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U.S. ENERGY CORP.

877 North 8th West
Riverton, Wyoming 82501

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

Date: Friday, June 26, 2009.
Time: 10:00 AM MDT
Place: 877 North 8th West, Rivertdfyoming 82501

Purposes - Elect the two directors identified in the accompagyproxy statement (Keith G. Larsen and Allen Sntéfs) to serve until the third succeeding an
meeting of shareholders, and until their succedsave been duly elected or appointed and quali
- Ratify appointment of the independent auditor;
- For any other purpose that properly may come befareneeting, in accordance with the Bylaws ofGloenpany.

Record Date: April 27, 2009. The stocksfar books will not be closed.

The Securities and Exchange Commission requiregpani@s to furnish proxy materials over the Intermdtich reduces environmental impact as well astiog
and mailing costs. Unless otherwise requestedhdysihareholder we are mailing to most of our stoltldrs a Notice of Internet Availability of Proxyatkrials, instee
of mailing paper copies of the proxy materials.e Notice of Availability contains instructions oova to access the materials on the Internet, arcdadshow to reque
a paper copy of the proxy materials. All stockleotdwho do not receive a Notice of Availability Wwiéceive a paper copy of the proxy materials by.ma

Whether or not you plan to attend the meeting,qad¢ake the time to vote -
» By the Interne— Go to the website shown on your proxy card or tb&de of Internet Availability; o
» By Telephone Call the toll free number shown on the notice dilability; or
> By mail- Complete, sign and date your proxy card and mailtihe postage paid enveloj

If you owned shares in the Company at the clodasusiness on April 27, 2009, you may attend and abtee meeting. The names of shareholders ofdesmtitlec
to vote at the meeting will be available for reviatithe meeting and during regular business hdwareheadquarters in Riverton, Wyoming.

If you wish to attend the meeting and vote in perdmit you are a beneficial owner (the shares aleih “street name”)contact your broker, as soon as you rec
this notice, to obtain a “legal proxy” which you stioring to the meeting in order to vote in perabthe meeting.

By Order of the Board of Directors

Dated: May 15, 2009 Steven R. Youngbauer, 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 26, 2009

The Annual Report to Shareholders for the fiscalryended December 31, 2008 is available on or aldayt 15, 2009. The proxy materials consist of {irigxy
statement and notice of annual meeting, and thaidlrReport.

This proxy statement is provided in connection veitholicitation of proxies by the Board of Directaf U.S. Energy Corp. (“U.S. Energy” or “the Compg for
the annual meeting of shareholders (the "meetiteghe held on Friday, June 26, 2009, at 10:00 anT Midd at any adjournments of the meeting.

Who Can Vote

If you held any shares of common stock on the dedate (April 27, 2009), then you will be entitledvote at the meeting. If you held stock in youm name, yo
may vote directly by internet, telephone, mailroperson. If you own stock beneficially but in tlieeord name (street name) of an institution, yaty instruct the reco
holder how to vote when the record holder contgotsabout voting and gives you the proxy materidlg/ou are a beneficial owner and you wish temadt the meetir
and vote in person, contact your broker, as sogioageceive this notice, to obtain a “legal proxytiich you must bring to the meeting in order toeviot person at tt
meeting.

Common Stock Outstanding on the Record Date: 21,3329 Shares
Quorum and Voting Rights

A quorum for the meeting will exist if a majorityf the voting power of the shareholders is preseth@ meeting, in person or represented by propergcute
proxy delivered to us prior to the meeting. Sharesommon stock present at the meeting that abstéhhold from voting, or that are the subjectwbker nonvotes
will be counted as present for determining a quordnbroker nonvote occurs when a nominee holding stock in stmaeie or otherwise for a beneficial owner doe:
vote on a particular matter because the nomines dothave discretionary voting power with resgecthat item and has not received voting instrutirom th
beneficial owner.

You are entitled to one vote for each share of Bisergy Corp. common stock you hold, except thah@ election of directors you may cumulate youtes
Cumulative voting generally allows each holder lbfres of common stock to multiply the number ofreBaowned by the number of directors being eleced, tc
distribute the resulting number of votes among mam@s$ in any proportion that the holder chooseamiNees in number equal to the seats to be filldih veceive
plurality of votes cast, will be elected as direstolf you withhold from voting, your shares wilbt be counted for any director.

Each of the other proposals, and any other mattéchaproperly comes before the meeting in accoreanmith the Bylaws of the Company, will be approvithe
number of votes cast in favor exceeds the numbeotaefs opposed.
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Withholdings and broker nowetes will have no effect on the election of dicest Abstentions as to all other matters whiclpprly may come before the meet
will be counted as votes against those matterskdBrnonvotes as to all other matters will not be counteda@tes for or against, and will not be includeaafculating
the number of votes necessary for approval of thestéers.

How Your Proxy Will Be Voted; Recommendation of theBoard

The Board of Directors is soliciting a proxy in teeclosed form to provide you with the opportundyote on all matters scheduled to come beforertéeting (a
stated in the Notice of Annual Meeting which accamips this proxy statement), whether or not yoenattn person.

The Board of Directors recommends you vote in faxfahe nominees for directors (Keith Larsen an@MWinters, as stated in the Notice of Annual Megt anc
in favor of ratifying management's appointment loé faudit firm. These are the purposes of the mgdas provided in the CompasyBylaws in conformity wit
Wyoming law), and they are also referred to as tematin this proxy statement. Only the matters ideetifin the Notice will be considered at the meeting vote:
upon by the shareholders.

Granting Your Proxy

If you properly complete the appropriate form ofxyr in accordance with the Notice and Access rulesy shares will be voted as you specify. If yonake n
specifications, your proxy will be voted in favdrall proposals.

We expect no matters to be presented for actioth@tmeeting other than the matters stated in théc&dlmf Annual Meeting accompanying this pr
statement. However, as permitted by SEC rule4{4a-the proxy will confer discretionary authorigyth respect to any other matter that may propeoiyne before tt
meeting. The persons named as proxies intendt&in@ccordance with their judgment on any mattess may properly 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 ¥bté&’ou also may attend the meeting in person ate by ballo
which would cancel any proxy you previously subettt

Proxy Solicitation

We will pay all expenses of soliciting proxies fibis proxy statement provided by the Board of Ctive for the meeting. In addition to solicitatiobg mail
arrangements have been made for brokers and nognioesnd proxy materials to their principals, ardwill reimburse them for their reasonable expsnd&'e hav
not hired a solicitation firm for the meeting. Gamployees and directors will solicit proxies blefdone or other means, if necessary; these pedlbleot be paid fo
these services.




Requirement and Deadlines for Shareholders to SubmProxy Proposals

Generally, we hold the annual meeting on the laistaly in June. Under the rules of the SEC, if argholder wants us to include persons to be coresidi!
nomination as directors in our proxy statementgmgsentation at our Annual Meeting of Shareholderbe held in June 2010, information about the esso b
considered must be received by us in writing a$tld®0 calendar days in advance of the meeting datd.S. Energy Corp., 877 North 8th West, Riverid/yomin¢
82501; Attention: Steven R. Youngbauer, Secretémyaddition, the Board of Directors amended tt@mPany’s Bylaws in March 2009, to adopt “advancéced
requirements that apply to all other proposals tvisicareholders may wish to have included in the @2my's proxy statement, or to be stated in a noticeafepecie
meeting of shareholders. Information about othreppsals must be provided to the Company at l€dsta®endar days before the meeting date. Ple@s&Askyance
Notice Requirements for Proposed Nominees to therdof Directors, and Other Propos” below.

Corporate Governance, Audit Committee, Compensatiof€Committee and Nominating Committee

Meetings of the Board. The Board of Directors, which held formal meeting2008, has primary responsibility for directinganagement of the business.
Board currently consists of seven members. Alltmge were attended by the full Board of directsesving at the time of the meeting during 2008,epxdor Mr
Anderson, who did not attend one meeting. The @aanferred informally on several other occasioneng) the year. From time to time the directorsoahpprov
various matters by consent minutes without condgdibrmal meetings; there were six such proceedmg@08.

Attendance by Directors at Annual Meetings. Although most of the directors attend annual megtiof shareholders, we do not require such atterdaAll of
the directors attended the 2008 annual meetingreithperson or on the telephone, and the reguésating of the Board of Directors following the 2088ual meetir
of shareholders.

Communications from Shareholders to the Board of Dectors. Shareholders may send communications to the BofrDirectors, by addressing th
communications to Keith G. Larsen, Chief Executd#icer and Chairman of the Board of Directors,Mark J. Larsen, President, at 877 N. 8th West, fRive
Wyoming 82501. The independent directors havebbskeed a process for collecting and organizing memications from shareholders. Pursuant to thesess, Keit
Larsen and Mark Larsen will determine which of teenmunications address matters of substance arehwhbuld be considered by all directors, and sghd thos
communications to all the directors for their caesation.

Audit Committee. To provide effective direction and review of fidanatters, the Board has established an Audit Gttieen The Audit Committee has
responsibility of reviewing our financial statemgnexercising general oversight of the integritg aeliability of our accounting and financial repog practices, ar
monitoring the effectiveness of our internal cohtygstems. The Audit Committee also recommendscieh of auditing and internal audit firms and reiges gener
oversight of the activities of our independent &ardi principal financial and accounting officedaaccounting employees and related matters. TherGaa of the Aud
Committee is Michael Anderson, a Certified PubliccAuntant. Other members of the Audit CommitteeAdlen S. Winters, H. Russell Fraser and Michaghgtein,
non-practicing Certified Public Accountant. All membef the Audit Committee are independent directmder criteria established by rule 4200(a)(15) éetbpy thi
National Association of Securities Dealers, INBNASD," also now known as the Financial Industry Ratpry Authority,"FINRA”").

The Board of Directors has determined that MichtheFeinstein and Michael T. Anderson both are A@immittee financial experts as defined in rule (4)bi
the SEC's regulation S-K.




The Audit Committee met seven times in 2008. T@@mmittee has reviewed our financial statementsttier twelve months ended December 31, 200¢
discussed them with management. The Committeedidsassed with the independent audit firm theowarimatters required to be discussed in SAS 63ifiCaiibn of
Statements on Auditing Standards, AU 380). Basethe foregoing, the Audit Committee recommendethéBoard of Directors that the audited finansiatement
be included in our Annual Report on Form Kder the twelve months ended December 31, 2008 Audit Committee also reviews and reassesseadinguacy of tt
Audit Committee Charter on an annual basis.

