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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
FORM 10-Q

Quarterly report pursuant to section 13 or 15(cthefSecurities Exchange Act of 18
For the quarter ended March 31, 201(

O Transition report pursuant to section 13 or 15¢dhe Securities Exchange Act of 19
For the transition period from to

Commission File Number: 0-6814

[Missing Graphic Reference]

U.S. ENERGY CORP.

(Exact name of registrant as specified in its @t

Wyoming 83-0205516
(State or other jurisdiction ¢ (I.LR.S. Employe
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Registrant's telephone number, including area code: (307) 85¢-9271

Not Applicable
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Indicate by check mark whether the registrant @9 filed all reports required to be filed by Sewtit8 or 15(d) of the Securities Exchange A«
1934 during the preceding 12 months (or for suarteh period that the Company was required todiileh reports), and (2) has been subject to stioly
requirements for the past 90 days.
YES NOoO

Indicate by check mark whether the registrant hémrstted electronically and posted on its corpok&feb site, if any, every Interactive Data |
required to be submitted and posted pursuant 0406 of Regulations $8232.405 of this chapter) during the precedi@grionths (or for such shor
period that the registrant was required to subnt gost such files).

YES O NoQO




Indicate by check mark whether the registrant iarge accelerated filer, an accelerated filer, a-accelerated filer, or a smaller repor
company. See definitions of “large accelerategt fil“accelerated filer” and ‘smaller reporting cpamy” in Rule 12b-2 of the Exchange Act.

Large accelerated filer O  Accelerated filer O Non-accelerated filer (Do not check if a smaller reporting company)Seraleporting
companyd

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the BExgje Act).
YES O NO
Indicate the number of shares outstanding of e&tiedssuer's classes of common stock, as ofdtiestl practicable date.
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PART I. FINANCIAL INFORMATION

ITEM 1. FEinancial Statements

U.S. ENERGY CORP.
CONDENSED BALANCE SHEETS

ASSETS
(Unaudited)
(In thousands
March 31, December 31
2010 2009
CURRENT ASSETS
Cash and cash equivalel $ 19,35( $ 33,40:
Marketable securitie
Held to maturity- treasurie: 25,48( 22,05¢
Available for sale securitie 85t 1,17¢
Accounts receivabl
Trade 4,24¢ 3,882
Reimbursable project cos 2 2
Income taxe: 352 35Z
Other current assets 1,10¢ 1,22z
Total current asse 51,39: 62,10(
INVESTMENT 3,921 2,95¢
PROPERTIES AND EQUIPMENT
Oil and gas properties under full cost method, 33,31 26,00:
Undeveloped mining claim 21,96¢ 21,96¢
Commercial real estate, r 22,98t 23,20(
Property, plant and equipment, net 9,30¢ 9,301
Net properties and equipme 87,57« 80,47:
OTHER ASSETS 1,21z 1,19:¢
Total assets $ 144,10: $ 146,72:

The accompanying notes are an integral part obtegtement:
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U.S. ENERGY CORP.
CONDENSED BALANCE SHEETS

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:
Accounts payabl
Accrued compensatic
Current portion of lon-term debt
Other current liabilities

Total current liabilities
LONG-TERM DEBT, net of current portio
DEFERRED TAX LIABILITY
ASSET RETIREMENT OBLIGATIONS
OTHER ACCRUED LIABILITIES

SHAREHOLDERS' EQUITY

Common stock, $.01 par value; unlimited sh:
authorized; 26,502,658 and 26,418,
shares issued, respectivi

Additional paic-in capital

Accumulated surplu

Unrealized gain on marketable securities
Total shareholders' equity

Total liabilities and shareholders' equity

(Unaudited)
(In thousands, except shar

The accompanying notes are an integral part obtegtement:
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March 31, December 31
2010 2009

$ 2,058 $ 6,50(

784 1,74¢

20C 20C

217 224

3,252 8,672

60C 60C

8,15¢ 7,34°¢

22¢ 211

79¢ 762

26& 264

119,60¢ 118,99¢

11,01: 9,48¢

17¢ 38¢€

131,06 129,13:

$ 144,10: $ 146,72:




OPERATING REVENUES
Qil and gas
Real estate

OPERATING COSTS AND EXPENSE:!
Oil and gas
Impairment of oil and gas properti
Real estat
Water treatment plat
Mineral holding cost:
General and administrative

OPERATING INCOME (LOSS
OTHER INCOME AND (EXPENSES)
Gain on sales of asse
Equity gain/(loss) fron
unconsolidated investme
Miscellaneous incom
Interest incom:e
Interest expense

INCOME (LOSS) BEFORE
INCOME TAXES

INCOME TAXES:
Current (provision for) benefit fror
Deferred (provision for) benefit from

NET INCOME (LOSS)

NET INCOME (LOSS) PER SHAR
Basic

Diluted

Weighted average shares outstanc
Basic

Diluted

U.S. ENERGY CORP.
CONDENSED STATEMENTS OF OPERATIONS
(Unaudited)

(In thousands, except shares and per share

The accompanying notes are an integral part obtbeements
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Three months ended March ¢

2010 2009
$ 6,82, $ 674
63¢ 734

7,46% 1,40¢

2,50( 812

- 1,06:

552 512

34¢ 447

57 -

2,66¢ 2,00¢

6,127 4,83¢
1,33¢ (3,42)

11€ 5
962 (91)

1 5

59 87
17) (38)
1,121 (32)
2,457 (3,459)

- 677

(930) 43t

(930) 1,11
$ 1,527 $ (2,347)
$ 0.06 $ (0.11)
$ 0.05 $ (0.11)
26,487,16 21,654,51
27,785,57 21,654,51




U.S. ENERGY CORP.
CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited)

(In thousands
Three months ended March {

2010 2009

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss $ 1527 $ (2,347
Adjustments to reconcile net income (lo
to net cash provided by (used in) operati

Depreciation, depletion and amortizat 2,63¢ 1,08¢
Accretion of discount on treasury investm (22 (94)
Impairment of oil and gas properti - 1,06:
Equity (gain)/loss from unconsolidated investm (963) 91
Deferred income taxe 93C (43%)
Gain on sale of asse (115) (5)
Noncash compensatic 37¢ 387
Noncash service 15 19
Net changes in assets and liabilities (1,3672) (999
NET CASH PROVIDED BY
(USED IN) OPERATING ACTIVITIES 3,02( (1,226
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition and development of oil and gas progs $ (13,809 $ (1,149
Net (investment in) redemption of treasury investta (3,399 9,47¢
Development of real esta - (90)
Minining property option paymel - 1,00(
Acquisition of property and equipme (189) (66)
Proceeds from sale of property and equipn 11¢ 5
Net change in restricted investments (20) 5,29¢
NET CASH (USED IN) PROVIDEL
BY INVESTING ACTIVITIES (17,297 14,47:

The accompanying notes are an integral part obtbeements

-7-




U.S. ENERGY CORP.
CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited)

CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of common sto
Repayments of del
Stock buyback program

NET CASH PROVIDED BY (USED IN
FINANCING ACTIVITIES

NET DECREASE IN CASH AND CASH EQUIVALENT:!
CASH AND CASH EQUIVALENTS
AT BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS
AT END OF PERIOD

SUPPLEMENTAL DISCLOSURES
Interest paid

NON-CASH INVESTING AND FINANCING ACTIVITIES:
Unrealized gain

Acquisiton and development of oil and ¢
properties through accounts payable

Acquisiton and development of oil and ¢
through asset retirement obligation

The accompanying notes are an integral part obtegtement:
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(In thousands
Three months ended March {

2010 2009
21¢ -

- (17,88%)

- (1,009)

21¢ (18,69¢)
(14,057 (5,449)
33,40: 8,431
19,35( 2,08¢
5 19

62 454
1,26¢ -
13 -




U.S. ENERGY CORP.

Notes to Condensed Financial Statements (Unaudited)

1) Basis of Presentation

The accompanying unaudited condensed financiarstts for the periods ended March 31, 2010 anat, 2009 have been prepared by U.S.
Energy Corp. (“USE” or the “Company”) in accordaneih generally accepted accounting principles (“8R) in the United States of America. The
Condensed Balance Sheet at December 31, 2009 wasdlffom audited financial statements. In thénam of the Company, the accompanying
condensed financial statements contain all adjustsngonsisting of only normal recurring adjustnsg@mecessary to present fairly the financial positf
the Company for the reported periods. Entitieglich the Company holds at least 20% ownershim evhich there are other indicators of significant
influence are generally accounted for by the eguigthod, whereby the Company records its propaatmshare of the entities’ results of
operations. Certain information and footnote disares normally included in financial statemeneppred in accordance with GAAP have been
condensed or omitted. The unaudited condenseddialastatements should be read in conjunction thighCompany's December 31, 2009 Annual Report
on Form 10-K. Subsequent events have been evdlt@ténancial reporting purposes through the dstthe filing of this Form 10-Q. See Note 10.

2)  Summary of Significant Accounting Policies

For detailed descriptions of the Company’s sigaificaccounting policies, please see FornK10r the year ended December 31, 2009 (Note B §
84 to 92).

We follow accounting standards set by the Finan&@dounting Standards Board, commonly referredsdhe “FASB.” The FASB sets genera
accepted accounting principles (GAAP) that we folto ensure we consistently report our financialdition, results of operations, and cash flows.

The FASB recognized the complexity of its standsetting process and embarked on a revised proees30i that culminated in the release on
1, 2009, of theFASB Accounting Standards Codificatidhsometimes referred to as the Codification or AS@e Codification does not change how
Company accounts for its transactions or the nattirelated disclosures made. However, when refgrtd guidance issued by the FASB, the Com
refers to topics in the ASC. The above change wadeneffective by the FASB for periods ending oafter September 15, 2009.

Use of Estimates

The preparation of financial statements in conftynwith generally accepted accounting principlesttie United States of America requ
management to make estimates and assumptiondfénttthe reported amounts of assets and liakslitiiisclosure of contingent assets and liabiliiethe
date of the financial statements and the reponeduats of revenues and expenses during the reggsiniod. Significant estimates include oil and
reserves used for depletion and impairment conaiders and the cost of future asset retiremengahbiins. Due to inherent uncertainties, incluctime
future prices of oil and gas, these estimates cohidthge in the near term and such changes coutthterial.




