wer 4, 2006. Mr. Larsen'estate will receive benefits earned under theclike
Retirement Plan through September 4, 2011. D&hi&vilar, former General Counsel and Secretatireceon January 12, 2007. Mr. Svilar \
continue to receive benefits pursuant to the ExeewRetirement Plan through January 12, 2012. Géweefits due to Mr. John L. Larsen and
Daniel P. Svilar are not funded.

Non-Employee Director Compensation Table

Directors who are employees are not paid for serag directors. Noamployee directors receive a combination of cagtmeats ($1,000 p
month, $1,100 per month for the Chairman of the ifadd Compensation Committees, and $500 for aitgnBoard meetings in person), i
reimbursements for any travel expenses incurredtiending the meetings. Amounts paid to thesectirs in 2009, 2008, and 2007 were
follows:

Change in
Pension
Value
Fee Earne and
or Nonqualifiec
Paid in Options  Non-Equity Deferred All Other
Cash Stock Awards Incentive Pla Compensatic Compensatic
@ Awards @ Compensatic  Earnings ® Total
® ® $) ® $) $) ®
Name
Michael J.
Feinsteir
2009 $ 15,70C $ = & = N/A N/A $ 2,50C $ 18,20(
2008 $ 16,00C $ - $  42,20( N/A N/A $ 2,50C $ 60,70(
2007 $ 13,00C $ - $ - N/A N/A $ 43,50 $ 56,50(
Michael Anderso
2009 $ 15,70C $ - $ - N/A N/A $ 2,500 $ 18,20(
2008 $ 16,50C $ - $  42,20( N/A N/A $ 2,50C $ 61,20(
2007 $ 13,50C $ - $ - N/A N/A $ 43,50C $ 57,00(
Allen S. Winters
2009 $ 14,50C $ = & = N/A N/A $ 2,50C $ 17,00(
2008 $ 15,000 $ - $  42,20( N/A N/A $ 2,500 $ 59,70(
2007 $ 19,50C $ - $ - N/A N/A $ 43,50 $ 63,00(
H. Russel Frase
2009 $ 14,000 $ - $ - N/A N/A $ 2,500 $ 16,50(
2008 $ 1550C $ - $  42,20( N/A N/A $ 2,50C $ 60,20(
2007 $ 17,75 $ - $ - N/A N/A $ 43,50( $ 61,25(
Total
2009 $ 59,90( $ = & = N/A N/A $ 10,00 $ 69,90(
2008 $ 63,000 $ - $ 168,80( N/A N/A $ 10,00C $ 241,80(
2007 $ 63,75 % - $ - N/A N/A $ 174,000 $ 237,75(

(M Nonr-employee directors are paid $1,000 per month, $1pE) month for the Chairman of the Audit and Congation Committees, and $¢
per meeting attended in pers:
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@ During 2008 each noemployee director was granted 30,000 stock optadrtee market price on date of grant, $2.52 peresh@he optior
vest over a three year period. The options angedalising the Black Sholes valuation mo

()  During 2009 and 2008 the directors were paid adaglbonus of $2,500 each. During 2007 directariggpated in a cash bonus for the sa
U.S. Energys uranium assets to Uranium One . Each directmived a cash bonus of $40,000 during 2007 . Aadditly, each director wi
paid a $3,500 cash holiday bonus during 2!

Compensation Committee Interlocks and Insider Paritipation

None of the Compensation Committee members hasdreefficer or employee of U.S. Energy, and nonthefmembers had any relations
with the Company which would be required to be ldsed under Item 404 of Regulation S-K.

Certain Relationships and Related Transactions
Family Employment.
Mr. Keith G. Larsen, Chairman and CEO, and Mr. Mark.arsen are brothers. Mr. Richard Larsen, lerotti Keith and Mark Larsen, is 1

chief pilot for the Company and Mr. Reggie Larsson of Richard Larsen, is the Manager of Investnilaitions. Tyler Larsen, son of M
Larsen is a part time employee. The following ¢adts forth the amounts paid to these family mesnbe

Bonus Stock Option
Salary (1) Awards Exercise/Ve: ESOP 401(k)  Other Total
Richard Larsel $144,70C $ 14,50 $ - $ - $ 17,30 $ - $ 30C $176,80(
Reginald Larsel $ 58,90( $ 5,90( $ - $ - $ 7,10C $ 1,80C $ - $ 73,70(
Tyler Larsen $ 4700 $ 50C $ - $ - $ = & = & - $§ 5,200
$208,30( $ 20,90C $ - $ - $24400 $ 1,80 $ 30C $255,70(

(@ Annual holiday bonus paid to all employees.