Compensation Committee. The Company has a Compensation Committee, whosebarenare Allen S. Winters, H. Russell Fraser, Méthia Anderson, ar
Michael H. Feinstein. These members are indepéndader criteria established by the NASD. Mr. B&#in serves as the Chairman of the Compen:s
Committee. This Committee met formally on four asions in 2008, and discussed compensation matfermally several times throughout the fiscal yeAction wa:
taken once by consent minutes, without a meetklgCompensation Committee members attended alltimg of their Committee during 2008 either in per®r by
phone.

The Compensation Committee reviews and recommendset Board of Directors compensation packagegherofficers of U.S. Energy Corp. Please sel
Compensation Discussion and Analysis under “Exeeufiompensation” below.

Charters for the Audit, Compensation, and Nominatig Committees; Code of Ethics The charters of the Audit Committee, the Comp&as Committee, ar
the Nominating Committee, may be viewed at our wigéd (www.usnrg.com), at the tab “Investor Relasidrihen go to “Corporate Governanceélhe Code of Ethic
also may be viewed at that location. If these duents are amended (or if the Code of Ethics shiealdiaived in any respect), the amendments (anddbgrrence of
waiver of the Code of Ethics), will be disclosedtbe website as required by the Securities and &gl Commission. Copies of each of these docuragatavailabl
without charge to any person who requests thensebging a request to U.S. Energy Corp., Attn: StdveYoungbauer, Secretary, 877 N"gv., Riverton, Wyomin
82501.

Executive Committee. The Executive Committee members are Mark J. lnar€dhairman, Keith G. Larsen, Robert Scott Loriraad Allen S. Winters. Tt
Committee helps implement the Board of Directoverall directives as necessary. This Committeallisdoes not conduct formal meetings.

Advance Notice Requirements for Proposed Nominees the Board of Directors, and Other Proposals

Nominating Committee and Nominating Proces#/hen needed as determined by the Board of Dirgcthe Nominating Committee considers and recomaisié
the Board of Directors individuals who may be shlgato be nominated to serve as directors. AlleWiters, H. Russell Fraser, Michael T. Andersamg Michael F
Feinstein are the Nominating Committee members; #re independent under criteria established byNASD. Mr. Winters serves as Chairman of the Natint
Committee. This Committee met once in 2008, and peceedings by consent instead of a meeting on2608.

The Nominating Committee has adopted a writtentehaegarding the Company's director and officenimation process. The Nominating Committee aps@h
nominations to serve on the Board of Directors ab &s Officers.

Pursuant to its charter (as amended in April 2008),Nominating Committee has adopted a policycfmrsideration of any director candidates recomme iy
shareholders, and may (or may not) recommend t@taed of Directors that candidate(s) be put orAanual Meeting election slate and identified in tbempany’
proxy statement, if:




« At least 150 calendar days before the meeting da¢eshareholder requests in writing that the Neimiy Committee consider an individual for inclusias
director nominee in the next proxy statement forAmmual Meeting. The shareholder must identify ithdividual and provide background information abthe
individual sufficient for the Committee to evaludtee suggested nominee's credentials. Such regsksetld be addressed to Keith G. Larsen, Chietiiie
Officer and Chairman of the Board of Directors whit forward the requests to the Nominating Comertt

* The candidate meets certain specific minimum gealibns: Substantial experience in top or feidel management (or serving as a director) of ipubinera
exploration companies, with particular emphasisuoderstanding and evaluating mineral propertieseftrer financing, exploration and development jant
venturing with industry partners; contacts with mgior oil and gas industry companies to develoatagiic partnerships or investments with the Compand thi
ability to understand and analyze complex finansiatements. A shareholdeseommended candidate also will have to possessod gusiness and persc
background, which the Nominating Committee will épendently verify. These same categories of doalibns will be used by the Nominating Committe
considering any nominee candidate, whether recordetehy a shareholder, an officer, or another direct

* The Company is provided with all information retefito a shareholder-recommended candidate thedjisred to be disclosed in solicitations of proXias
election of directors in an election contest, astiserwise required, in each case pursuant to Regol14A under the Securities Exchange Act of 1934

« The Company is informed whether and the extenthizhvany derivative instrument, swap, option, watrahort interest, hedge or profit interest oreoth
transaction has been entered into by or on behétieorecommending shareholder or the candidatd, nespect to stock of the Company, and whetheo#mgr
agreement, arrangement or understanding (inclualirygshort position or any borrowing or lending lo&ses of stock) has been made by or on behalfabf salder
or candidate, the effect or intent of any of theefming being to mitigate loss to, or to managl efsstock price changes for, such holder or caateidr to increase
or decrease the voting power or pecuniary or ecanorterest of such holder or candidate with respestock of the Company; and

* The Company receives representations from the sblaier (i) that he, she or it is a holder of recofdtock of the Company entitled to vote at a rmgedf
stockholders and intends to appear in person @rdmy at the meeting to propose such nominatiod;(@hwhether the shareholder or the beneficiahewy if any,
intends or is part of a group which intends tocbproxies from other stockholders in supportwéts nomination (if the Company’s Board of Directdetermines
to identity the candidate in the Company’s proxatesnent).

These procedures also are mandated by the Comfaylgws, as amended in March 2009.

Although all shareholderecommended candidates, and all candidates recodeddoy another director or by an officer, will beakiated by the Nominatil
Committee in good faith, the full Board of Directpby majority vote, will make the final decisiomether to include an individual'name in an Annual Meeting not
and identify the individual in the Company’s prostatement for that Annual Meeting.

For the 2009 Annual Meeting, the Nominating Comedthas not received a request from any shareholdeonsideration of a nominee candidate.




Advance Notice Requirement for Other Shareholder Poposals

For any other matter to be considered as a praggope for consideration by the shareholders a@naual or special meeting (referred to below a$ Additional
Purpose€’), each of the conditions set forth below mustshésfied in order for the Additional Purpose toibeluded in the Company’'notice of the meeting. If t
conditions are satisfied, an Additional Purpose hidoe set forth in either the Compasyproxy statement, or a proxy statement preparethéyshareholder
shareholders requesting that the matter be voted bp all shareholders. Pursuant to the Bylawly, e holder or holders of at least 50% of thestanding shares m
demand that the Company convene a special medtsitaceholders.

The conditions also must be met in order for aedader to make a motion from the floor of a megtim nominate a person for election to the Bodrskich persc
has not been included as a director candidatesittimpany’s notice of the meeting.

At least 90 calendar days before the date for tbetimg, the requesting shareholder shall give evritiotice to the Secretary of the Company, progidin

(@) a brief description of the Additiorrpose which the shareholder wishes to presehetmeeting;

(b) the reason why the Additional Purpisssought to be presented at the meeting;

(c) a statement of any material intevdsith the requesting shareholder or its benefmmaters have in the Additional Purpose;

(d) as to the requesting shareholdemgitthe notice and the beneficial owner, if any,vamse behalf the proposal to nominate or an

proposal is made, a statement of (1) the requestiregeholder’s and such beneficial owsemame and address, (2) the number of shares
Company owned of record or beneficially by the exiing shareholder and such beneficial owner, {8)rntame of each nominee holder of st
owned beneficially but not of record by the reqgimesshareholder and the number of shares of steltkby each such nominee holder, and (4) wh
and the extent to which any derivative instrumewniap, option, warrant, short interest, hedge ofitgragerest or other transaction has been entar®
by or on behalf of the requesting shareholder wépect to stock of the Company and whether angrahreement, arrangement or understai
(including any short position or any borrowing endling of shares of stock) has been made by oebalbof the requesting shareholder, the effe
intent of any of the foregoing being to mitigatedao, or to manage risk of stock price changessfach shareholder or to increase or decreas
voting power or pecuniary or economic interesthef tequesting shareholder with respect to sto¢tkeoCompany;

(e) a description of all agreements,ragesments or understandings between the requestamglolder and any other person or persons (ing
their names) in connection with the proposal ofAlagitional Purpose;

® a representation that the sharehoisler holder of record of stock of the Companytkttito vote at such meeting and intends to apio
person or by proxy at the meeting to propose swsinbss or nomination and a representation whétleeshareholder or the beneficial owner, if .
intends or is part of a group which intends tocbproxies from other stockholders in supportwéts nomination; and

(9) the text of any amendment to the &8 of Incorporation of the Company, or the Bylavfsthe Company, which would be part of
Additional Purpose.




Principal Holders of Voting Securities and Ownershp by Officers and Directors

The following are record holders as of April 10020nho owned more than five percent of the outstandommon stock, as well as the stock beneficiadiid by
each director and nominee, and each officer, andlbyfficers and directors as a group. This infation is based on SEC reports or as otherwise &ntz
us. Beneficial ownership includes the shares uyiderpresently exercisable options.

Except as noted, each holder exercises sole vatidglispositive powers over the shares listed amptee holder's name, excluding shares subjefdrieiture an
those held in ESOP accounts established for theehslbenefit.

The ESOP Trustees, Keith G. Larsen and Mark J.elnarsxercise voting powers over nallecated ESOP shares and dispositive powers dvBIS®OP shares.
should be noted that voting and dispositive povesesx certain shares are shared by one or moreedfsted holders; those shares are reported fdr kalcler having
shared interest.

Amount and Nature of Beneficial Ownersl| Total

Name and Addres Voting Rights Dispositive Right¢ Beneficial Percent
of Benificial Owner Sole Shared Sole Shared Ownership of Class®
Keith G. Larser @ 1,159,21 466,51 1,078,97 1,072,84 2,232,06! 9.9%
Mark J. Larser ®) 886,75 - 820,09 606,33 1,493,08 6.7%
Robert Scott Lorimer *(4) 1,050,46 962,09 1,050,46: 4.7%
Mike Andersor ) 113,08 - 113,08 - 113,08 0.5%
Michael H. Feinstein *(6) 61,15 61,15 61,15 0.3%
H. Russell Frase () 166,36 1,30 166,36 1,30 167,66: 0.8%
Allen S. Winters “®) 32,60 - 32,60 - 32,601 0.1%
Steven R. Youngbauer *(9) 364,53 336,57 364,53 1.7%
All officers and directors as a gro (10) 3,834,18 467,81 3,5670,94 607,63 3,835,48, 15.7%
(nine persons

Corriente Advisors, LLC (11) 2,258,29. 2,258,29. 2,258,29. 10.4%
Sprott Asset Manageme A1) 1,778,50i 1,778,50i 1,778,50i 8.2%
Barclays Global Investol 12) 1,100,0( 1,100,0( 1,100,0C 5.1%

-10-




@ Percent of class is computed by dividing tisenber of shares beneficially owned plus any ogtibald by the reporting person, by the number afes
outstanding plus the shares underlying options bglthat person.