U.S. ENERGY CORP.

Notes to Condensed Financial Statements (Unaudited)
(Continued)

Oil and Gas Properties

The Company follows the full cost method in accaumtfor its oil and gas properties. Under the fudist method, all costs associated with
acquisition, exploration and development of oil @ad properties are capitalized and accumulataccuntrywide cost center. This includes any inte
costs that are directly related to developmentexploration activities, but does not include angtsaelated to production, general corporate o\aettte
similar activities. Proceeds received from disposae credited against accumulated cost exceph Wieesale represents a significant disposal @frves
in which case a gain or loss is recognized. Time efinet capitalized costs and estimated futureelb@ment and dismantlement costs for each cosel
is depleted on the equivalent unitmduction method, based on proved oil and gasvese Excluded from amounts subject to depletimn cost
associated with unevaluated properties.

Under the full cost method, net capitalized costslimited to the lower of unamortized cost redubgdhe related net deferred tax liability and &
retirement obligations or the cost center ceilifigne cost center ceiling is defined as the sum)odgtimated future net revenue, discounted at p@s
annum, from proved reserves, based on unescalatedge prices per barrel of oil and per MMbtu ofunal gas at the first day of each month in the 12-
month period prior to the end of the reporting pérand costs, adjusted for contract provisiongraial derivatives that hedge the Companyil and ga
revenue and asset retirement obligations, (ii)cbst of properties not being amortized, and (iig tower of cost or market value of unproved prape
included in the cost being amortized, less (iviome tax effects related to differences betweenbtiwk and tax basis of the natural gas and cruc
properties. If the net book value reduced by tHated net deferred income tax liability and ass¢irement obligations exceeds the cost centemng
limitation, a non-cash impairment charge is reqlirethe period in which the impairment occurs. Mdrch 31, 2010, the book value of the Company’
oil and gas properties did not exceed the cosecemiling.

Revenue Recognition

The Company records natural gas and oil revenueruthg sales method of accounting. Under the sakibod, the Company recognizes reve
based on the amount of natural gas or oil soldutglmsers, which may differ from the amounts tocktthe Company is entitled based on its intere
the properties. Natural gas balancing obligatianefavarch 31, 2010 were not significant.

Revenues from real estate operations are repont@dgooss revenue basis and are recorded at theh@rservice is provided.

Recent Accounting Pronouncements

As of March 31, 2010, there have been no recemuatrg pronouncements currently relevant to then@any in addition to those discussed on p
90 to 92 of our Annual Report on Form KOfor the year ended December 31, 2009. The Cognpantinues to review current outstanding states

from the Financial Accounting Standards Board (“BASand does not believe that any of those statemeifithave a material effect on the financ
statements of the Company when adopted.
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U.S. ENERGY CORP.

Notes to Condensed Financial Statements (Unaudited)
(Continued)

3) Properties and Equipment

Land, buildings, improvements, machinery and eqeiphare carried at cost. Depreciation of buildjniggprovements, machinery and equipme
provided principally by the straight-line methodeoestimated useful lives ranging from 3 to 45 gear

Components of Property and Equipment as of Mar¢t2810 and December 31, 2009 are as follows:

(In thousands

December
March 31, 31,
2010 2009

Oil and Gas propertie

Unevaluatec $ 427: $ 3,99¢

Well in progres: 4,44¢ 1,367

Evaluated 30,79 24,59t

39,51¢ 29,95t

Less accumulated depreciati

depletion and amortization (6,20¢) (3,959
Net book value 33,31 26,00:
Mining properties 21,96¢ 21,96¢
Commercial real esta 24,62 24.,60(
Less Accumulated depreciati

depletion and mortization (1,637) (1,400
Net book value 22,98¢ 23,20(
Building, land and equipme 14,11z 14,19¢
Less accumulated depreciati

depletion and amortization (4,807%) (4,89%)
Net book value 9,30¢ 9,301

Totals $ 87,57¢ $ 80,47:

Oil and Gas Exploration Activities

The Company participates in oil and gas projects asneperating working interest owner and has activeeagents with several oil and

exploration and production companies. Our workimtgrest varies by project, but typically rangesnirapproximately 5% to 65%. These projects
result in numerous wells being drilled over thetribree to five years.

-11-




U.S. ENERGY CORP.

Notes to Condensed Financial Statements (Unaudited)
(Continued)

Williston Basin, North Dakota

During the first quarter of 2010, the Company cceted 3 gross wells (1.02 net) with net costs toGbempany of $4.6 million. One additional gr
well (0.44 net) was being drilled at March 31, 2@tith net costs to the Company of $1.1 million.isThrings the total wells drilled through March
2010 under the Drilling Participation AgreementiwBrigham Oil & Gas, L.P. (“Brigham”) a Delawareniited partnership whollpwned by Brighar
Exploration Company (a Delaware corporation), tgréss completed and producing wells (3.99 net) amel gross well (0.44 net) in progress.
remaining 5 gross initial wells under the DrilliRgrticipation Agreement will be drilled during thalance of 2010.

As a result of participating in all 15 wells, them@pany will earn the rights to drill an additiorill wells in the Bakken formation and potentially
additional 30 wells in the Three Forks formatiom fototal of 60 wells if the state of North Dakathows two wells per formation in each spac
unit. Brigham operates all of the wells. If theasing is ultimately increased to three wells p@8Q acre spacing unit, the potential number dfimli
locations could increase to 90. The drilling ofleavell typically takes 30 days while the complatigpically takes 21-28 days.

U.S. Gulf Coast

In February 2010, the Company spud a well (0.042, tlee ALMI #1, targeting a gas prospect locatedsouth central Louisiana. Drilling was
progress at March 31, 2010, with net costs to the@any of $303,000. See Note 10, Subsequent Events

In February 2010, the Company spud a well (0.1, tle¢ Main Pass 74 #A9, targeting an oil and gas prospect located 18snaiffshore of sou
east Louisiana. The operator experienced down diiffieulties during the drilling of this well anthe Company recorded additional costs of $967,8
excess of the original drilling budget during thestfquarter of 2010. Drilling was in progressMarch 31, 2010, with net costs to the Company ofl
million. See Note 10, Subsequent Events.

In March 2010, the Company drilled a productive l\@l048 net), the Weyerhaeuser 18 #1, targetiggsaprospect in Louisiana. The net capita
cost to the Company through March 31, 2010 is $8%,0

The Company is also actively pursuing the poterdfahcquiring additional exploration, developmentpooduction stage oil and gas propertie
companies. To further this effort, the Company éagaged an investment banker to assist in findimgluating and if necessary, financing the poad
acquisition of such assets.

Full cost pool capitalized costs are amortized dkierlife of production of proven properties. Qalized costs at March 31, 2010 and Decembe
2009 which were not included in the amortized quxil were $8.7 and $5.4 million, respectively. 3@eosts consist of wells in progress, seismics
that are being analyzed for potential drilling lboas and land costs all related to unproved pitigeer No capitalized costs related to unprovegerte:
are included in the amortization base at March2®10 and December 31, 2009. It is anticipatedttiege costs will be added to the full cost amatitr
pool in the next two years as properties are et@tljarilled or abandoned.
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U.S. ENERGY CORP.

Notes to Condensed Financial Statements (Unaudited)
(Continued)

Ceiling Test Analysis The Company performs a quarterly ceiling test facheof its oil and gas cost centers, which in 2@4€re was only one. T
ceiling test incorporates assumptions regardinginmi and discount rates over which management lbamffuence in the determination of pres
value. In arriving at the ceiling test for the gea ended March 31, 2010, the Company used $®%6dbarrel for oil and $3.983 per MMbtu for nat
gas (and adjusted for property specific gravityaldy, local markets and distance from marketscaoonpute the future cash flows of the Company’
producing property. The discount factor used wag$.1

At March 31, 2010, the ceiling was in excess of tie¢ capitalized costs as adjusted for relatedrosfeincome taxes and no impairment
required. Furthermore, as of March 31, 2010, thvezee no unproved properties that were consideydabtimpaired and reclassified to properties k
amortized. Management will continue to review utsproved properties based on market conditions ahdr changes and if appropriate, unpre
property amounts may be reclassified to the anaxtizase of properties within the full cost pooluring the quarter ended March 31, 2009, the Conr
recorded a $1.1 million impairment.

Wells in Progress Wells in progress represent the costs associatdd wells that have not reached total depth or bamnpleted as of peri
end. They are classified as wells in progressveitttheld from the depletion calculation and thelingitest. The costs for these wells are thensfiemec
to evaluated property when the wells reach totatllend are cased and the costs become subjeeptetidn and the ceiling test calculation in fu
periods.

Mineral Properties

The Company capitalizes all costs incidental to dequisition of mineral properties. Mineral expglton costs are expensed as incurred. \
exploration work indicates that a mineral propezéan be economically developed as a result of ashabd proved and probable reserves, costs fc
development of the mineral property as well asteapiurchases and capital construction are capételand amortized using units of production ove
estimated recoverable proved and probable reseBasts and expenses related to general corporathead are expensed as incurred. All capita
costs are charged to operations if the Companyesutently determines that the property is not ecacandue to permanent decreases in market pric
commodities, excessive production costs or deplaifcthe mineral resource.

Mineral properties at March 31, 2010 and Decemlder2B09 reflect capitalized costs associated with@ompanys Mount Emmons molybdent
property near Crested Butte, Colorado. The Comasyentered into an agreement with Thompson Qvieslills Company USA (“TCM”"}o develop thi
property. TCM may earn up to a 75% interest inghgect for the investment of $400 million. Ther@anys carrying balance in the Mount Emm
property at March 31, 2010 and December 31, 20@8 fellows:

(In thousands
Costs associated with Mount Emmc
at December 31, 20( $ 21,96¢
Development costs during the qual
ended March 31, 2010 --

Costs at March 31, 2010 $ 21,96¢
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U.S. ENERGY CORP.