During the year ended December 31, 2005, U.S. Enadgpted a nepotism policy which was amended ®B720rhe policy provides tt
family members of any employee, which include fatingother, sibling, son, daughter, niece, nephegrandchildren, may not be hired, superv
or terminated by a direct family member. Addititpafamily members are not allowed to participateany discussion relating to the setting
compensation rates for other family members. TdlEywas amended to provide that a direct familgnmber of any employee can only be h
after the Compensation Committee has reviewed pipéication of a direct family member, has satisfies#If that the position is (a) necessary
has been adequately advertised, (c) other appdideate been interviewed by non family managert®Qompany and (d) that the family men
is the most qualified for the position. Furtherjtten approval from the chairman of the Compemsa€ommittee must be received along witl
approved rate of pay before any family membersgfemployees, officers or directors can be empl@aretipaid by the Company.
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Policy of the Audit Committee

From time to time, we have entered into transastiatith certain “related personsg’ category that generally includes executive offi
directors, and beneficial owners of five percentmmre of the common stock; and immediate family fners of these persons and entities in w
one of these persons has a direct or indirect mhtarterest. We refer to these transactions withse related persons aselated part
transactions."The Audit Committee is responsible for the reviewd approval of each related party transaction eknge$120,000, although, a
matter of policy, the Committee reviews and appsoaésuch transactions regardless of the amowntiad.

The Audit Committee considers all relevant factehen determining whether to approve a proposeteejgarty transaction, including
(without limitation):

. the size of the transaction and the amount of denation that might be paid to a related person;
. the nature of the interest of the applicable relgerson; and
« whether the transaction involves the provision@dds or services to us that are available fromfiliaééd third parties.

Implementation of the Policy

In determining whether to approve a proposed rélpgety transaction, the Committee must be readgsalisfied that:

« The transaction likely will benefit, significantlg)l shareholders at large, even though it willyide a benefit to the related parties; and
« Goods or services of comparable quality either oatne obtained from third parties in time to mdet Companys needs, or can

obtained but at significantly higher ca

In appropriate circumstances, the Committee maigtemlitside sources to obtain information aboutgbssibility of using third party vendors’
goods and/or services.

The policy has been followed by the Committee size@4.

Related Party Transactions

There were no related party transactions in 2009.
Proposal 2: Ratification of the Appointmat of Independent Auditors

The Board of Directors seeks shareholder ratificatf the Board's appointment of Hein & AssocidteP, certified public accountants, to
as the auditors of our financial statements forytsa ending December 31, 2010. Hein & Associbtd? has audited our financial statements

the year ended December 31, 2009. The Board hatetermined what action, if any, would be takeoudth the appointment of Hein & Associe
LLP not be ratified at the meeting.
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Principal Accounting Fees and Services

Hein & Associates LLP has been paid for fees ands in 2009 and 2008 as shown below:

Year Ended

December 31

2009 2008
Audit Fees®@ $259,00( $132,00(
Audit-Related Fee -- --
Tax Fees® - -
All Other Fees -- --
Total $259,00( $132,00(

(a) Includes fees for audit of the annual financiatesteents and review of quarterly financial inforroatifiled with the Securities and Excha
Commission ("SEC") and in 2009 fees paid in corinacwith our equity raise during the fourth quartém 2008 the Company also paid
prior auditor, Moss Adams, $16,500 in connectiothviis review of our quarterly financial informatidiled in 2008 with the SEC and «
equity raise in the fourth quarter of 20i

The Audit Committee approves the terms of engageérhefore we engage the audit firm for audit and-aodit services, except as
engagements for services outside the scope ofii@a terms, in which instances the services Haeen provided pursuant to papproval policie
and procedures, established by the Audit Commitidese prexpproval policies and procedures are detailed déiset@ategory of service and
Audit Committee is kept informed of each servicevided. These policies and procedures, and th& penformed pursuant thereto, do not inc
any delegation to management of the Audit Comnigtexsponsibilities under the Securities Exchangeof1934.