@ Mr. Keith Larsen exercises sole voting righwer 274,335 directly held shares, 80,242 shagkbih an ESOP account established for his beastit804,64
shares underlying options. He exercises sharadgvaghts over 466,513 shares held in a FamilysTfar which he serves as Trustee. Mr. Keith Liarsgercises so
dispositive rights over 274,335 directly held skaend 804,640 shares underlying options. He sesrshared dispositive rights over 466,513 sharbs capacity ¢
the Trustee of a Family Trust and 606,330 sharéssicapacity as an ESOP Trustee with the otherFEBQstee.

® Mr. Mark Larsen exercises sole voting righter 152,772 shares held directly, 66,661 sharkesihéhe ESOP account established for his beresiit, 667,32
shares underlying options. Mr. Larsen exercisds dispositive rights over 152,772 shares helectly and 667,323 shares underlying his optidie.exercises shar
dispositive rights over 606,300 shares in his ciypas an ESOP Trustee with the other ESOP Trustee.

@ Mr. Lorimer exercises sole voting rights 08d4,958 directly held shares, 88,366 shares mettlea ESOP account established for his benefit, 6id13¢
shares underlying options. He exercises sole dispe rights over 344,958 directly held shares| 07,139 shares underlying options.

® Mr. Anderson exercises sole voting rightsrd®,087 directly owned shares and 105,000 sharésrlying his options. He exercises sole dispasitights ove
8,087 directly owned shares and 105,000 shareglyimdehis options.

© Mr. Feinstein exercises sole voting rightero§,158 directly held shares and 55,000 shareerlyig options. Mr. Feinstein exercises sole dsstive right:
over 6,158 directly held shares and 55,000 sharésrlying options.

™ Mr. Fraser exercises sole voting rights dM&B63 directly held shares, 4,000 shares held ifR& for his benefit, 1,000 shares held in a stresne accou
for his benefit and 145,000 shares underlying aygtioHe exercises shared voting rights over 1,8@@es held directly by his wife. Mr. Fraser exsesisole dispositi'
rights over 16,363 directly held shares, 4,000 Iares, 1,000 held in a street name account fopdnigfit and 145,000 shares underlying his optidfs.exercise
shared dispositive powers over 1,300 of his wgbares.

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

© Mr. Youngbauer exercises sole voting righterd6,574 shares held directly, 27,964 sharesihefde ESOP account established for his benefit250,00!
shares underlying options. He exercises sole dispe rights over the 86,574 shares directly tald 250,000 shares underlying his option.

9 The group exercises sole voting rights over,891 directly held shares, 1,000 shares held it f@gnancy, 4,000 shares held in IRAs, 263,233 ESi@ite
and 2,674,102 shares underlying options. Sharédgroights are exercised over 1,300 shares heliRA accounts for spouses and 466,513 shares heddRamil
Trust. The sole dispositive shares consist f®&97 directly held shares, 1,000 shares heldiin fenancy, 4,000 shares held in IRAs and 2,672 st@ares underlyir
options. The group exercises shared dispositgfggiover 1,300 shares held in IRA accounts fouses, and 606,330 shares held in the ESOP.
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D Based upon the March 20, 2009 NASDAQ Pinpoiariét Intelligence Weekly Report.

* Director

*k Officer Only
Proposal 1: Election of Directors
Directors

The directors are divided into three classes, eaoBisting of two persons so far as practicablégetelected until the third succeeding annual mgetnd until the
successors have been duly elected or appointedualified or until death, resignation or remov@he nominees for election, Keith G. Larsen and M\l Winters, ali
incumbent directors standing for eéection. Directors are subject to a mandatoryeetent age of 70 years of age. If a director rea¢he age of 70 during his reguli
elected term, he is allowed to serve out the termttich he was elected prior to turning 70 yearagd. Mr. Feinstein was exempted from the mangatdirement ac
for one additional term and he was elected in 2008. He will serve until the annualetigg in 2011 at which time he will be requiredratire from the Board «
Directors. No other directors have been givenetkkemption from mandatory retirement from the Boafrdirectors. On April 17, 2009, the Board of Diters of thi
Company adopted and approved, effective immediatelyamendment to Section 2 of Article Il of then@panys Bylaws, to limit service of the independent dioes
to two terms. If recommended by the Chairman efBloard and approved by the full Board, an independirector may serve one additional term fortaltof three
three year terms, maximum.

Current directors are:

Other Meeting ai

Name, age an positions with Director which term

designatior with the Compan' Since will expire
Keith G. Larsen (50 CEO and Chairma 1997 2009
Mark J. Larsen (4€ President and COr 2006 2010
Robert Scott Lorimer (5¢ CFO and Treasure 2008 2011
Allen S. Winters (69 2007 2009
Michael H. Feinstein (7: 2004 2011
H. Russell Fraser (6¢ 1996 2011
Mike Anderson (57 2003 2010

Executive officers are elected by the Board of Etwes at the annual directors' meeting, which fefieach Annual Shareholders' Meeting, to servé tatiofficer':
successor has been duly elected and qualifiedhtdrdeath, resignation or removal. If electeds tirms of Keith G. Larsen and Allen S. Winterslimsctors will expir
at the 2012 annual meeting.
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Family Relationships.
Keith G. Larsen, a director, CEO and Chairman, dadk J. Larsen, a director, President and COObgothers.
Business Experience and Other Directorships of Diors and Officers.

Keith G. Larsen , age 50, has been principally employed by U.Srdan€orp. for more than the past five years. He Ibeen a director since November 25, 1
and was its President and Chief Operating Officemfthat date until August 23, 2005, when he bec@herman of the Board and Chief Executive Officer.

Mark J. Larsen, age 46, has been principally employed by U.S. Bn@agyp. for more than the past five years. He bexRresident and Chief Operating Office
U.S. Energy Corp. on August 23, 2005. Mr. Larseadgated from the University of Wyoming with a BCBgree in Business Management.

Robert Scott Lorimer , age 58, has been Chief Accounting Officer, CRiefncial Officer, Vice President of Finance an@asurer of U.S. Energy for more t|
the past five years. Mr. Lorimer became a direofdd.S. Energy Corp. in 2008. Mr. Lorimer has 1086 years experience in the minerals industryorRo joining U.S
Energy in 1980, Mr. Lorimer served as Controller toe Gas Hills uranium operations for TVA. Mr.rimer received a B.S. in Finance, Accounting, Ecpits an
German from Brigham Young University and worked &aosva Masters in Accountancy at the University ebNiska. Mr. Lorimer serves on the Advisory Baoafréirst
Interstate Bank.

Steven R. Youngbauer, age 59, was appointed General Counsel and Sacietdanuary 2007. Prior to these appointments, Woungbauer served as Assis
Secretary and Associate General Counsel to U.Sgkrsnce February 2004. Mr. Youngbauer has o&eyears experience in the legal profession ande2isyin th
mining industry. Mr. Youngbauer has served in masi capacities including President, Vice President General Counsel to oil and gas production campaan:
Amax Coal West, Inc. Mr. Youngbauer received asJoctorate Degree from the University of Wyomibaw School and has served as a Wyoming State Sg¢
Chairman of the Wyoming Environmental Quality Coilaad on the Board of Directors of the Wyoming Mign Association.

Allen S. Winters , age 69, became a director on January 23, 2007 Wihters has over 40 years of experience in nginmdustry including Vice President ¢
General Manager with Homestake Mining Company. \Minters has a B.S. in Mining Engineering and a NhS5eological Engineering.

Michael H. Feinstein, age 73, has been director since September 2@04Feinstein is a graduate of Wharton School, Ersity of Pennsylvania. He becan
certified public accountant in the state of Colarad1960. Until February 2009 Mr. Feinstein wd@ancial and business consultant and the Direattdraxation for a
accounting firm in Scottsdale, Arizona which prasdaccounting and tax services to small busineda®sn February 2009, Mr. Feinstein has servedhasfEinancia
Officer for the Arizona Regional Medical Centerpavate company based in Mesa, Arizona. He has 40eyears of accounting, auditing, and businegeganc
including a partner for Deloitte & Touche and itegeecessors. Mr. Feinstein has served as a dir@f® and CEO of numerous public and private cangza
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H. Russell Fraser, age 68, has been a director since 1996. Hesdt pasident and director of American Capital, ,Inbe first "A" rated financial guarant
company in New York, New York. Mr. Fraser was chain of the Board and chief executive officer dERilnvestors Services, L.P. Fitch Investors SewiL.P., Ne
York, New York, is a nationwide stock and bondmgtiand information distribution company. From 19889, Mr. Fraser served as president and chiefutixe
officer of AMBAC, the oldest municipal bond issuerthe United States. Before joining AMBAC, Mr.dSer was senior vice president and director ofdfireome
research at PaineWebber, Inc. Mr. Fraser holdSaiB finance and economics from the UniversitAozona.

In August 2004, Mr. Fraser and his wife, and twmifg companies, filed petitions for reorganizatiomder Chapter 11 of the Bankruptcy Code, due tontipact o
health problems in 2004.

Michael Thomas Anderson, age 57, has been a director since 2003. Mr. fsotehas run his own accounting and consultingtjpeasince 1993. Prior to that,
was chief financial officer for an operating unfta Fortune 500 company for eight years. From 1®77985, Mr. Anderson worked in public accountirtde is i
member of the AICPA and The Wyoming Society of @led Public Accountants. Mr. Anderson holds a Bi&gree in accounting from Brigham Young Universit

Filing of Reports Under Section 16(a)

We have reviewed reports on Forms 3, 4 and 5 ofestip of common stock in the Company which havenifded with the SEC in 2008 under section 16&ahe
Exchange Act, and written representations fronffithigy persons. Based solely upon review of theorés and representations, two officers reportedsgctions late
one occasion each: Keith G. Larsen and Mark J.drars

COMPENSATION DISCUSSION AND ANALYSIS

Compensation discussion and analysis is intenddblistrate the aspects of executive compensatimhthe different types of compensation utilizedlh$. Energ
to attract and retain executives, incentive perforae along various measures, and to adequatelyeswage key employees for their significant contidns to th:
ongoing success of the Company. Initially, an amption of the current business environment isigezl/which is followed by an overview of the gengrailosophy
with regard to executive compensation. Followihgttdiscussion, we provide a review of the CompimsaCommittee and their roles and objectives folid by i
discussion of each of the types of compensationl@mag and their intent. Next, included are tabliestrating the actual compensation transactiomsng the mos
recent fiscal year with each table being followgdabnarrative explanation of the information presdn Finally, we provide a brief discussion ofuftet compensatic
issues and potential considerations to be revidwetie Compensation Committee.