Notes to Condensed Financial Statements (Unaudited)
(Continued)

Real Estate

The Company evaluates its lotiged assets, which consist of commercial realtesfar impairment when events or changes in cistamces indica
that the related carrying amount may not be re@iler Impairment calculations are generally basecharket appraisals. If estimated future cashl
on an undiscounted basis, are less than the cgrafnount of the related asset, an asset impairiseconsidered to exist. Changes in signifi
assumptions underlying future cash flow estimatay hrave a material effect on the Company's findmpaiaition and results of operations. The Com
does not obtain appraisals on an ongoing basithéoproperty. The Company however did obtain gurapal in 2009. Rental property conditions |
not changed significantly in the area of the Conypaproperty. At March 31, 2010 and December 3192@tanagement determined that no impairi
existed on the Company’s lotiged asset as the 2009 appraised value exceedetrgction and carrying value and rental rates meetastrong and cos
within projected limits.

4)  Asset Retirement Obligations

The Company accounts for its asset retirement atitigs under FASB ASC 410-20A5set Retirement Obligations The Company records the |
value of the reclamation liability on its inactimeining properties and its operating oil and gagprties as of the date that the liability is ineakr The
Company reviews the liability each quarter and hetees if a change in estimate is required as askccretes the discounted liability on a quartealy:
for the future liability. Final determinations amade during the fourth quarter of each year. Toenpany deducts any actual funds expende
reclamation during the quarter in which it occurs.

The following is a reconciliation of the total lidity for asset retirement obligations:

(In thousands

December
March 31, 31,
2010 2009

Beginning asset retirement obligati $ 211 $ 144
Accretion of discoun 4 12
Liabilities incurred 13 55
Ending asset retirement obligation $ 22¢ $ 211
Mining properties $ 131 $ 12¢
Oil and gas wells 97 83
Ending asset retirement obligation $ 22¢ $ 211
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U.S. ENERGY CORP.

Notes to Condensed Financial Statements (Unaudited)
(Continued)

5)  Fair Value

The Company adopted Financial Accounting Stand@dard Accounting Standards Codification Topic 82Baif Value Measurements ¢
Disclosures” FASB ASC 820) on January 1, 2008, as it relateintncial assets and liabilities. The Company a€dd-ASB ASC 820 on January
20009, as it relates to nonfinancial assets anditiab. FASB ASC 820 establishes a fair valuer&iehy that prioritizes the inputs the Company &asur
fair value. The three levels of the fair value hiehy defined by FASB ASC 820 are as follows:

« Level 1 — Unadjusted quoted prices is availabladtive markets for identical assets or liabilities.

« Level 2 — Pricing inputs, other than quoted priaéthin Level 1, which are either directly or inditéy observable.

« Level 3 — Pricing inputs that are unobservable &gy the Company of valuation methodologies thesuft in managemerst'bes
estimate of fair value

The Companys assessment of the significance of a particufautito the fair value measurement requires judgrardtmay affect the valuation of
nonfinancial assets and liabilities and their phaest in the fair value hierarchy levels. The faafue of the Compang’asset retirement obligations
other accrued liabilities are determined usingalisted cash flow methodologies based on inputsatteahot readily available in public markets. Taie
value of the asset retirement obligations and ctleerued liabilities are reflected on the balarwes as detailed below.

(In thousands
Fair Value Measurements at Marct
31, 2010 Using

Quoted

Prices in

Active

Markets Significant

for Other Significant
Identical Observable Unobservable
March 31, Assets Inputs Inputs

(Level
Description 2010 1) (Level 2) (Level 3)
Other accrued liabilities $ 79¢ - - $ 79¢
Total $ 79¢ $ -9 - $ 79¢

Fair Value Measurements ai
December 31, 2009 Using

Quoted
Prices in
Active
Markets Significant
for Other Significant
Decembel Identical Observable Unobservable
31, Assets  Inputs Inputs
(Level
Description 2009 1) (Level 2) (Level 3)
Other accrued liabilities $ 762 - - $ 762
Total $ 762 $ -9 - $ 762

See Note 4 for a roll forward of the asset retiretobligation. Other accrued liabilities is th@dpterm portion of the Compars/executive retireme
program.
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U.S. ENERGY CORP.

Notes to Condensed Financial Statements (Unaudited)
(Continued)

As of March 31, 2010, the Company held $26.3 millaf investments in government securities and makie securities. The fair value of
investments is reflected on the balance sheettadetébelow.
(In thousands

Fair Value Measurements at Marct
31, 2010 Using

Quoted
Prices in
Active
Markets Significant
for Other Significant
Identical Observable Unobservable
March 31, Assets Inputs Inputs
(Level
Description 2010 1) (Level 2) (Level 3)
Held to maturity- treasuries $ 25,48( % 25,48( $ - $ =
Available for sale securities 85E 85E -- --
Total $ 26,33 $ 26,33 $ - $ --
Fair Value Measurements ai
December 31, 2009 Using
Quoted
Prices in
Active
Markets Significant
for Other Significant
Decembel Identical Observable Unobservable
31, Assets  Inputs Inputs
(Level
Description 2009 1) (Level 2) (Level 3)
Held to maturity- treasuries $ 22,05¢ $ 22,05¢ $ - $ =
Available for sale securities 1,17¢ 1,17¢ -- --
Total $ 23,237 $ 23237 % - $ --
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U.S. ENERGY CORP.

Notes to Condensed Financial Statements (Unaudited)
(Continued)

The following table summarizes, by major secuntpe, the fair value and any unrealized gain ofGloenpanys investments. The unrealized gai
recorded on the consolidated balance sheet as @ihgrehensive income, a component of shareholdgrsty.

(In thousands
March 31, 2010

Less Than 12 12 Months or
Months Greater Total

Unrealized Unrealized Unrealized
Description of Fair Fair Fair
Securities Value Gain Value Gain Value Gain
Held to maturity -
treasuries $25,48( $ - $ - $ -- $25,48( $ -
Available for sale
securities 85E 27¢ -- -- 85E 27¢
Total $26,33¢ $ 27¢ $ - $ -- $26,33¢ $ 27¢
December 31, 2009

Less Than 12 12 Months or
Months Greater Total

Unrealized Unrealized Unrealized
Description of Fair Fair Fair
Securities Value Gain Value Gain Value Gain
Held to maturity -
treasuries $22,05¢ $ - $ - $ -- $22,05¢ $ -
Available for sale
securities 1,17¢ 602 -- - 1,17¢ 602
Total $2323° % 60z $ - $ -- $23,237 $ 602

The Company’s other financial instruments includstcand cash equivalents, accounts receivableyaiscpayable, other current liabilities and long-
term debt. The carrying amount of cash and caslivelgnts, accounts receivable, accounts payaldeo#imer current liabilities approximate fair ve
because of their immediate or short-term maturitielse carrying value of the Company’s lotegm debt approximates its fair market value sinteres
rates have remained generally unchanged from seuiee of the lonterm debt. The following is the estimated fairueblnd carrying value of our otl
financial instruments at each of these dates:

(In thousands
March 31, 2010 December 31, 2009

Carry Fair Carry Fair
Description Amount Value Amount Value
Long-term deb! $ 80C $ 80C $ 80C $ 80C
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U.S. ENERGY CORP.

Notes to Condensed Financial Statements (Unaudited)
(Continued)

6) Long-term debt

At March 31, 2010, long term debt consists of delrnted to the purchase of land which bears amesteate of 6% per annum. The debt is di
four equal annual payments of $200,000, plus accinterest, beginning on January 2, 2011:

(In thousands

December
March 31, 31,
2010 2009
Debt:
Long-term Debi
Real estate no- collateralized by
property, interest at 6¢ $ 80C $ 80C
Less current portion (200) (200)
Totals $ 60C $ 60C

7)  Shareholders’ Equity

Common Stock

During the three months ended March 31, 2010, mgany issued 83,945 shares of common stock. Theses consist of (a) 20,000 shares is
to officers of the Company pursuant to the 200kiS©ompensation Plan; (b) 43,912 shares issuedresudt of warrants being exercised and (c) 2C
shares as a result of the exercise of options tpl@rees of the Company.

The following table details the changes in commimelsduring the three months ended March 31, 2010:

(Amounts in thousands, except for sha

Additional

Common Stocl Paic-In

Shares Amount Capital
Balance December 31, 20 26,418,71 $ 264 $ 118,99t
2001 stock compensation pl 20,00( - 124
Exercise of employee stock optic 20,03: - 49
Exercise of stock warran 43,91 1 16¢
Expense of employee options vest - - 258
Stock options issued to outside direct - - 14
Expense of company warrants issued -- -- 1
Balance March 31, 2010 26,502,65 $ 265 $ 119,60t
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U.S. ENERGY CORP.

Notes to Condensed Financial Statements (Unaudited)
(Continued)

Stock Option Plans

The Board of Directors adopted, and the sharehsldpproved, the U.S. Energy Corp. 2001 IncentiwelSOption Plan (the "2001 ISOP") for
benefit of USE's employees. The 2001 ISOP resdimessuance shares of the Company’s common stockal to 25% of the Comparsyshares «
common stock issued and outstanding at any tinfe 2D01 ISOP has a term of 10 years.

During the three months ended March 31, 2010, thenany recognized $252,000 in compensation expeglaged to employee options. 1
Company will recognize an additional $1.7 milliam éxpense over the remaining weighted averageofifthe outstanding options of 1.9 years.
Company computes the fair values of its optionsigeh using the Black-Scholes pricing model.

Warrants to Others

From time to time the Company issues stock purchaseants to noremployees for services. During the three montheeéndarch 31, 2010, tl
Company recorded $15,000 in expense for warrastged to third parties. The Company will recograreadditional $90,000 in expense over the il
the outstanding warrants.