The percentage of services provided for Audit-Reldtees, Tax Fees and All Other Fees for 2009 @08 are as follows:

Year Ended
December 31
2009 2008
Audit Fees 100.(% 100.(%
Audit-Related Fee 0.C% 0.C%
Tax Fees 0.C% 0.C%
All Other Fees 0.C% 0.C%
Total 100.(% 100.(%

Relationship with Independent Accountants

Hein & Associates LLP has audited the Companyaniaial statements for the twelve months ended Dbeefil, 2009. A representative \
be present at the meeting in person or by teleptmnespond to appropriate questions, and will toeided the opportunity to make a stateme
the meeting. There have been no disagreementebetthe Company and Hein & Associates LLP concgraity matter of accounting princip
or practices, financial statement disclosure, dalittng scope or procedure, which were not resotedthe satisfaction of that firm.
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Report of the Audit Committee

Note: Notwithstanding anything to the contrary othise set forth in any of the Compasyfilings under the Securities act of 1933 or
Securities Exchange Act of 1923, that might incaxother filings (including this proxy statemewijh the Securities and Exchange Commis
the following Report of the Audit Committee shall ne deemed to be incorporated by reference inyoather such filings.

Management is responsible for the preparation®fQbmpanys financial statements, and the reporting pro@ssyell as maintaining effecti
internal control over financial reporting and as#gg the effectiveness of the controls. Hein & @@ates LLP is responsible for auditing the an
financial statements and expressing an opinionoasttether they are presented fairly, in all matemspects, in conformity with account
principles generally accepted in the United StafE#se Audit Committee is responsible for, amongeotthings, reviewing and selecting
independent registered public accounting firm, @ewng our annual and interim financial statemeats preapproving all engagement letters
fees for audit services.

In performing its oversight functions in connectiwith the Companys financial statements as of and for the year eBdm@mber 31, 2009, t
Audit Committee has

» Reviewed and discussed the audited financiaémstamts with management and Hein & Associates LhEluding the quality of tr
accounting principles, and the reasonablenesgoffisiant judgments made in the preparation offih@ncial statements;

. Discussed with Hein & Associates LLP those mattequired to be discussed by the Statement ontiAgdtandards No. 114, of the
Auditing Standards Board of the American Institote€Certified Public Accountants;

. Received written disclosures from Hein & Asscesalt LP regarding their independence as requiretidoyCAOB; and
. Reviewed and approved the services provided by Bé\ssociates LLP.

Based upon the foregoing reports and discussiomssabject to the limitations on the roles and eesjbilities of the Audit Committee refer
to in its charter, the Audit Committee recommentiethe Board of directors, and the Board of Dirextoas approved, that the Compangudite:
financial statements be included in the Companyisual Report on Form 1R-for the year ended December 31, 2009, as filgt thie Securitie
and Exchange Commission on March 12, 2010. ThatAlmmmittee recommended that the Board of Directpprove the Committeeselectio
of Hein & Associates LLP as the independent reggst@ublic accounting firm for 2009. See Propdsab above.

Copies of Our Form 10-K
Promptly upon receiving a request from any shaddrolithout charge we will send to the requesteoy of our Annual Report on Form 10-
K for the twelve months ended December 31, 200%h wkhibits, as filed with the Securities and Exu Commission. Please address

request to Steven R. Youngbauer, Secretary, atEh8rgy Corp., 877 North 8th West, Riverton, Wyom82501. You also may call or fax I
Youngbauer at T 307.856.9271, F 307.857.3050.
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Important Notice Regarding the Availabliity of Proxy Matérials for the Annual Meeting:
The Natice and Prory Statemant and Annual Repart are avallable at v, prosyvote com.
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LL5. ENERGY CORR

This proxy is solicited by the Board of Directors
for the Annual Meeting of Sharshalders
to be held June 25, 2010 10:00 AM, MOT

Thiee stmrimholceris) Meretey appointls) ik | Larsen) and (Bobsrt Scott Loremen), or it of tham. as proges, sach with the
posor to appoint (hisfhor) substitute, and bereby suthorizoes thee to represent and to vote, 55 designated on the teverse side of this
badlot, all of the shares of {CommonPrefermd) stock of LS. ENERGY CORR that the shareholdoeis) wlare anfithd to vola at the
Armnal mesting of shameholder (s to be held ot 10:00 AM, MDT on B/2552070. ol the Company's Offices at 877 Norti 8th We,
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