Business Environment

Historically, U.S. Energy has not been an operafomineral properties. For more than 40 years, @ompanys business model has been the acquis
development and sale (or joint venturing) of mih@raperties. Our business typically has generatausactiorbased revenues instead of recurring operating e
(with the exception of the coal bed methane seetbich was sold in mid-2005). Transactibased business requires long lead times to acgodeexplore propertie
and perform development work, while monitoring coadlity price trends, before the properties can lv@ @ojoint ventured. With respect to bonuses, @mpensatic
policies until April 2009 were tailored to fit thimisiness strategy, and bonuses have been pasdordance with the determinations of the Compemisa@iommittee ar
the Board of Directors as to the contributions miagléifferent key employees to particular transawi
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We continue to devote substantial efforts to tratisa-based activities, while intensifying our fecon acquiring and developing assets that genezabering
revenues. As an example, the Mount Emmons molylodeuroject is long-term in nature, requiring constaork with Thompson Creek Metals to develop anpié
operations for the mine and processing facilittees] resolve the many complex permitting issuesatetnvolved at all levels (Federal, state andljocWe do not
anticipate that the Mount Emmons project will gexteroperating revenues until 2013 or beyond.

Since mid-2007, the Company has explored opporésnit the energy sector, including mdtimily housing related to energy development, tradal oil and ga
exploration plays, and various categories of aitéve energy, with the goal of developing recurriegenues. In recognition of this added businésesion, th
Compensation Committee recommended, and the Bddbitextors approved, the Executive Employment Agnents for our four executive officers, which veillow
payment of bonuses (generally, not more than 100Bage salary) to them based on attainment of dpeutbrmance goals.

Compensation Philosophy

Considering the Comparg/’business environment, the nature of operatiams,im an attempt to keep total compensation coripetand reduce turnover, U
Energy employs a combination of short term and I@ygh compensation to reduce short term cash flowdns, increase performance, retain personnelpendde
compensation assurance to executives (through phig¢ 2009 Executive Employment Agreements). Admitl compensation assurance is provided througara
agreements (which have been in place for many y#aas would provide compensation if employmentesninated within three years of a change in cérafdhe
Company.

This philosophy focuses on multiple measuring mintluding current success and the future poteotiauccess, blended with components of loyaltyhe firn
(i.e. years of service and dedication to projeat deadline completion) and expertise in individt@es, to arrive at what we feel are competitivenpensation ar
severance packages. They are designed to retpipekreonnel, achieve short term and long term firperformance, and stock price appreciatione Buthe natu
of the business strategy and the uncertainty assativith specific projects, compensation decisemesbased significantly upon a project by progwlysis as well i
our financial position.

In April 2009, the Board of Directors approved tieeommendation of the Compensation Committee ferGbmpany to pay bonuses to the four top exect
(Keith G. Larsen, Mark J. Larsen, Robert Scott irani, and Steven R. Youngbauer), for performan@00v and 2008. The bonus paid to Mr. Lorimer iadudition tc
the cash bonus for him authorized in March 2008 Hisr extraordinary service in prior years. SeesiC&8onuses’below. Future bonuses will be determine
accordance with the April 2009 Executive EmploymAgteements. See “Employment Agreemeriisfow. Other compensation arrangements in plaéerde\pril
2009 are not affected by these agreements.

Compensation Objectives and Compensation CommitteResponsibilities

Compensation Committee

The Compensation Committee of the Board of Directsmresponsible for evaluating and recommendifigr deliberation, an executive compensation pnogte
the full Board. The Compensation Committee mesgsilarly and receives input from Company executiveis base salaries equal to or in excess of 10D per ye:
are reviewed and approved by the Compensation Ctie®ron a case by case basis. Once a compendatemmination has been made, it is communicateletdull

Board of Directors which then votes to approve isapprove the Compensation Committee2commendations. Any changes to compensatioexecutives or ar
employee related to them, must be approved by tilep@nsation Committee.
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Objectives of the Compensation Program
Our compensation plans have two principal companéash salary and bonus, and long term equitynthaeawards.
The components are

« A substantial portion of compensation is compriséthase salary and benefits, and a performancelldfas¢éure which makes available annual cash ba
(generally, not to exceed 100% of base sal

and

« Equity awards (stock and options) to allow theceiges to build shareholder wealth. Their pers@oaity benefit is the same as the other sharensldWi
do not pay stock appreciation righ

Individual executive performance is evaluated tdvarat compensation levels which the CompensaBommittee and Board believe, based on their ge
business and industry knowledge and experienceyearerally comparable to those paid to executivesheer companies of similar size, and type of afiens, in the o
and gas and minerals industry. However, neitheiGbmpensation Committee nor the Board engagdseinchmarking’of total compensation (or any particular eler
of compensation) paid to the executives as comgaredmpensation paid at other companies.

Executive compensation consists of base salargrefisnary bonus, and lortgrm equity incentives (options and stock award$)e Compensation Committee d
not set upper or lower limits on the total amount@mpensation (all three categories taken togehed to any executive in a year. Executives aisdicipate in tw
broad-based plans for all employees (ESOP and ¥0ITke Compensation Committee does not take into atammpensation paid in prior years, except on sioc
as part of the process of allocating bonus amoanieng all employees based on total compensatiemeKally, except for Companyide bonuses, decisic
surrounding amounts paid to any one executivelargabonuses, and long-term equity incentivesdatermined independently of one another.

The summary below reflects the compensation elesrantently being utilized. All executive competisa is approved by the full Board of Directorskitey intc
account the recommendations of the Compensatiom@b@e. The executives make compensation proptsate Committee (awards of options, stock, artargabu
do not participate in the Committee’s deliberatioidie participation of the executives in proposamual bonuses is discussed under “Employment ehgeats”
below. Other than actuarial consultants who helpess ESOP valuation and the accrual of the exectgtirement benefit, the Committee does not ussid
consultants. When making decisions on proposecbeasation, the Committee may take into accountdted historical compensation package for each atiez (for
example, options granted in prior years).

Types of Executive Compensation Utilized

U.S. Energy employs the following compensation $yfer its executives. The combination of thesanelets allows executives to focus on current opame
without disproportionate concern for the short teips and downs of the business.
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Base Wagegguaranteed amount) Betermined by the Compensation Committee (subgeétlt Board approval) for executive positions dvaked on the scope
responsibilities, seniority, our ability to replatte individual, and other factors deemed relebgrthe Compensation Committee. Salaries will verged annuall
by the Compensation Committee and its recommentatigll be voted upon by the full Board.

« Cash Bonuse(short term incentive amount)

No bonuses were paid to executive officers in 2@38ept to Robert Scott Lorimer. On March 7, 2@68,Board of Directors accepted the recommendaii
the Compensation Committee, and approved paymeat®§00,000 cash bonus to Robert Scott Lorimeriréctdr and the Chief Financial Officer) for
extraordinary services provided to the Companyhedcquisition of and preservation of uranium assehich work was integral to having the assetslabla
for sale to sxr Uranium One Inc. in 2007. The ®far Mr. Lorimer is to be paid quarterly in the amt of $62,500, beginning March 31, 2008 and eg
December 31, 2009, and the Company shall pay, balbef Mr. Lorimer, the income tax which he willve upon receipt of each bonus installment.
Lorimer was not present during the discussion ey @ompensation Committee or full Board and did vaie on the resolutions. The Board of Direc
determined that such bonus was appropriate in bjhie extraordinary demands made upon the CFO® ayeriod of many years, requiring many montt
work in addition to performance of his regular datito the Company. The Board of Directors deterdhitiat the amount of such bonus was the sar
previously paid (in 2006 and 2007) to the (now @seel) Chief Executive Officer John L. Larsen, amel (now retired) General Counsel Daniel P. Svilee
Company also paid on behalf of such individualsititeme tax owed by them resulting from receipthef bonuses.

On April 17, 2009, the Compensation Committee revemded and the Board of Directors approved paymwiecash bonuses to the executives in the am
of $25,000 to Keith G. Larsen; $70,000 to Mark arden; $25,000 to Robert Scott Lorimer; and $25,@08teven R. Youngbauer. These bonuses
awarded for extraordinary services from May 200bulgh April 16, 2009, and before the date of emtitp the Executive Employment Agreements. T
bonuses will not be taken into account in detemgrany payments to be made under the Executive d&mgnt Agreements.

With the April 2009 Executive Employment Agreememayment of annual cash bonuses (generally, oot than 100% of base salary) will be determine
the Compensation Committee with input from exe@sj in accordance with the Performance Plan iceplar the year, depending on the extent to whie
performance goals have been met. In addition, ave lraditionally paid a cash holiday bonus tceatployees, including executives, based on a pexgerd
base pay, ranging from B3%. The holiday bonus (not more than 10% of base fo all employees including executives) contitmbe paid, at the discretion
management, depending on available cash and thgebtat the next year; payment of the holiday bomwosld not be constrained by the terms of the Ettee
Employment Agreements, as determined by the Coraeifiee “Employment Agreements” below.
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« Stock Options (long term incentive amoun- The 2001 Incentive Stock Option Plan (ISOP) wasreygd at the 2001 Annual Meeting of Shareholdemns
was amended in 2004 and 2007 to provide that thebeu of shares available for issuance be equab% @f the total shares issued and outstandingret 22
2007. The options are intended to qualify undetise 422 of the Internal Revenue Code. Optionsisseed at exercise prices equal to market pricgran
dates (or for holders of 10% or more of the outditagy stock at the time, 110% of market), and mast leecome exercisable) at various times as datedin
the Compensation Committee and approved by thedBoaDirectors. Prior to 2007 most options vesiadhediately. Options issued after 2007 vest
various periods of time from three to five yearptiGns cannot be exercised in the first year dfteir grant. All options are exercisable for cashby deliven
of shares of common stock (valued at market), @yrabination of cash and stock. Options are awabyettie Compensation Committee based on perforn
on projects, acquisitions, and divestiture of conigs and assets taking into account staff tenueqt involvement, roles, and realized amountsn
transactions. These serve as an added incenteeetautives as well as all personnel involved tantaan healthy growth for the Compasystock and focus
long term stock appreciatio

If options are intended to be issued at a meetfriheoBoard of Directors at a time when materidbimation is not in the public record, the issuan€e¢he
options will be postponed until the third busindsy following release of the information, and thereise price will be set at the market price ot tinirc
business day.