The following table represents the activity in eoygle stock options and n@mployee stock purchase warrants for the three mscetided Marc
31, 2010:

March 31, 201(

Employee Stock Stock Purchase
Options Warrants
Weighted Weighted
Average Average
Exercise Exercise
Options Price Warrants Price
Outstanding at beginnir
Outstanding balance at December 31,
2009 3,711,11. $ 3.64 581,36 $ 2.91
Granted - $ - - $ -
Forfeited - $ - - $ -
Expired - $ - - $ -
Exercised (20,239 $ 25z (4391) $ 3.8€
Outstanding at March 31, 2010 3,690,88. $ 3.64 537,45' $ 2.8¢
Exercisable at March 31, 2010 2,895,881 $ 3.5¢ 450,78¢ $ 2.8¢
Weighted Average Remaining Contract
Life - Years 5.31 3.7
Aggregate intrinsic value of options / warrants
outstanding $8,556,00! $1,683,00I
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U.S. ENERGY CORP.

Notes to Condensed Financial Statements (Unaudited)
(Continued)
8) Income Taxes

The Company uses the asset and liability methaatobunting for deferred income taxes. Deferredasssets and liabilities are determined base
the temporary differences between the financidkstant and tax basis of assets and liabilitiesfelDed tax assets or liabilities at the end of eaefioc
are determined using the tax rate in effect attiha.

The total future deferred income tax liability isnaplicated for any energy company to estimate dymit to the londived nature of depleting oil a
gas reserves and variables such as product prigerdingly, the liability is subject to continuagcalculation, revision of the numerous estir
required, and may change significantly in the exarguch things as major acquisitions, divestitupgsduct price changes, changes in reserve estd
changes in reserve lives, and changes in tax oates laws.

The Internal Revenue Service has audited the Coyppand subsidiaries tax returns through the yealed May 31, 2000. The Compasyhcomi
tax liabilities are settled through fiscal 2000.

9)  Segment Information

As of March 31, 2010, the Company had three reptatsegments: Oil and Gas, Real Estate Operat@onsMaintenance of Mineral Properties.

-20-




U.S. ENERGY CORP.

Notes to Condensed Financial Statements (Unaudited)
(Continued)

A summary of results of operations and total adsgtsegment follows:

(In thousands
For the three montt
ended March 31

2010 2009

Revenues

Qil and gas $ 6,82¢ $ 674

Real estate 63¢ 734
Total revenues 7,46° 1,40¢
Operating expense

Oil and gas $ 2,50C $ 81z

Impairment of oil and gas properti -- 1,06:

Real estat 553 512

Mineral properties 40€ 443
Total operating expense 3,45¢ 2,83(
Interest expens

Oil and gas $ - § =

Real estat -- 19

Mineral properties 12 --
Total interest expense: 12 19
Operating income/(los¢

Oil and gas $ 4,32¢ $ (1,207

Real estat 86 203

Mineral properties (41¢€) (447)

Operating income/(loss) 3,992 (1,447

Other revenues and expenses: (1,535 (2,01¢)
Income/(loss) befor

income taxes $ 2,457 $ (3,459
Depreciation expens

Oil and gas $ 2,258 $ 717

Real estat 265 232

Mineral propertie: 18 15

Corporate 96 12¢
Total depreciation expense $ 2,63¢ $ 1,08¢
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U.S. ENERGY CORP.

Notes to Condensed Financial Statements (Unaudited)

(Continued)
(In thousands
December
March 31, 31,
2010 2009

Assets by segme
Qil and Gas propertie $ 37,52: $ 30,01¢
Real estat: 23,25( 23,45(
Mineral propertie: 21,99¢ 21,99¢
Corporate assets 61,33 71,25¢
Total assets $ 144,10 $ 146,72

10)  Subsequent Events
Subsequent events have been evaluated for finalegiatting purposes through the date of the fibifighis Form 10-Q.

On April 5, 2010, the Company received a distribntfrom Standard Steam Trust in the amount of #illion. This distribution is the Compary’
share of proceeds from the sale of one of StanBtwam Trust's geothermal prospects.

On April 6, 2010, the Company entered into a pgrditon agreement for two prospects in Galvestomr®g Texas for an initial payment
$176,600. The Company will participate as a 13.3B%P/10% ACP working interest owner. Ultimatelygveral wells could be drilled on the
prospects. The first well is scheduled to sputh@nthird quarter of 2010.

On April 6, 2010 the Company has entered into aeergent to participate on a 13.33% BCP/10%ACPén&bMI #8 Well (Chauvin). On April 2:
2010, the Company increased its participation @geto 53.33% BCP/50% ACP. The well is schedutedpud in the second quarter of 2010.
Company'’s projected share of the drilling cost$2s4 million.

On April 18, 2010, the Company received notice fritte operator of the Main Pass 74 #8-well, that the well was not successful and wdad
plugged and abandoned. The Company’s net cobtsmeell through March 31, 2010 is $3.1 millionhéfCompanys estimated share of the abandonti
cost for this well is $210,000.

On April 18, 2010, the Company received notice fritia operator of the ALMI #1 well, that the well svaot successful and would be plugged
abandoned. The Company’s net cost in this wetiugh March 31, 2010 is $303,000. The Comparmstimated share of the abandonment cost fc
well is $21,000.

On April 22, 2010, the Company entered into a pgudition agreement on multiple prospects in Gaibesnty, Texas for an initial payment of si
and land costs of $308,500. The Company will pgodite as a 13.33% BCP/10% ACP working interestewnJltimately, several wells could be dril
on these prospects. The first well is schedulesptal in the second quarter of 2010.
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ITEM 2. Management's Discussion and Analysis ofiRancial Condition and Results of Operations

The following is Management's Discussion and Analg$ significant factors that have affected then@any's liquidity, capital resources and results
of operations during the three months ended Maict2810 and 2009. The following also updates mfation as to our financial condition provided in
our 2009 Annual Report on Form 10-K. Statementhénfollowing discussion maybe forward-looking dandolve risk and uncertainty. The following
discussion should also be read in conjunction withcondensed financial statements and notes theret

General Overview

The Company is involved in the exploration for aleyelopment of oil and gas, minerals and geotheemetgy as well as real estate operations.
Company’s primary objective in the short to nédm is to develop and acquire oil and gas produgroperties as well as advance its geothe
properties through development, joint venture de.sd@he longterm goal of the Company is to participate in tlewelopment of the Mount Emmc
molybdenum property in Colorado. The Company alsas a multifamily housing complex as well as vasi@ther real estate properties which pra
cash flows to fund operations. The Company’s prngoal is to improve shareholder value by develgdongterm recurring revenues, cash flows
net income.

FASB Codification Discussion

We follow accounting standards set by the Finan&aounting Standards Board, commonly referredstdhe “FASB.” The FASB sets genera
accepted accounting principles (GAAP) that we f@llo ensure we consistently report our financialditon, results of operations, and cash flows.

The FASB recognized the complexity of its standsetting process and embarked on a revised proeeX304 that culminated in the release on
1, 2009, of the=ASB Accounting Standards Codificatidhsometimes referred to as the Codification or AS@Ge Codification does not change how
Company accounts for its transactions or the nat@irelated disclosures made. However, when refgrid guidance issued by the FASB, the Com
refers to topics in the ASC. The above change wadeneffective by the FASB for periods ending oafter September 15, 2009.

Liquidity and Capital Resources

At March 31, 2010, the Company had $19.3 millioncash and cash equivalents and $25.5 million in. Or8asuries with longer than @@y
maturities from date of purchase for a total of $4aillion or $1.69 per outstanding common shafee Companys working capital (current assets mi
current liabilities) was $48.1 million. As discessbelow in Capital Resources and Capital Requingsnéhe Company projects that its capital resaua
March 31, 2010 will be sufficient to fund its optioas and capital projects through the balance0df02 To fund projected oil and gas explorationdme
the end of calendar 2010, it is anticipated that@wmpany will need to obtain additional capithe Company is currently considering its alterres
including financing of its real estate propertyGillette, Wyoming, reserve based lending and ifessary an additional equity raise. Additionallye
Company has in place a line of credit with a comuiagrbank in the amount of $10.0 million and isiesly seeking a senior, secured revolving ci
facility.
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The principal recurring trend which affects the Qamy is variable prices for commodities produciioten our mineral properties, although the ex
and grade of discovered minerals can mitigate gragte the impact of price swings. As commodigepgerience lower values in the market place,
typically less expensive to acquire properties laold them until prices raise to levels which eitabow the properties to be sold or placed intodpictior
through joint venture partners, or by the Compamyits own account. Availability of explorationiing equipment and crews fluctuates with the ned
prices for oil and natural gas. When prices avetltere is typically less exploration activity atm cost of drilling is typically reduced. Conwvelss whet
prices are high there is typically more exploratamtivity and the cost of drilling typically increes.

Cash flows during the three months ended March 32010:
« Operations provided $3.0 million, Investing Actiei# consumed $17.3 million and Financing Activitpesvided $219,000 for a net decret
$14.1 million during the three months ended MarthZ910. During the three months ended Marct28Q9, Operations consumed $1.2
Investing Activities provided $14.5 million and Rincing activities consumed $18.7 millic
« For a discussion on cash provided by Operatioraspleefer to Results of Operations below.
Investing Activities
« Investing activities consumed cash through the iagn and development of oil and gas propert#3.8 million, net investment
treasury investments, $3.4 million, acquisitiorpodperty and equipment, $189,000, and $20,000ficlmnge in restricted investme
« Cash was provided by investing activities as alt@uhe Company’s sale of a commercial officegedy, $118,000.

Financing Activities

« The Company received $219,000 for the issuancehafes related to the exercise of employee optiowsvearrants to third par
consultants

Following is a discussion regarding the Companyapi@l Resources and Capital Requirements duriegbtlance of 2010. For longernge
projections of the Company’s capital resourcesraqdirements, please refer to the Company’s AnReglort on Form 1@ for the year ended Decem
31, 20009.