Tax Effects of Options

Some of the options are qualified (ISOs), and sareenonqualified under IRS regulations. In genexgarticipant does not have taxable income upermgtan
of an option. Participants will recognize ordinamgome upon exercise of a nonqualified stock opgguoal to the excess of the fair market value efrex
acquired on exercise over the exercise price. Aigigant will not recognize ordinary income uporeesise of an ISO except that the alternative mimirax
may apply. If a participant disposes of shares imedupon exercise of an ISO before the end ofagigicable holding periods, the participant wiltognize
ordinary income. Generally, a sale of shares aeduiby exercise of an option will result in shormteor longterm capital gain or loss measured by
difference between the sale price and the partitipaax basis in the shares. The Company can claém deduction equal to the amount recognized asany
income by a participant in connection with an optibut not with respect to a participantapital gains. We will not be entitled to any teeduction with respe
to an ISO if the participant holds the shares lierdapplicable ISO holding periods before sellingransferring the shares.

« Stock Awards (long term incentive amoun- The shareholders approved the 2001 Stock CompensBtan (the "SCP") at the 2001 Annual Sharehc
Meeting. The SCP was amended on June 22, 200%bteaf the shareholders of U.S. Energy. The SERmended, will expire at the annual meeting im
2018 unless further extended by the shareholdénsler the terms of the SCP each qualifying exeeutificer, currently four individuals, receives 8(0share
of U.S. Energy common stock per quarter on whiehtéixes are paid due to the inability of the exgeutfficers to sell, transfer or pledge the she

Since 2001, the stock option and award plans haea the sole method for compensating executives r@gular basis with stock issuance, and stocknbi

otherwise been issued as compensation. The eséstfithe plan does not limit the Boasdiuthority to compensate officers with additiostalck issued fc
individual performance in other ways.
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« Executive Officer Retirement Benefits(long term guaranteed amou

A specific retirement plan for executives was apptbby the Board of Directors on October 20, 2005is plan is designed to provide supplementalimedc
executives for post retirement for the inordinateoant of time and effort spent while employed innaging the business and to require assistance Kay
personnel in transition to new executives and kedgé transfer. Eligibility for benefits under tp&n include reaching age 60 and having serveda
minimum of 15 years as a designated executive, kaidg employed by the Company on December 31, 2010ing October 2007, the Compensa
Committee closed the Executive Retirement Planrly those executive officers who could qualify, that time, under the plan for benefits. Any fu
executive retirement consideration will be consédeny the Compensation Committee and full Boaioéctors on a case by case basis.

Benefits include five years of payments equal t&560f the greater of the average of the individadéist five years of base pay or the last annusat
pay. Payments are made througiwiekly installments. In return for this considerat all executives agree to provide up to 1,046t petirement consultir
hours to the Company, if needed, to assist withsiteon and knowledge transfer to replacementsa fétired executive is asked to provide more th@4(
hours, he will be compensated at commensurate yhoatés. In the case of death, the benefits aie tpathe beneficiary or estate of the executive #re
additional consulting hours are eliminated. Begignin 2007 the required funding for current offevas funded through the use of a Rabbi Trust wis
administered by a third party trustee.

» Executive Severance and Non-compete Agreemenfi®ng term guaranteed amou

Individual severance and naempete agreements have been created by the Bbd@uleators for key positions. These agreements dgsigned to enst
longevity and executive focus on current operatemsvell as maintain protection against competitiothe event of change in control. Each agreempentide:
that if the executives employment is terminated within three years ofange in control of the Company, or severancergfl@eyment for other than retirem
or cause, the Company will be required to pay ffijlpenount equal to three times the average annwmapeonsation over the prior five years ending befbe
change in control, (ii) legal fees and expensesried by such persons as a result of terminatiohtHe difference between market value (as oftéreninatior
date) of shares issuable on exercise of optiort ttad options' exercise price; (iv) continued imswe coverage (life, health, medical, and disaiiligv) any
unpaid bonuses (including a pro rata based on reasftervice in the year of termination) portidrbonuses paid in the calendar year after ternonaif he
served for at least six months in the terminatieary; (vi) two years of nonempete compensation up to $200,000 per year; @nda($1 million term life
policy with the premiums to be paid by the Company total premiums paid will be reimbursed from dewth benefits paid. Currently those executivies
have executive severance and mompete agreements are Keith G. Larsen, ChairmdrC&0, Mark J. Larsen, President and COO, Robestt Sorimer
CFO, Treasurer and V. P. Finance, and Steven Rndfmauer, Secretary and General Counsel.
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Summary Compensation Table

EXECUTIVE COMPENSATION

Change ir
Pension
Value & Non-
Qualified

Non-Equity

Name and Stock Option Compensatic All Other
Position Year Salary Bonus (1) Awards (2 Awards (3 Compensatio Compensation (- Total

Keith G.

Larsen,

Chairman anc

Chief

Executive

Officer 2008 $240,50( $ 24,10 $ 107,80( $ 97,30( $ - $ - $ 28,000 $ 497,70(
2007 $223,40( $ 731,40( $ 115,30( $ 48,00 $ - $ - $ 552,90( $1,671,00!
2006 $185,00( $ 300,000 $ 50,20 $ 28,90( $ - $ - $ 364,400 $ 928,50(

Mark J.

Larsen,

President and

COO 2008 $229,80( $ 22,80( $ 108,30( $ 126,50( $ - $ - $ 27,90( $ 515,30(
2007 $205,30( $ 730,40( $ 115,30( $ 64,00( $ - $ - $ 165,40( $1,280,40
2006 $170,00( $ 300,000 $ 50,20 $ 28,90( $ - $ - $ 26,00( $ 575,10(

Robert Scot

Lorimer,

Chief

Financial

Officer and

Treasure 2008 $227,50( $ 417,30( $ 107,00 $ 97,30( $ - $ - $ 28,40( $ 877,50(
2007 $211,40( $ 730,70( $ 115,30( $ 48,00( $ - $ - $ 1,176,401 $2,281,80!
2006 $175,00( $ 319,000 $ 50,20 $ 28,90( $ - $ - $ 155,30( $ 728,40(

Steven R

Youngbauer,

General

Counse 2008 $169,00( $ 16,90( $ 109,40( $ 68,10( $ - $ - $ 28,40( $ 391,80(
2007 $156,20( $ 418,90( $ - $ 32,000 % - $ - $ 29,30( $ 636,40(
2006 $120,00( $ 150,00( $ -$ 580(% - $ - $ 26,00( $ 301,80(

Tot¢ 2008 $866,80( $ 481,10( $ 432,50( $ 389,20( $ - $ - $ 112,70( $2,282,30!

2007 $796,30( $2,611,401 $ 345,90( $ 192,000 $ - $ - $ 1,924,001 $5,869,60!
2006 $650,00( $1,069,000 $ 150,60( $ 92,50( $ - $ - $ 571,70( $2,533,80!
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(@) During 2008 all officers and employees of the Conmypaere paid a 10% of base compensation holidayifdm addition the Company paid one half of thaus
discussed above under cash bonuses to its CFQtHeo cash bonuses were paid to officers durin@2@uring 2007 and 2006 all employees of U.S. gnevere
paid a transaction performance bonus as well af% Hholiday bonus. The transaction performance besiuwere paid subsequent to the acceptance
recommendation of the Compensation Committee byBbard of Directors. The transaction performanoaus paid in 2007, was in consideration of
extraordinary effort of the employees of U.S. Eneirgselling our uranium assets to Uranium Onee Tansaction performance bonus paid in 2006 klitethe
sale of Rocky Mountain Gas, Inc. and the liquidatid U.S. Energys shares of Pinnacle Gas Resources, Inc. Theayadtidnus paid to all employees is base
base compensation salary for the twelve monthsceBéeember 31, 2007 and 20!




)

(©)

4)

Each eligible officer received 20,000, 15,000 shared 10,000 shares of U.S. Ends common stock under the 2001 Stock Award Plamdutie years end
December 31, 2008, 2007 and 2006, respectivelgh Baant of shares was made at the beginning di gaerter and valued at market. U.S. Energy pd
applicable taxes on these shares as the execttwesagreed not to sell, transfer or pledge thleaees until the first of either of their retiremetatal disability o

death. The amounts do not represent cash paid®yRnergy to these perso

Certain options granted to executive officers w$te2008, 2007 and 2006. The amount of compesrsattported in the above table is the amount okes
recorded by U.S. Energy pursuant to SFAS 123(Rje dmounts do not represent cash paid by U.S. fnerthese persons but rather the expense recaphy

U.S. Energy for the vesting of the optio

Components of Other Compensation consist of theceseeof noi-qualified stock options, the release of forfeitablares, life insurance, and ESOP and 4t

contributions. These areas of compensation agglegtn the following table

Exercise o Release o
Non-
Qualified Forfeitable Life ESOP 401(K)
Stock
Options Shares Insurance Contribution  Contribution Total
(@ (b) © (d)
Keith G. Larser 2008 $ -- $ - $ 40C $ 23,60 $ 4,00( $ 28,00(
2007 $ 440,000 (i) $ 83,90( $ 30C $ 24,70C $ 4,00¢ $ 552,90(
2006 $ 338,400 (ii) $ - $ - $ 22,000 $ 4,00( $ 364,40(
Mark J. Larser 2008 $ -- $ - $ 30C $ 23,60 $ 4,00( $ 27,90(
2007 $ 136,400 (i) $ - $ 30C $ 24,70C $ 4,00¢ $ 165,40(
2006 $ - $ - $ - $ 22,000 $ 4,00( $ 26,00(
Robert Scot
Lorimer 2008 $ - $ - $ 80C $ 23,60 $ 4,00(¢ $ 28,40(
2007 $ 368,100 (i) $ 778,800 $ 80C $ 24,70C $ 4,00¢ $ 1,176,401
2006 $ 129,30( (ii) $ - $ - $ 22,000 $ 4,00(¢ $ 155,30(
Steven R.
Youngbaue 2008 $ - $ - $ 80C $ 23,600 $ 4,00( $ 28,40(
2007 % -- $ - % 60C $ 24,70C $ 4,00¢ $ 29,30(
2006 $ -- $ - $ - $ 22,000 $ 4,00( $ 26,00(
Total 2008 $ - $ - $ 2,30C $ 94,400 $ 16,00( $ 112,70(
2007 $ 944,50( $ 862,70 $ 2,000 $ 98,80( $ 16,00( $ 1,924,001
2006 $  467,70( $ - $ - $ 88,000 $ 16,00( $ 571,70(
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@0 During 2007 officers surrenderéj0d1 shares of common stock they owned for theceseeof 213,860 options pursuant to the ISOP. dffieers
recognized compensation from the spread betweeexteise price and the share price on the datsetise. Additionally, on June 22, 2007, the shalders ¢
U.S. Energy authorized the payment of taxes onifipemn-qualified options which were going to expire. Tdfficers agreed not to sell, pledge or transfe
shares received from the exercise of the optionstuoh the taxes were paid. At the time of thegeemith Crested, the Crested shareholders apprtneedashle:
exercise of options by officers and employees poahe merger. The Crested shareholders als@mepgpithe payment of taxes for officers on the d@gerof thes
options of Crested as a result of the officers @iggeto not sell, pledge or transfer the resulirdres of U.S. Energy they received from the cashésercise
options of Crested. All of the officers in the abaable received 26,293 shares of U.S. Energy aamstock as a result of the cashless exerciseeoCtieste
options with the exception of Mr. Youngbauer whoeiged 6,574 shares. The amounts of compensatitireiabove table do not represent cash paid byEh&g
to these officers

@i Officers exercised 146,427 optibgsthe surrender of 64,932 shares they owned g@@®6. The officers recognized compensation fiieensprea
between the exercise price and the share pricheoddte of exercise. The amounts of compensaiitimei above table do not represent cash paid byEh&gy ti
these officers.

® On May 2, 2007 the Board of Directors amenitiedForfeitable Stock Compensation Plan, subgshareholder approval, to release the forfeitabéges ar
pay the taxes due as a result of the release dbtfedtable shares. The shares had been issueditaduals in the early 1996’and were forfeitable until retireme
total disability or death. On June 22, 2007 thersholders of U.S. Energy approved the releaskedf@0,060 forfeitable shares and the payment @fstaypon th
release of the forfeitable shares. Mr. Keith Lansseived 8,820 shares and Mr. Lorimer receivedZtbshares as a result of the release of the falleishares. M
other current officers were participants in theféitable Stock Compensation Plan. Mr. Lorimer alsceived an additional 7,500 shares of U.S. Eneagygmot
stock as a result of the release of forfeitableeshaf Crested under the same terms and approvéwel§rested shareholders, on November 26, 20Q@edime o
the merger with U.S. Energy. The Forfeitable StGoknpensation Plan is no longer in effect.

© Each executive officer participates in thedPSwhich was established to annually make coniohatto employee retirement. During 2008, 2007 20@6 al
officers received a $23,600, $24,700 and $22,6&pectively, contribution to their ESOP accounaassult of the Compensation Committee recommenain
the full Board approving funding of the 10% of adimiition required amount for 2008, 2007 and 200thwommon stock of the Company. The computatiotine
10% contribution of wages paid is limited by cajliwage amounts as outlined in the Internal Revé&nde. In addition to the 10% funding the officezseiver
certain unallocated shares from terminated empklpeesuant to the terms of the ESOP. The valdkese forfeited shares are included in the offoicenpensatior

@ All executives also participate in the 4016kan and all received a $4,000 contribution du20§8, 2007 and 2006 as matching funds under trefpl thei
contributions to the plan.
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Grants of Plan-Based Awards

On the recommendation of the Compensation Commiitte2008 and 2007 the Board of Directors approstedk awards under the U.S. Energy Corp. 2001 :
Compensation Plan and stock options under the BROP to each of the named executive officers irB2atd 2007.

Exercist
or Base
All Other  All Other Price ol
Estimated Future Payouts Unc Estimated Future Payouts Unc Stock Option Option
Non-Equity Incentive Plan Awarc Equity Incentive Plan Awarc Awards Awards  Awards
Name anc  Gran
Position Date Thresholc  Target Max Thresholc  Target Max.

$) $) $) (*#) @) @) (#) (*# (3/SH)

Keith G.
Larsen,
Chairman anc
Chief
Executive
Officer

2008

2007

~- % - $ - - - - 20,00(;) 75,000 $ 2.5z
—- $ - $ - o o = 15,0000 150,000 $ 4.97

©“ B

Mark J.

Larsen,

President anc

COO
2008 $ - $ - $ - - - - 20,00( 3 75,000 $ 2.52
2007 $ - $ - $ == -- -- - 15,00( 200,00 $ 4.97

Robert Scot

Lorimer,

Chief

Financial

Officer

and Treasure
2008 $ - $ - $ - - -- -- 20,00( ) 75,000 $ 2.52
2007 $ - $ - % s s - - 15,00(4, 150,00 $ 4.97

Steven R.

Youngbauer,

General

Counse
2008 $ - $ - $ -- -- -- -- -- 75,000 $ 252
2007 $ - $ - $ == == -- -- - 100,000 $ 4.97

2008 $ - $ - 8 -- -- - -- 60,00( 300,00(
2007 $ = & - $ == = = == 45,00( 600,00(

@) Shares granted under the 2001 Stock Compensaton
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Outstanding Equity Awards at December 31, 2008

Option Awards Stock Awards

Equity
Equity  Incentive
Incentive Plan
Plan Awards:

Equity Awards: Market ol
Incentive Number  payout
Plan of value of
Awards: unearne( unearnec
Number of Market shares, shares,
Number of Number of  Securities Number Value of unitsor  units or
Securities Securities  Underlying of shares shares of  other other

Underlying Underlying Unexercise  Option Option  of stock stock tha rights tha rights tha
Unexercise Unexercised Unearned Exercise Expiration that have have not have not have not

Options Options Options Price Date  notveste vested vested vested
#) (#) #) ($/SH) (#) (%) (#) (%)
Name anc
Position Exercisable Unexercisabl
Keith G.
Larsen 267,73¢ -- - $ 2.4C 01/09/11 N/A N/A N/A N/A
Chairman/CE( 100,00( - - % 3.9C 12/06/11 N/A N/A N/A N/A
52,55¢ - - $ 2.25 12/07/11 N/A N/A N/A N/A
59,35( - - $ 2.4€ 06/30/14 N/A N/A N/A N/A
-- 75,00( - $ 2.5z 09/21/18 N/A N/A N/A N/A
100,00( - - % 3.8¢ 10/13/15 N/A N/A N/A N/A
60,000 @ 90,00( - $ 497 07/26/17 N/A N/A N/A N/A
Mark J. Larsel 41,24¢ -- - $ 2.4C 01/09/11 N/A N/A N/A N/A
President/CO( 100,00( - - % 3.9C 12/06/11 N/A N/A N/A N/A
52,55¢ - - $ 2.25 12/07/11 N/A N/A N/A N/A
98,51¢ - - $ 2.4€ 06/30/14 N/A N/A N/A N/A
-- 75,00( - $ 2.5z 09/21/18 N/A N/A N/A N/A
100,00( - - % 3.8¢ 10/13/15 N/A N/A N/A N/A
80,00( ) 120,00( - $ 497 07/26/17
Robert Scott
Lorimer 80,23: -- - $ 2.4C 01/09/11 N/A N/A N/A N/A
CFO/Treasure 100,00( - - % 3.9C 12/06/11 N/A N/A N/A N/A
52,55¢ - - $ 2.25 12/07/11 N/A N/A N/A N/A
59,35( - - $ 2.4€ 06/30/14 N/A N/A N/A N/A
-- 75,00( - $ 2.5z 09/21/18 N/A N/A N/A N/A
100,00( - - % 3.8¢ 10/13/15 N/A N/A N/A N/A
60,00( 3 90,00( - $ 497 07/26/17 N/A N/A N/A N/A
Steven R
Youngbaue 25,00( -- - $ 2.4€ 06/30/14 N/A N/A N/A N/A
Genera
Counse - 75,00( - $ 2.5z 09/21/18 N/A N/A N/A N/A
50,00( - - $ 3.8¢ 10/13/15 N/A N/A N/A N/A
40,00( ) 60,00( - % 497 07/26/17 N/A N/A N/A N/A
Total 1,679,10: 660,00(

Dyested as of April 27,
2009
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Option Exercises and Stock Vested

Option Awards Stock Awards
Number of Number of
Shares Value Shares Value
Acquired or Realized on Acquired or Realized on
Exercise Exercise Vesting Vesting
Name and Positio #) (%) #) ($)
Keith G. Larser 2008 - $ = 20,00 $ 107,80((y
Chairman/CEC 2007 77,718 $  276,40( 15,00 $ 115,30( @
2006 105,777 $  338,40( 10,00C $ 50,20( @)
Mark J. Larser 2008 - $ -- 20,00 $ 108,30( @
President/COC( 2007 70,92t $  238,40( 15,00 $ 115,30( (1)
2006 - $ - 10,00C $ 50,200 @)
Robert Scott Lorime 2008 - $ - 20,00 $ 107,000 @
CFO/Treasure 2007 65,21¢ $  230,70( 15,00 $ 115,30( @
2006 40,65( $  129,30( 10,00C $ 50,20( @)
Steven R. Youngbau 2008 - $ - 20,00 $ 109,40( @
General Counst 2007 - $ -- - $ -
2006 - $ == = & =
Total 2008 - $ = 80,00( 432,50(
2007 213,86: 745,50( 45,00( 345,90(
2006 146,42 467,70( 30,00( 150,60(

@ Value of shares issued under the 2001 Stock ComafiensPlan on date of issue. U.S. Energy paysadls due on these shares as the executive aficipient ha
agreed not to sell, transfer or pledge these sheatiishis retirement, permanent disability or de:

Nonqualified Deferred Compensation

None of the executives participate in or have astbdalances in nogualified defined contribution plans or other dedelrcompensation plans maintained by
Energy Corp. The Compensation Committee may &begtovide these benefits in the future but theeere current plans to do so.