Capital Resources
Sources of capital during the balance of 2010 apeeted to consist of (1) the sale of oil and gesdpction from the Company’existing an
anticipated oil and gas operations, (2) cash o h@) receipts of cash for the rental of real esfoperties, (4) long-term financing of the Comga

multifamily housing complex, and (5) a line of ditein the amount of $10.0 million. Additionallyhe Company intends to pursue establishment
reserve-based credit facility this year.
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Oil and Gas Production

At March 31, 2010, the Company had twelve producirglls. During the first quarter of 2010, the Camnp received on average $2.3 million
month from these producing wells with average ojegeacost of $82,000 per month, before non casHetiep expense, for average cash flows of
million per month from oil and gas production. T@empany anticipates that cash flows from oil and gperations will increase through the balan
2010 as the remaining wells being drilled with Bidgn Oil & Gas, L.P. (“Brigham”) a Delaware limitgghrtnership whollyawned by Brighat
Exploration Company (a Delaware corporation), begiproduce. Decreases in the price of oil andinahigas and declines in production rates how
could decrease these monthly cash flow amounts.

The decline of production of the Bakken wells ane backin provision granted Brigham after pay back ofldrg costs will decrease the amoun
cash flow the Company receives from the oil producin the Bakken wells. The Company will contirteesearch for additional drilling opportunities
replace these oil reserves and cash flows.

The ultimate amount of cash that will be deriveairirthe production of oil and gas will be determirmdthe price of oil and gas, the amoun
production and production costs. The ultimate difeoroducing wells will likewise be impacted by rket prices and costs of production. The Com
plans on continuing in the oil and gas exploratosiness and may also acquire existing oil andgaerties.

Cash on Hand

At March 31, 2010, the Company had $19.3 milliorcésh and cash equivalents and $25.5 million in Ur8asuries. The Company has investe
cash in interest bearing accounts, with the majanivested in U.S. Government Treasuries. Durlmggast two years, this investment policy has et
the preservation of principal and yielded a return.

Real Estate

The Company’s multfamily complex in Gillette, Wyoming had an occupgnmate of 83% at March 31, 2010, up from 80% at édeleer 31
2009. Revenues are approximately $200,000 perhmamd net cash flow from this property is approxeha$118,000 per month. The Company
continue to focus on tenant retention and contfaverhead costs in an effort to minimize the intpzEfcthe downturn in the overall housing rental ked
in Gillette.

Although the property is pledged as collateraltfie Companys $10 million line of credit, there is no debt agsithe property. The Company r
seek long term financing on the property during@@d further its oil and gas exploration and depelent projects.

Commercial Bank
During January 2010, the Company entered into a0%t@lion line of credit with a commercial banko borrowings have been made under this
of credit as of the date of this report. The lofecredit has a variable interest rate which ig tie a national market rate with a minimum interasé o

5.5%. The line of credit is available until Janu&1, 2011 at which time it may be renewed dependin the financial strength and needs ol
Company. The credit line is secured by the Comisamyltifamily housing project and a corporate eaft
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Capital Requirements

The direct capital requirements of the Companyrduthe balance of 2010 are the funding of theidgliand completion of six to seven additic
wells with Brigham in the Williston Basin, additiahoil and gas exploration and development projeatsjuisition of prospective oil and gas prope
and/or existing production, operating and capitghiovement costs of the water treatment planh@Mount Emmons molybdenum project, operatio
Remington Village, possible additional funding e@foghermal operations and general and administratiges.
Oil and Gas Exploration and Development

Bakken— Williston Basin, North Dakota

Under its agreement with Brigham, the Company immitted to drill and complete an additional six kseh the Williston Basin during 2010. T
Company has budgeted $13.2 million for these di#i The actual amount expended on the six wéllsvary from the budgeted amount as a resu
larger or smaller ownership interests of Brigha@ther factors which can cause actual to vary frardgeted amounts are drilling conditions, probl
encountered on site and weather. The wells toritieddin 2010 will be approximately 10,000 feetdepth with 10,000 foot laterals to be completeth
28 to 32 frac stages. Projected 8/8ths cost fon e&the remaining wells is $7,000,000.

The Company’s portion of operating costs and exgefar these wells is projected to be approximabélyl million for the balance of 2010.

By electing to participate in all of the initial U available to us, we have earned the rightsrilbup to 15 additional wells in the Bakken forriai
and an additional 30 wells in the Three Forks fdioma for a total of 60 wells, if the state of NefDakota allows two wells per formation in eachcipg
unit. If the spacing is ultimately increased toeth wells per 1,280 acre spacing unit, the potemtienber of drilling locations could increase
90. Working interests earned will vary accordingBrigham’s initial working interest, aftgrayout provisions and the provisions governing estaiye c
the program. At our current and projected drilliages, we expect that it will take four to six et drill all of the wells in these units.

Gulf Coast

The Company has committed to spend $2.4 milliodrinhole costs plus an additional $1.1 million wmpletion costs for a 53.33%BCP/50%4A
working interest in an additional well with Petro€3t Energy, Inc. (“PetroQuest) the Gulf coast area. Drilling is anticipatedoe completed during t
second quarter of 2010. Weather and down holelgmub can cause wells in this area to cost more #mitipated. The Company has drilled
successful gas well and three dry holes with Pates) The Company may elect to participate intaadil wells with PetroQuest during 2010.

The Company has committed to spend $1.5 milliodrtth up to five inland oil and gas wells with Hdos Energy L.P. (“Houston Energyii the
Permian Basin in 2010. These wells have a lowsk of weather challenges due to the fact that #reyinland. Drilling of these wells is expecte:
commence during the second quarter of 2010.

The Company plans on spending $1.5 million to dollr additional wells and maintain leases as w&sltomplete interpretation of seismic data
Yuma Exploration Company, Inc. (“Yuma”) in 2010.
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Other

The Company has a remaining budget of $180,00€htomaintenance of leases during the balance di 28Iwvell as $15.0 million for the acquisit
of either prospective oil and gas properties ostixg production.

Mount Emmons Molybdenum Prope

Under the terms of its agreement with Thompson KCidetals Company USA (“TCM”)the Company is responsible for all costs associafitiu
operating the water treatment plant at the Mountmems molybdenum property. Operating costs durlmg thalance of 2010 are projected tc
approximately $1.3 million. Included in the opémgtcosts, the Company participates on a 50 -basis with TCM to fund holding costs associatitti &
parcel of jointly purchased real estate in Coloratid other nominal project related maintenance sewlrity costs at the mine site. Additionally,
Company projects capital improvement expenditure$105 million at the water treatment plant whiate &xpected to improve its efficiency. Acl
future costs could be different from those estimatade above.

Real Estate

Cash operating expenses at Remington Village ajeged to be $1.1 million for the balance of 20Ithhe Company does not anticipate any n
capital expenditures on the property.

Geothermal Energy Projects

The Company had an investment of $3.0 million geathermal company, Standard Steam Trust, LLC, T"p8s of December 31, 2009 represer
an ownership interest of 23.8%. This investmerd imareased by an equity gain of $963,000 in tre §uarter of 2010, leaving a net investment aid¥
31, 2010 of $3.9 million. As a result of not fundia cash call in the first quarter of 2010, thenPanys ownership interest of SST was reduced
23.8% to 22.8%. SST plans on continuing its termjuee gradient drilling and the acquisition of diudlial prospective geothermal properties du
2010. The Company has not budgeted any capitalress for further investment in SST during 2010rhay elect to participate in cash calls during
year. The Company is not obligated to fund cadls ead will suffer further dilution if it electsat to fund.

Reclamation Cosi

At March 31, 2010, there were no reclamation prtsjen the Company’s mineral or oil and gas propsttiat would require the expenditure of cash
reserves during the balance of 2010.

Results of Operations

Three Months Ended March 31, 2010 compared to 2009

The Company recorded net income after taxes of #illfon, or $0.06 per share basic and $0.05 ddufer the quarter ended March 31, 201
compared to a net loss after taxes of $2.3 millar$0.11 per share basic and diluted, during trertgr ended March 31, 2009.
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The Company recognized $7.5 million in revenuesnduthe quarter ended March 31, 2010 as comparedvienues of $1.4 million during sa
period in the prior year. Tabular representatiorthef increases in revenues as well as the incamss)(from operations for the quarters ended Maig
2010 and 2009 is as follows:

(In thousands
Quarter Ending

March 31, March 31,

2010 2009
Revenue: $ 7,46 $ 1,40¢
Operating expenst 3,49: 2,68:
Depreciation, depletion and amortizat 2,63¢ 1,08¢
Impairment - 1,06¢
6,127 4,83t
Operating income (loss) $ 1,33¢ $ (3,427

Revenues for the first quarter of 2010 are 430%drighan revenues for the first quarter of 2008e Thcrease is primarily a result of the Company’
production of oil in the Williston Basin. The ireased expenses are a result of the increased idapletognized on the increased oil productionriy
the quarter. During the quarter ended March 3092¢he Company recorded an impairment of $1.lionilbn its oil and gas operations due to depre
oil and gas prices during the first quarter of 2@@@ only one producing well over which to sprefael éntire exploration cost. As a result of inceebsi
and gas prices during the first quarter of 2010 aaditional production to amortize the full cosbpover, no impairment was required during the tgt
ended March 31, 2010.

Oil and gas production from the Williston Basin hiasreased revenue trends and as additional weglsdalled and completed during 2010 i
believed that this trend will continue. The Compdras experienced a 100% completion rate on weilled in the Williston Basin with good initi
production flows. Future wells may not performmasdl. The multi stage frac completion techniquesdiby the Company and Brigham are relatively
which makes long term production projections uraiart The Company relies on professional thirdypegserve engineers to calculate decline curves.

Oil and gas operations produced net operating ircofi$$4.3 million during the quarter ended March 3010 as compared to a loss of $1.2 mi
from oil and gas operations during the quarter drnidarch 31, 2009. The following table details thsults of operations from the oil and gas sedic
the quarters ended March 31, 2010 and 2009:

(In thousands
Quarter Ending

March 31, March 31,

2010 2009

Oil & Gas
Revenue: $ 6,82¢ $ 674
Operating expenst 24t 99
Depreciation, depletion and amortizat 2,25k 71z
Impairment - 1,06:

2,50(C 1,87¢
Operating income (loss) $ 4,324 $ (1,207)
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The following table summarizes production volumesgrage sales prices and operating revenues foutrgers ended March 31, 2010 and 2009:

2010 Period Compart

to
2009 Perioc
Three Months Ende %
March 31, Increase Increase

2010 2009 (Decrease (Decrease

Production volume

Oil and condensate (Bbl 88,32¢ 3,61¢ 84,70¢ 2341%

Natural gas (Mcf 166,40: 119,25¢ 47,14 40%
Average sales price

Oil and condensate (per B! $ 6562 % 381t $ 274 72%

Natural gas (per Mcl 6.1¢ 4.94 1.24 25%
Operating revenues (in thousan

Oil and condensal $ 579 $ 121 $ 5,67 469(%

Natural gas 1,02¢ 55¢ 47 86%
Total operating revent 6,82¢ 674 6,15( 912%

Lease operating expen (24%) (99) (14¢€) 147%

Impairment -- (1,06%9) 1,06 -100%
Income before DD&A 6,57¢ (48¢) 7,067 144¢%

DD&A (2,25%) (713 1,542 21€%
Income (loss) $ 432¢% (1,20)$ 5,52t 46(%

The Company plans to drill and complete an additicix to seven wells (including one off set wallthe Williston Basin during 2010. Factors that
could affect the income from operations in the bedéaof 2010 on wells to be drilled are:

» Lower working interests in the wells due to lowamership interest in the leases held by Brigham

.

Brigham has elected to participate at 50% which ngdluce both the cost to the Company as well asdhenues if the wells are successful
. Lower market prices for oil and gas during 2010

. Higher drilling and operating expenses

. Steeper decline rates than currently anticipated

. Mechanical and geological problems with the wells
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The Company’s other revenue producing sector isneeruial real estate. A breakdown of the incomenfaperations from commercial real estate is
contained in the following table:

(In thousands
Quarter Ending
March 31, March 31,

2010 2009

Real Estate
Revenue: $ 63¢ $ 734
Operating expenst 28¢ 28C
Interest expens - 19
Depreciation, depletion and amortization 26E 232

553 531
Operating income $ 86 $ 203

The decline in revenues for the quarter ended Matct2010 as compared to the same period of tloe year is as a result of lower occupancy rat
Remington Village. Occupancy rates were approxfga®3% at March 31, 2009 and 83% at March 31, 200ite Company will continue to focus
tenant retention and control of overhead costsiiaféort to minimize the impact of the downturntire overall housing rental market in Gillette, Wyingh

Mount Emmons Molybdenum PropertWhen the Company entered into its agreement witMTi€agreed to pay all costs associated with tlages
treatment plant at the Mount Emmons molybdenum entgpand thereby recorded $349,000 in costs andresgs for that facility and $57,000 in holc
costs of the Mt. Emmons molybdenum property duting quarter ended March 31, 2010. During the guazhded March 31, 2009, the Comg
expended $443,000 in operating costs related toMdter treatment plant and no holding costs experalirelated to the Mt. Emmons molybder

property.

General Administrative General and administrative expenses increased 83,880 during the quarter ended March 31, 2010 thase experienc
at during the quarter ended March 31, 2009. Theease is as a result of:

« $314,000 accrual of a 2010 yeamd bonus to all employees of the Company whichkulgiect to meeting corporate and personal ¢
meeting annual budget goals, increased share pridecash flow from operations. Under the Perfowea@ompensation Plan (“PCP”
adopted by the board of directors, employees camfeam 33% to 100% of their base compensationamsibes if the terms of the PCP
met. The PCP was proposed by the Comma@dmpensation Committee and adopted by the fulr@dn April 2009. Details of the Pt
are disclosed in the Compasyannual proxy statement for the annual meetingetdield in June of 2010. Any bonus earned for
performance will be paid during the first quartdr2011. The PCP is being reevaluated by the Badrdirectors and is subject
change. Any change to the PCP may affect the ada@mounts

« $184,000 noncash increase in stock compensaticensep The increase is primarily due to sharegdssftficers of the Company pursuar
the 2001 Stock Compensation Plan being issuedhigth@r price than those issued in the first quart&009; anc
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« $118,000 increase in professional services. Tiisease is primarily due to professional serviassfrelated to our participation in
Williston Basin wells with Brighan

Other income and expensed\s a result of the sale of one of Standard St€aumst’'s geothermal properties, the Company recorded aityeggin o
$963,000 from its investment in SST during the tpraended March 31, 2010. The Company recordeegaity loss of $91,000 for the quarter er
March 31, 2009. Equity losses from the investmerBST are expected to continue until such tim&&3$ properties are sold, equity losses reduc
Company'’s investment to zero or the Company s&llsmvestment.

The Company recorded a gain on sale of assets1d,®10 during the quarter ended March 31, 2010 gdin was primarily related to the sale @
office building that the Company previously heldraatal property. The Company recorded a gainabda of assets of $5,000 during the quarter e
March 31, 2009.

Interest income decreased from $87,000 during tlzetgr ended March 31, 2009 to $59,000 during trertgr ended March 31, 2010. The decr
is a result of lower amounts of cash invested fergst bearing instruments and lower interest veckdn those investments.

Interest expense of $17,000 during the quartereMbach 31, 2010 was related primarily to the ficiag of a property purchased with TCM near
Mount Emmons property. Interest expense of $38@@thg the quarter ended March 31, 2009 relat@daily to the construction loan for Reming
Village which was fully repaid in January 2009 ahd financing of a property purchased with TCM nbarMount Emmons property.

The Company therefore recorded net income aftastak $1.5 million, or $0.06 per share basic an@%@er share diluted, during the quarter e
March 31, 2010 as compared to a net loss aftestak&2.3 million, or $0.11 per share basic andtdd, during the quarter ended March 31, 2009.

Critical Accounting Policies

For detailed descriptions of Company’s significantounting policies, please see pages 67 to 7Beo€bmpanys Annual Report on Form 10K !
the year ended December 31, 2009.

Mineral Properties- The Company capitalizes all costs incidental toabguisition of mineral properties. Mineral expiton costs are expensec
incurred. When exploration work indicates thatiaemal property can be economically developed essalt of establishing proved and probable resg
costs for the development of the mineral propedywell as capital purchases and capital constnucii@® capitalized and amortized using unit
production over the estimated recoverable provedl pmobable reserves. Costs and expenses relatgénieral corporate overhead are expens:
incurred. All capitalized costs are charged torapiens if the Company subsequently determines tthetproperty is not economical due to perme
decreases in market prices of commodities, excegsivduction costs or depletion of the mineral vese.

Mineral properties at March 31, 2010 and Decemider2809 reflect capitalized costs associated withGompanys Mount Emmons molybdent
property near Crested Butte, Colorado. The Compes/entered into an agreement with TCM to devéiap property. TCM may earn up to a 7
interest in the project for the investment of $40illion. The Company has received two of the siti@pated annual payments in the amount of
million each. These payments were applied as actaxh of the Company’s investment in the Mount Eomsiproperty.
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Molybdenum prices declined from a ten year highrage price of $34.13 per pound in July 2008 tonayar low average price of $8.02 per pour
April 2009. During the first quarter of 2010, spwices for molybdenum increased to a high of $8&&r pound in March 2010 and were $17.0(
pound at March 31, 2010. The historic models peghéy third parties indicate that prices for malghum could decrease even lower than $10.00 a
property would still be economical given the calriavestment amount of $22.0 million at March 301@ and $22.0 million at December 31, 2
respectively. No impairment was therefore takerindueither period on the Mount Emmons molybdenuopprty.

Oil and Gas Properties The Company follows the full cost method in accinmfor its oil and gas properties. Under the fidst method, all cos
associated with the acquisition, exploration andettgoment of oil and gas properties are capitalaed accumulated in a countnjde cost center. TF
includes any internal costs that are directly edlab development and exploration activities, lgsinot include any costs related to productionegs
corporate overhead or similar activities. Proceeztzived from disposals are credited against ackatet cost except when the sale represe
significant disposal of reserves, in which caseam @r loss is recognized. The sum of net cap#dlizosts and estimated future developmen
dismantlement costs for each cost center is depletethe equivalent unit-gfroduction method, based on proved oil and gasveseExcluded froi
amounts subject to depletion are costs associatbdmevaluated properties.

Under the full cost method, net capitalized cosgslianited to the lower of unamortized cost redubgdhe related net deferred tax liability and &
retirement obligations or the cost center ceilifife cost center ceiling is defined as the sum )oégtimated future net revenue, discounted at 16f
annum, from proved reserves, based on unescale¢edge prices per barrel of oil and per MMbtu dfunal gas at the first of each month in thera@ntt
period prior to the end of the reporting period amdts, adjusted for contract provisions, finandefivatives that hedge the Companyil and ge
revenue and asset retirement obligations, (ii)abst of properties not being amortized, (iii) tlsvér of cost or market value of unproved prope
included in the cost being amortized less (iv) meotax effects related to tax assets directlytattable to natural gas and crude oil propertieghdfne
book value reduced by the related net deferredniectax liability and asset retirement obligatiomsezds the cost center ceiling limitation, a mast
impairment charge is required in the period in waHize impairment occurs.

Full cost pool capitalized costs are amortized dhierlife of production of proven properties. Qafized costs at March 31, 2010 and Decembe
2009 which were not included in the amortized qusil were $8.7 million and $5.4 million, respectiveThese costs consist of wells in progress,nsie
costs that are being analyzed for potential dglliacations as well as land costand are related to unproved properties. No capit@lcosts related
unproved properties are included in the amortizeliase at March 31, 2010 and December 31, 2008.aliticipated that these costs will be addedh¢
full cost amortization pool in the next two yeasspmoperties are evaluated, drilled or abandoned.