Employment Agreements

On April 17, 2009, we entered into Executive Empheynt Agreements with our four executive officergitk G. Larsen, Mark J. Larsen, Robert Scott Loriraac
Steven R. Youngbauer. The summary set forth b&dayualified by reference to the agreements, whrehincluded as exhibits to the Report on Forkaf8ed on April
20, 2009. The terms of the agreements were prdpbgethe executives and negotiated to final fornthwhe independent directors comprising the Comgéon
Committee. The terms of the Performance Compesdtian (relating to bonuses) were not negotiatetdwere proposed by the Compensation Committee
approved by the full Board of Directors with theiote directors obtaining. The Employment Agreememé not meant to supersede the Executive SeweeartcNon-
Compete Agreements upon the change of control.

-25-




The agreements provide for three years of employmenewable automatically for one additional thyear term if the executive is still employed o thirc
anniversary of his agreement. Except for the ihitése salary amounts, and Mr. Youngbauer not baimngently eligible under the Executive Officer Retent Benefit
Plan, the provisions of each agreement are idéntica

« Base annual compensation will be paid in the follgramounts for 2009 (pro rated for the balancthefyear): $240,510 to Keith G. Larsen; $233,000 &k
J. Larsen; $227,510 to Mr. Lorimer; and $169,000Mo Youngbauer. Annual base compensation in syke® years may be changed annually 1
recommendation of the Compensation Committee aptbapl by the full Board

« Each executive will continue to be eligible to papate in the 1989 Employee Stock Ownership Plaa;2001 Incentive Stock Option Plan; the 2001 Ik
Compensation Plan; and any additional compensgtimns adopted by the Board of Directors for theefierof all employees. The benefits of the exig
executive severance and noompete agreements with each executive (providingéyments in the event of termination in the ehyears following a chan
in control — see “Executive Severance and Non-coeenpgreements” above and “Potential Payments UpoenGe in Control’below) are not affected by t
Executive Employment Agreemen

« If the executiv's employment is terminated by the Company withautse, or by the executive for good reason, the @asnill pay him a lump sum equal
(i) 300% of the annual base compensation thenfate{200% in the case of Mr. Youngbauer, due tlésser period of service with the Company), iy
equity in all vested options based on market patéhe Companys common stock at termination date. If employmsrierminated following a change
control of the Company, payments will be made ® Executive as required under the Executive Severand Noncompete Agreements. (see Exect
Severance and N-Compete Agreements abo\

« Once the Executive reaches the age of 60 andlli®stployed by the Company, the Company would cwrdi paying for health insurance coverage fo
Executive and his wife until the Executive is digi for Medicare coverag

Beginning in 2009, and each year thereafter so bthe employment agreement is in effect, eacheoexecutives will be eligible to receive (follawi the
filing of the Annual Report on Form 10-K) an anngakh performance award of not more than 100% ¢ lbampensation, based upon the Compeidyg-
goals stated in the Performance Compensation Biminh effect. The purpose of the Plan is to atigeh awards to achievement of the skemd busines
objectives and sharehol('s interest

While the percentage of 100% available to each eyag is stated for each component in the Plan, mbrtbe components are quantified, and each wi
determined at year end by the Compensation Coremifiéie extent to which the executives are paig#réormance award (up to the 100% ceiling) may ¥ieom
one individual to another. All other Company enygles are entitled to earn a performance award iouate ranging from 33% to 50% of their annual
compensation, depending on their ranking by basgeosation. In addition, the distribution of tbéat award percentage between executive andemenutive tier
of employees will be determined by the Compensdfiommittee. The percentage weight assigned to efitte factors considered in computing the anamairc
may be modified each year by the full Board afiscommendations have been made by the Compensatiomiftee. “Individual employee goalstill be
determined by management.
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Only if the Company has had adjusted positive ¢&sthfrom operations for the year will payment betperformance awards be considered. HoweveBdhed o
Directors may pay cash awards for outstanding pexdoce by employees (including executives) who mealsignificant contribution to the Company, wt
contribution is not within the performance matrixtloe Plan. These awards for outstanding perfoomavill be determined by the Board without regarghositive

cash flows.

2009 Performance Compensation Plan

Description Tier Tier Tier Tier Executive
1 2 3 4 5
Salary Rang $C-$50,000  $50,00(-$99,999  $100,00+-149,99¢ 150,000 + Senior
Non-executive ~ Managemet
Bonus Percentage of Base Sal 33% 33% 50% 100% 100%
(Maximum)
Criteria

Financial Factors

Stock Price
(based upon 200 day movi 5.0% 5.0% 10.0% 15.0% 20.0%
average
ROE Facto| 2.5% 5.0% 5.0% 5.0% 10.0%
EPS Facto 2.5% 5.0% 5.0% 5.0% 10.0%
Casl-Flow Factor 5.0% 5.0% 10.0% 15.0% 20.0%
15% 20% 30% 40% 60%
Performance ratin
Budget
Departmen 20% 15% 10% 10%
Company 5% 10% 10%
Department Goal 25% 25% 20% 5%
Company Goal 15% 15% 15% 20% 20%
Individual employee Goa 25% 25% 20% 15% 10%
100% 100% 100% 100% 100%

Cash Flow from Operations Cash flow from operations from the annual audiiedrfcial statements filed with the Securities amdiange Commission. The cos
operations of the water treatment plant at Mountriems, interest income and income taxes paid wikhkdaed back to compute Cash Flow from Operationpudgose

of the Plan.

Return on Equity Factc(“ROE”) — Positive addition to Retained Earningslam a reduction of the prior year loss which resinl a reduction of Retained Earnings.
Earnings Per Share Facto'EPS”) — Improvement in earnings per share from prior year

Budgei— Meet expense goals outlined in annual operatimtgét with Board approved modifications throughtbetyear.
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Potential Payments upon Change in Control

U.S. Energy Corp. has Executive Severance and®@mpete Agreements with Keith G. Larsen, Mark Ysen, Robert Scott Lorimer and Steven R. Youngt
which combine severance and non-compete provisidhs. following summarizes the principal features.

Each agreement provides that if the execusiwghployment is terminated within three years ofi@nge in control of the Company, the Company élrequired t
pay (i) an amount equal to three times the aveaageial compensation over the prior five years entigfore the change in control, (ii) legal fees argenses incurr
by such persons as a result of termination; (i@ difference between market value (as of the teatitin date) of shares issuable on exercise obogtiand the optior
exercise price; (iv) continued insurance coverdifg bealth, medical, and disability; (v) any uighlonuses (including a pro rata (based on morftesmwice in the ye:
of termination) portion of bonuses paid in the ndkr year after termination, if he served for astesix months in the termination year); (vi) tweays of norcompet
compensation ($200,000 per year) and (vii) a $lioniterm life policy with the premiums to be pdgl the Company and total premiums paid will be tminsed fror
any death benefits paid.

A change of control is defined to mean:

« the acquisition by any person or entity of the lfiersd ownership of securities representing 25%are of the combined voting power of the then @unding
voting securities, whether or not that ownershipaspled with or followed by election of new dirext who make up a majority of the Boa

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

« as aresult of a tender offer, merger, contestectieh or similar transactions, the directors beftre transaction no longer make up a majorityhef Boar
(unless the change in the Board was approved bgrityayote of the directors before the transactis

If there is a change in control, the execuvemployment will be deemed terminated thereaftee is assigned duties inconsistent with priopoesibilities; he i
not re-elected to the same positions; his baseysialaeduced; or any benefit or compensation efemare changed adversely to him.

In addition, during the two years after terminatmwinemployment, the executive will not directly iodirectly be involved in the minerals businessriost of thi
Western United States.

This table shows our potential payment obligatiander the severance and nmmpete agreements, as if termination took plac®erember 31, 2008. Act

payments could be more or less. For the optiorobugomponent, the closing market price of U.S.rgys stock on December 31, 2008 is used. No estimatead:
of legal fees that might be involved and no pransis made for bonuses.
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Table of Potential Change in Control — TerminationPayments
(as if termination had been December 31, 2008)

Amounts shown as 300% of average compensationeaedion the average annual salary from the eféedate through December 31, 2008.

Value of Value of Value of
Option Stock Health
300% of Exercise Awards Insurance
Average at 12'31'08 at 12'31'08 for Three
Name and Position Compensatior @ @ Years Total
Keith G. Larsen
Chief Executive Officer
Effective Date -14-01 $ 590,50( $ - $ 151,400 $ 60,60( 802,50(
Mark. J. Larsen,
President
E ffective Date -14-01 $ 520,20 $ - $ 151,400 $ 60,60( 732,20(
Robert Scott Lorimel
Chief Financial Officer
& Treasurer
Effective Date -18-92 $ 542,50 $ - $ 151,400 $ 60,60( 754,50(
Steven Youngbauel
General Counsel
Effective Date -1-07 $ 408,90 $ - $ 151,400 $ 60,60( 620,90(
Total $ 2,062,100 $ - $ 605600 $ 242,40( 2,910,10!

@ Equals closing price on December 31,2008 lessttlie price of issued options times the numben@freisable
options. All options as of Decemer 31, 2008 wertdanwater

@ stock awards pursuant to the 2001 Stock CompemsBtan

Retirement Policy.

U.S. Energy Corp. adopted an executive retiremelntypin 2005 and amended it in 2006 and 2007. &@ecutive retirement policy as well as the pofmyall U.S
Energy employees sets a mandatory retirement age, aithough the Board of Directors may requestice thereafter.

The executive retirement policy provides retirembanefits for an eligible officer who has reachédy@ars of age, has served a minimum of 15 yeaws
executive officer, and remains employed until DebbenB1, 2010. All conditions of eligibility musebmet completely to qualify for cash payments uritlerplan. Th
officers potentially eligible for this benefit, uadthe plan as amended, are the Keith G. Larsenk WMa_arsen and Robert Scott Lorimer; none argit#é to retire il

2009.
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At retirement, an executive will receive, for fiyears, 50% of the greater of (i) annual base sdlasing his final regular pay check to calculate #imnual rate),
(i) the average annual salary which he receivest thve last five years. The benefit will be paidnthly (in accordance with normal bieekly payroll practices) for fiy
years following retirement from employment. Thestfisix months of benefits may be paid in the s#vemonth for a ‘specified employee’ (as definedséttion 409(a)
(2)(B) of the Code) instead of hieekly for the first six months. At death, the aipinstallments will be paid to his designee (asses of preference beneficiarie
there is no designee). The benefits are not aasign No perquisites will be continued or providédfe and medical insurance coverage are noticoat!.