Given the volatility of oil and gas prices, it isopable that our estimate of discounted futureaash flows from proved oil and gas reserves
change. If oil or natural gas prices decline suligily, even for only a short period of time, émie have downward revisions to ouestimated prove
reserves, it is possible that write-downs of oill @as properties could occur in the future.
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Long Lived Assets - Real EstatEhe Company evaluates its lofiged assets, which consist of commercial realtestar impairment when events
changes in circumstances indicate that the releée/ing amount may not be recoverable. Impairneahtulations are based on market appraisa
rental rates decrease or costs increase to lehatisesult in estimated future cash flows, on agisgounted basis, that are less than the carryimguat o
the related asset, an asset impairment is considerexist. Changes in significant assumptionsedyihg future cash flow estimates may have a nel
effect on the Company's financial position and Itssof operations. The Company does not obtairagals on an ongoing basis for the property.
Company however did obtain an appraisal in 2008nt& property conditions have not changed sigmifily in the area of the Compasyproperty. A
March 31, 2010 and December 31, 2009, manageméatnuieed that no impairment existed on the Compafgnglived asset as the 2009 appra
value exceeded construction and carrying valuerantal rates remained strong and costs within ptegelimits.

Asset Retirement ObligationsThe Company accounts for its asset retirement atitigs under ASC 4120. The Company records the fair valu
the reclamation liability on its inactive mininggperties as of the date that the liability is imedt The Company reviews the liability each quaate
determines if a change in estimate is required elt a8 accretes the liability on a quarterly bdsisthe future liability. Final determinations amgade
during the fourth quarter of each year. The Corgmeducts any actual funds expended for reclamatioimg the quarter in which it occurs.

Future Operations

Management intends to continue seeking opportsniresented by the recent and future projected ehaices for oil and natural gas. Long te
we intend to be prepared to pay our share of thdifgpand development costs associated with thed?ilBinmons property.

Effects of Changes in Prices

Mineral operations are significantly affected byaoes in commodity prices. As prices for a paldicmineral increase, values for prospects for
mineral typically also increase, making acquisisiarf such properties more costly and sales potbntieore valuable. Conversely, a price declineld
enhance acquisitions of properties containing thateral, but could make sales of such propertiesendifficult. Operational impacts of change:
mineral commodity prices are common in the mining ail and gas industries.

At March 31, 2010, the Company is receiving revenfrem its oil and gas business. The Compamgvenues, cash flows, future rate of gro
results of operations, financial condition and iptio finance projectedcquisition of oil and gas producing assets aredégnt upon prevailing prices
oil and gas.

The Companys multifamily housing revenues could be affectedatieely if there was a sustained down turn inphiee of coal, natural gas and
which could affect the demand for housing in thée@e, Wyoming area.
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Forward Looking Statements

This Form 10-Q contains “forward-looking statemémtithin the meaning of Section 27A of the SecustiAct of 1933, as amended (tHgeturitie
Act”), and Section 21E of the Securities Exchange & 1934, as amended (the “Exchange Adkl).statements other than statements of histoffiaets
included in and incorporated by reference into fasm 10-Q are forward-looking statements. Thesedod{ooking statements are subject to cel
risks, trends and uncertainties that could cautsabeesults to differ materially from those prdga. Among those risks, trends and uncertaintiesoal
ability to find oil and natural gas reserves theg aconomically recoverable, the volatility of aihd natural gas prices, declines in the valuesuc
properties that have resulted in and may in theréutesult in additional ceiling test write downosy ability to replace reserves and sustain pradogcbul
estimate of the sufficiency of our existing capgalrces, our ability to raise additional capitafund cash requirements for our participationilrand ga
properties and for future acquisitions, the undetiss involved in estimating quantities of prow@tland natural gas reserves, in prospect develapar
property acquisitions or dispositions and in projeg future rates of production or future resentbs, timing of development expenditures and dgllo
wells, hurricanes and other natural disasters hadperating hazards attendant to the oil and gasranerals business. In particular, careful cosrsitior
should be given to cautionary statements madeerCmpany’s Risk Factors included in its Annual &epn Form 10K and quarterly reports on Fo
10-Q filed with the SEC. The Company undertakesdluny to update or revise these forward-lookingestegnts.

”ou ”ou ” o

When used in this Form 10-Q, the words, “expedyiticipate,” “intend,” “plan,” “believe,” “seek,”&stimate’and similar expressions are intende
identify forward-looking statements, although ndt farward-looking statements contain these idefinij words. Because these forwdodking
statements involve risks and uncertainties, acesllts could differ materially from those exprekse implied by these forwardoking statements for
number of important reasons, including those disedsinder “Management’s Discussion and AnalysBidncial Condition and Results of Operatibns
and elsewhere in this Form 10-Q.

Off-Balance Sheet Arrangements

None.

Contractual Obligations

We had three divisions of contractual obligationdvarch 31, 2010: Debt to third parties of $800,3Qih interest at 6% per annum, execu
retirement of $951,000 and asset retirement olitigatof $228,000. The debt will be paid over aigikof four years. The executive retirement licjp
will paid out over varying periods starting afteetactual retirement dates of the covered exeutifde asset retirement obligations will be retidering
the next 34 years. The following table shows tieesluled debt payment and expenditures for budgetset retirement obligations:
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Contractual Obligation
March 31, 201(

(In thousands
Payments due by peric

More

Less Oneto Threetc than

than one  Three Five Five

Total Year Years Years Years
Long-term debt obligation $ 80C$ 20C$ +60C$ - $ ==
Executive retiremer $ 951 153 13C -- 66¢&
Asset retirement obligatic $ 22¢€ -- -- 26 20z
Totals $ 1,97¢ $ 352 $ 73C $ 26 $ 87C

ITEM 3. Quantitative and Qualitative DisclosuresAbout Market Risk

None

ITEM 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

As of March 31, 2010, the Compasynanagement, including its Chief Executive Officel Chief Financial Officer, completed an evaluatid the
effectiveness of the Company’s disclosure contavld procedures (as defined in Rules 13a-15(e) adeld(e) of the Securities and Exchange Ac
1934, as amended (the “Exchange Act”)). Basedanheavaluation the Chief Executive Officer and CRimancial Officer concluded:

i. That the Companyg' disclosure controls and procedures are designedsiure (a) that information required to be dsetbby the Company
the reports it files or submits under the ExchaAgeis recorded, processed, summarized and repoatigin the time periods specified
the SEC’s rules and forms, and (b) that such inftiom is accumulated and communicated to the Cogipamanagement, including i
Chief Executive Officer and Chief Financial Officais appropriate, to allow timely decisions regagdiequired disclosure; at

ii. That the Compar's disclosure controls and procedures are effec

Changes in Internal Control over Financial Repogin There has been no change in our internal cootret financial reporting that occurred dui
the quarter ended March 31, 2010 that has matega#ftbcted, or is reasonably likely to materialffeat, our internal control over financial repogin
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PART Il. OTHER INFORMATION

ITEM 1. Legal Proceedings

Appeal of Approval of Notice of Intent to Conductéspecting for the Mount Emmons Proper

On March 8, 2008, High Country Citizens’ AlliancelCCA”) filed a request for hearing before the Qaldo Land Reclamation Board (“BoardS}
the approval of a Notice of Intent to Conduct Pextimg Notice for the Mount Emmons molybdenum propé‘NOI”), which was approved by t
Division of Reclamation, Mining and Safety of thel@ado Department of Natural Resources (“DRM8H) January 3, 2008. The NOI as apprc
provided for continued exploration of the molybdendeposit to update, improve and verify, in accomgawith current industry standards and |
requirements, mineralization data that was coltbie Amax in the late 1970's.

On May 14, 2008, the Board denied HCGARequest for Hearing and also denied their Redfoest Declaratory Order. Citing Colorado law,
Board determined that HCCA did not have standintherright to appeal DRMS'’s approval of the NOI en@olorado law.

On August 28, 2008, HCCA appealed the Board’'s dmtisn Denver District Court. Plaintiff: High Country Citizers Alliance v
Defendants: Colorado Mined Land Reclamation Bodtalorado Division of Reclamation Mining and Safetyd U.S. Energy Corp.Case No
08CV6156 (District Court, 2d Jud. Dist., City andubty of Denver). The Board has filed an answehwhie Court. The DRMS and the Company
conjunction with TCM) have both filed the resporspleadings in addition to motions to dismiss t&dA complaint.

No hearing date has yet been scheduled in thei®i€ourt of Colorado concerning the Colorado Distisof Reclamation, Mining, and Safety’
issuance of a Notice of Intent to Conduct Prospgdib the Company for the Mount Emmons Property.

Water Rights Litigation —Mount Emmons Molybdenum &perty

On July 25, 2008, the Company filed an Applicatfon Finding of Reasonable Diligence with the Wa@ourt (“Water Diligence Application)”
concerning the conditional water rights associatéth Mount Emmons (Case No. 2008CW81). The coad#l water decree (“Decreefquires th
Company to file its proposed plan of operations assbciated permits with the Forest Service and BlitMin six years of entry of the 2002 Decree
within six years of the final determination in tAgplicant’s pending patent application, whichever occurs laédthough the BLM issued the mine
patents on April 2, 2004, the patents remainedesilip a challenge by High Country Citizemdliance, the Town of Crested Butte, and the Boaf
County Commissioners of Gunnison County (colledyiv®rotestors”). On April 30, 2007, the United States Supreme Cmatle a final determinati
upholding BLM'’s issuance of the mineral patents.

The Company believes that the deadline for filihg fplan of operations specified by the Decree isilARD, 2013 (six years from the fir
determination of issuance of the mineral patentthbyUnited States Supreme Court). The Foresti@ehas indicated that the deadline should be A
2010 (six years from the issuance of the minerééma by BLM). The United States, on behalf of Barest Service and BLM, filed a Statemer
Opposition on this specific issue only. Statemeft®pposition were also filed by six other partiesluding the City of Gunnison, the State of Caldo
and High Country CitizensAlliance in September for various reasons, inclgdiequesting the Company be put on strict proofcademonstratir
evidence of reasonable diligence in developingctireditional water rights.
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On March 26, 2010, BLM and the Forest Service sigacStipulation with the Company, which resolveditiopposition to the Compars/\Wate
Diligence Application. Pursuant to the Stipulatitice Company agreed to prepare, in consultatiah thie BLM and Forest Service, and file no later
April 2, 2010, an initial Plan of Operations in acdance with 36 C.F.R. Sec. 228.4(d). BLM, thedsoService and the Company also agreed the flf
this Plan of Operations would satisfy the Decrébe Company filed the Plan of Operations on Marth2®10.

For information on other legal proceedings in whicbre have been no new developments since MarcR(dD, see Item 1, Part Il of the Company’
Annual Report on Form 10-K filed on March 12, 2010.

ITEM 1A. Risk Factors

There have been no material changes to the ris&rfadiscussed in Part I, “Item 1A. Risk Factongages 14 to 27) in the CompasyAnnual Repo
on Form 10-K for the year ended December 31, 200Bich could materially affect the Compasybusiness, financial condition or fut
results. Additional risks and uncertainties notrently known to the Company or that it currentlyedths to be immaterial also may materially adve
affect its business, financial condition and/or rapieg results.

ITEM 2. Unregistered Sales of Equity Securitiesad Use of Proceeds

During the three months ended March 31, 2010, thra@any issued a total of 83,945 shares of its comstack. The shares were issued as rest
securities in reliance on the exemption availabléehe Company under Section 4(2) of the Securibiesof 1933. These shares were issued as
issuances pursuant to the 2001 stock compensdtan p

ITEM 3. Defaults Upon Senior Securities

Not Applicable

ITEM 4. Submission of Matter to a Vote of Securiy Holders

Not Applicable

ITEM 5. Other Information

Not Applicable
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ITEM 6. Exhibits

@

(b)

Exhibits
31.1
31.2
32.1

32.2

Certification of Chief Executive Officer PursuantRule 13-15(e) / Rule 15-15(e)

Certification of Chief Financial Officer PursuantRule 13-14(a) / Rule 15(e)/15%-15(e)

Certification of Chief Executive OfficBursuant to 18 U.S.C. Section 1350, as adoptecbio® 906 of the Sarban€&<ley
Act of 2002

Certification of Chief Financial OfficBursuant to 18 U.S.C. Section 1350, as adoptedebtid® 906 of the Sarban&xley
Act of 2002

Reports on Form ¢-K. The Company filed six reports on FornmK8for the quarter ended March 31, 2010. The evesported were

follows:

1.

The report filed on January 6, 2010, under Iteni Fdderenced the announcement of the initial priddoaate from its Sta
36-1 #1H well.

The report filed on January 6, 2010, under Itenl #&ferenced the $1 million option payment by TheompCreek Meta
Company.

The report filed on January 21, 2010, under Ite@1 #eferenced the announcement to participatedrttthid group of fiv
wells with Brigham Exploration Compan

The report filed on January 26, 2010, under Ite@i Teferenced the announcement to participate inGwlf Coast prospec

The report filed on March 16, 2010, under Item 7r@ferenced the highlights and financial results tfee year ende
December 31, 200!

The report filed on March 31, 2010, under Item 7referenced the announcement of the presentaticheatCapite
Conference in Southern Californ
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causedrdport to be signed on its behalf by
undersigned thereunto duly authorized.

U.S. ENERGY CORF
(Registrant

Date: May 10, 201! By: /s/Keith G. Larsel

KEITH G. LARSEN,
Chairman and CE(

Date: May 10, 201 By: /s/ Robert Scott Lorime
ROBERT SCOTT LORIMEF
Principal Financial Officer an
Chief Accounting Office
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Exhibit 31.1

CERTIFICATION

I, Keith G. Larsen, certify that:

1. I have reviewed this quarterly report on Forn-Q of U.S. Energy Corp

2. Based on my knowledge, this report does not cordain untrue statement of a material fact or omisteite a material fact necessary to mak
statements made, in light of the circumstances mumdhéch such statements were made, not misleadiitily iespect to the period covered by
transition report

3. Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all material respects
financial condition, results of operations and ciigivs of the registrant as of, and for, the pesipdesented in this repo

The registrant's other certifying officer and | aesponsible for establishing and maintaining disete controls and procedures (as define

Exchange Act Rules 13a-15(e) and 15d-15(e)) aratriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 156(f)
for the registrant and hav

a.

Designed such disclosure controls and proceduresaused such disclosure controls and procedurés wesigned under our supervisior
ensure that material information relating to thgistrant, including its consolidated subsidiarissmade known to us by others within th
entities, particularly during the period in whidfis report is being prepare

Designed such internal control over financial reipgr, or caused such internal control over finaheceporting to be designed under
supervision, to provide reasonable assurance riegptite reliability of financial reporting and tipeeparation of financial statements for exte
purposes in accordance with generally accepteduatiog principles

Evaluated the effectiveness of the registrant'slakisire controls and procedures and presented isnréport our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #pent based on such evaluation, .

Disclosed in this report any change in the regmitsainternal control over financial reporting thatcurred during the registrant's most re
fiscal quarter (the registrant's fourth fiscal daain the case of an annual report) that has madl{eaffected, or is reasonably likely to mately:
affect, the registrant's internal control over fin&l reporting; an

5. The registrant's other certifying officer and | badisclosed, based on our most recent evaluationtefal control over financial reporting, to
registrant's auditors and the audit committee efrtgistrant's board of directors (or persons peiifg the equivalent functions

a.

All significant deficiencies and material weaknesse the design or operation of internal controkiofinancial reporting which are reasons
likely to adversely affect the registrant's abilityrecord, process, summarize and report finamtiaimation; anc

Any fraud, whether or not material, that involveamagement or other employees who have a significdétin the registrant's internal con
over financial reporting

DATED this 10th day of May, 2010.

/s/ Keith G. Larsel

Keith G. Larser
Chief Executive Office




Exhibit 31.2

CERTIFICATION

I, Robert Scott Lorimer, certify that:
1. I have reviewed this quarterly report on Forn-Q of U.S. Energy Corp

2. Based on my knowledge, this report does not cordain untrue statement of a material fact or omisteite a material fact necessary to mak
statements made, in light of the circumstances mumdhéch such statements were made, not misleadiitily iespect to the period covered by
transition report

3. Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all material respects
financial condition, results of operations and ciigivs of the registrant as of, and for, the pesipdesented in this repo

4. The registrant's other certifying officer and | assponsible for establishing and maintaining disate controls and procedures (as define
Exchange Act Rules 13a-15(e) and 15d-15(e)) aratriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 156(f)
for the registrant and hav

a. Designed such disclosure controls and proceduresawsed such disclosure controls and procedurée tesigned under our supervisior
ensure that material information relating to thgistrant, including its consolidated subsidiarissmade known to us by others within th
entities, particularly during the period in whidfig report is being prepare

b. Designed such internal control over financial réijpgr;, or caused such internal control over finaheeporting to be designed under
supervision, to provide reasonable assurance rigggtide reliability of financial reporting and tipeeparation of financial statements for exte
purposes in accordance with generally accepteduatiog principles

c. Evaluated the effectiveness of the registrant'slassire controls and procedures and presented isnréport our conclusions about
effectiveness of the disclosure controls and proms) as of the end of the period covered by #psnt based on such evaluation,

d. Disclosed in this report any change in the regmisainternal control over financial reporting tratcurred during the registrant's most re
fiscal quarter (the registrant's fourth fiscal daain the case of an annual report) that has madieaffected, or is reasonably likely to matd
affect, the registrant's internal control over fin&l reporting; an

5. The registrant's other certifying officer and | badisclosed, based on our most recent evaluationtefal control over financial reporting, to
registrant's auditors and the audit committee efrtgistrant's board of directors (or persons peiifg the equivalent functions

a. All significant deficiencies and material weaknesse the design or operation of internal controéofinancial reporting which are reasonz
likely to adversely affect the registrant's abilibyrecord, process, summarize and report finamtiafmation; anc

b. Any fraud, whether or not material, that involveamagement or other employees who have a signifrtdatin the registrant's internal con
over financial reporting

DATED this 10t day of May, 2010.

/sl Robert Scott Lorime

Robert Scott Lorime
Chief Financial Office




Exhibit 32.1

Certification of CEO Pursuant to
18 U.S.C. Section 1350,
As Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report of U.S. EyeCorp. (the "Company") on Form IDfor the period ended March 31, 2010 as filed
the Securities and Exchange Commission on the ltereof (the "Report”), Keith G. Larsen Chief Ex@eomitOfficer of the Company, hereby certifi
pursuant to 18 U.S.C. Section 1350, as adoptedipaotso Section 906 of the Sarbanes-Oxley Act @22@o the best of his knowledge, that:

Q) The Report fully complies with thejuérements of section 13(a) or 15(d) of the SemsiExchange Act of 1934; and

2) The information contained in the Retgairly presents, in all material respects, timafcial condition and result of operations of @@mpany.

/sl Keith G. Larse
Keith G. Larsen
Chief Executive Office
May 10, 201C

This certification accompanies this Report pursuarection 906 of the Sarban®@sley Act of 2002 and shall not be deemed filecthyy Company fc
purposes of Section 18 of the Securities Exchangef1934, as amended.

A signed original of this written statement reqditey Section 906 has been provided to U.S. Enep.Gand will be retained by U.S. Energy Corp.
furnished to the Securities and Exchange Commissiais staff upon request.



Exhibit 32.2

Certification of CFO Pursuant to
18 U.S.C. Section 1350,
As Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report of U.S. EgyeCorp. (the "Company") on Form ID<or the period ended March 31, 2010 as filed
the Securities and Exchange Commission on theldatof (the "Report"), Robert Scott Lorimer, CHidfiancial Officer of the Company, hereby certil
pursuant to 18 U.S.C. Section 1350, as adoptedipaotso Section 906 of the Sarbanes-Oxley Act @22@o the best of his knowledge, that:

Q) The Report fully complies with theyuérements of section 13(a) or 15(d) of the SemgiExchange Act of 1934; and

2) The information contained in the Regairly presents, in all material respects, timaficial condition and result of operations of @@mpany.

/s/ Robert Scott Lorime
Robert Scott Lorimel
Chief Financial Office
May 10, 201C

This certification accompanies this Report pursuarection 906 of the Sarban@stey Act of 2002 and shall not be deemed filedthy Company fc
purposes of Section 18 of the Securities ExchangeofA1934, as amended.

A signed original of this written statement reqditey Section 906 has been provided to U.S. Enep.Gand will be retained by U.S. Energy Corp.
furnished to the Securities and Exchange Commissidts staff upon request.