The retired executive will be available to U.S. Eyefor up to 1,040 hours per year during the bienedriod for consulting or other service the Bodekms i
needed, for which he will not be paid anythingrv8® in addition to the annual available hours ldobe compensated on an hourly basis at the ratfféct a
retirement. This retirement benefit may be extenbleyond the benefit period at the discretion ef Board, at a rate which would be negotiated (latless than tt
initial retirement rate).

During 2008, the Board of Directors of U.S. Energiified the recommendation of the Compensation @dtae to fund the Executive Retirement Plan fer tifre
eligible officers to be managed by an independeistée pursuant to the requirements of the trubeaecutive retirement plan. Annual amounts araside to fund tt
retirement plan and will be paid out per the plgirithe trustee to eligible retired officers pursuemthe terms of the plan. The following tablessferth the status of t
Executive Retirement Plan:

Number of Presen Payments
Years Value of  quring Last

Credited ~ Accumulatet  calendar

Name and Positio Plan Yeal Service Benefit® Year

Keith G. Larser 2008 11 $ 335,000 $ ==
Chairman/CEC 2007 10 $ 320,000 $ -
2006 9 $ 235,200 $ --
Mark J. Larser 2008 3 $ 270500 $ ==
President/COC( 2007 2 $ 245200 $ -
2006 1 3 180,30( $ --
Robert Scott Lorime 2008 17 $ 461,000 $ ==
CFO/Treasure 2007 16 $ 439,29( $ -
2006 15 $ 322,200 $ ==
Tota 2008 $ 1,066,500 $ =
Total 2007 $ 1,004,490 $ -
2006 $ 737,700 $ ==

@ The Company utilizes a certified actuary to comghtepresent value of the retirement benefit bageuh mortality tables, tern
and longevity of each office

Two former executive officers were eligible for leéits under the Plan: John L. Larsen and DanieébW®lar. Mr. Larsen, former Chairman, CEO and Rlest
qualified under the plan and passed away on Septem2006. Mr. Larser’estate will receive benefits earned under thelke Retirement Plan through Septen
4, 2011. Daniel P. Svilar, former General Coursal Secretary, retired on January 12, 2007. MitaSwill continue to receive benefits pursuanttbh@e Executiv
Retirement Plan through January 12, 2012. Thefltemieie to Mr. John L. Larsen and Mr. Daniel Pil&@vare not funded.
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Non-Employee Director Compensation Table

Directors who are employees are not paid for serag directors. Noamployee directors receive a combination of cagimeats ($1,000 per month, $1,100

month for the Chairman of the Audit and Compensammmittees, and $500 for attending Board meetinggerson), and reimbursements for any travel ese:
incurred in attending the meetings. Amounts paithése directors in 2008, 2007 and 2006 werelmsv&

1)

)
(©)

Change ir
Pension
Value and
Nonqualified
Fee Earned Non_Equity Deferred A" Othel‘_
or Paid in Stock Options  Incentive Pla Compensatic Compensatic
Cash® Awards @ Awards Compensatic Earnings @ Total
(%) (%) (%) (%) (%) (%) (%)

Name
Michael J. Feinstei

2008 $ 16,00 $ - $ - N/A N/A $ 2,50 $ 18,50(

2007 $ 13,00 $ - $ - N/A N/A $ 43,50C $ 56,50(

2006 $ 12,30 $ 4500 $ == N/A N/A $ 22,50C $ 39,30(
Michael Andersor

2008 $ 16,50 $ - $ - N/A N/A $ 2,500 $ 19,00(

2007 $ 13,50C $ - $ == N/A N/A $ 43,50C $ 57,00(

2006 $ 11,80 $ 450 $ -- N/A N/A  $ 22,50C $ 38,80(
Allen S. Winters

2008 $ 15,00 $ - $ == N/A N/A $ 2,500 $ 17,50(

2007 $ 19,50 $ - $ -- N/A N/A  $ 43,50C $ 63,00(

2006 $ 11,30C $ - $ - N/A N/A $ - 8 11,30(
H. Russel Frase

2008 $ 15,50C $ - $ - N/A N/A $ 2,500 $ 18,00(

2007 $ 17,75C $ - $ - N/A N/A $ 43,50C $ 61,25(

2006 $ 12,30 $ 450 $ -- N/A N/A  $ 22,50C $ 39,30(
Total

2008 $ 63,000 $ - $ - N/A N/A $ 10,00C $ 73,00(

2007 $ 63,75( $ - $ -- N/A N/A  $ 174,000 $ 237,75

2006 $ 47,700 $ 13,50 $ == N/A N/A $ 67,50( $ 128,70(

Non-employee directors are paid $1,000 per month, $1pEd month for the Chairman of the Audit and Conga¢ion Committees, and $500 per meeting atte
in person

During 2006 each non-employee director was pai6@in common stock.

During 2008 the directors were paid a holiday boou$2,500 each. During 2007 and 2006 the dirsgparrticipated in a cash bonus for the sale of Brigrgy's
uranium assets to Uranium One and Rocky Mountais @&. and its interest in Pinnacle. Each directgeived a cash bonus of $40,000 during 2007$20¢D0(
during 2006 (Mr. Winters did not receive a cashusoim 2006 as he was not a director at the timAelditionally, each director was paid a $3,500 caslday bonu
during 2007 and all but Mr. Winters received a $8,6ash holiday bonus during 20f

-31-




Compensation Committee Interlocks and Insider Paritipation

None of the Compensation Committee members has d&eefficer or employee of U.S. Energy, and nonéhefmembers had any relationship with the Com
which would be required to be disclosed under 4% of Regulation S-K.

Compensation Committee Report

The Compensation Committee has reviewed and dieduitbe Compensation Discussion and Analysis (st &bove) with management, and, based on thatw
and discussions, the Committee recommended todhed®f Directors that the Compensation DiscusaimhAnalysis be included in this proxy statement.

Certain Relationships and Related Transactions
Family Employment.

Mr. Keith G. Larsen, Chairman and CEO, and Mr. Marliarsen are brothers. Mr. Richard Larsen, leroti Keith and Mark Larsen, is the chief pilot fiwe
Company and Mr. Reggie Larsen, son of Richard lmarisethe Office Manger/Administrative Assistafiichard Larsen and Reggie Larsen were paid $1533R¢C
$57,200 respectively during 2008, which includesrtbase pay and the holiday bonus paid to all eyggls. Additionally, Richard Larsen received 9,6lhéres, value
at $16,100, as the annual contribution to his Ea€¢®dunt during 2008 and Reggie Larsen received®356ares valued at $9,200. U.S. Energy also maiiilzution:
of $0 and $3,250 to the 401(k) retirement accoahRichard Larsen and Reggie Larsen, respectideising 2008.

During the year ended December 31, 2005, U.S. Eredgpted a nepotism policy which was amended D720 he policy provides that family members of
employee, which include father, mother, siblingn,sdaughter, niece, nephew or grandchildren, maybeohired, supervised or terminated by a direatilfe
member. Additionally, family members are not aléito participate in any discussion relating togéging of compensation rates for other family rhers. The polic
was amended to provide that a direct family menab@ny employee can only be hired after the Comgiims Committee has reviewed the application oiractl family
member, has satisfied itself that the positiorajsnecessary, (b) has been adequately adverteesther applicants have been interviewed by namilfamanagers of tt
Company and (d) that the family member is the ngostlified for the position. Further, written appab from the chairman of the Compensation Committesst b
received along with an approved rate of pay bedorefamily members of any employees, officers oeatbrs can be employed and paid by the Company.

Policy of the Audit Committee

From time to time, we have entered into transastieith certain “related personsg’ category that generally includes executive officeirectors, and benefic
owners of five percent or more of the common staegld immediate family members of these personseatities in which one of these persons has a daettdirec
material interest. We refer to these transactwitts these related persons as “related party tdioges.” The Audit Committee is responsible for the reviewd approve
of each related party transaction exceeding $1808ithough, as a matter of policy, the Commiteéews and approves all such transactions regardiethe amoul
involved.
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The Audit Committee considers all relevant factehen determining whether to approve a proposetectlzarty transaction, including (without limitatio

« 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 relgierson; an
« whether the transaction involves the provision@dds or services to us that are available fromfiliadéd third parties

Implementation of the Policy
In determining whether to approve a proposed rélpgety transaction, the Committee must be readpsalisfied that
« The transaction likely will benefit, significantlg/l shareholders at large, even though it willMile a benefit to the related parties; i

« Goods or services of comparable quality either oaba obtained from third parties in time to méwt Compan’s needs, or can be obtained but at signific.
higher cost

In appropriate circumstances, the Committee maigtemlitside sources to obtain information aboutpbssibility of using third party vendorgbods and/or service
The policy has been followed by the Committee siz@@4.

Related Party Transactions

There was one related party transaction in 200&wivas approved by the Audit Committee:

Sale of Majority Position in Sutter Gold Mining, Inc.

Until August 2008, Sutter Gold Mining, Inc. (“SGN)|"a public company, was a majoribyvned subsidiary of U.S. Energy. Additional stegks owned by publ
shareholders, U.S. Energy, and by officers and sointiee directors of U.S. Energy. In August 208@, sold 39,062,720 common shares of SGMI (NBX*SGMI");
the shares (sold to RMB Resources Ltd. (“RMBY trustee for the Telluride Investment Trust fainG5.4 million) represented 49.9% of the outstagdihares «
SGMI. We retained an equity position of 3,550,36tares. In conjunction with the closing, we alsotipipated in a private placement of SGMI, by asing
4,545,455 units at Cdn. $0.11 per unit for totahC#500,000. Each unit was comprised of two shanelsa 24nonth warrant (each for one share at Cdn. $0.TB§
warrants we acquired cover an additional 2,272 5t28es of SGMI. As a result of the private placatneg.S. Energy owns the warrants plus 8,095,8Hesh U.<
Energy also retained a previously-owned 5% netitgrodyalty on SGMIS California gold project, which will be reducedad % net profits royalty on the project a
U.S. Energy receives an additional US $4.6 milfimm production.

SGMI has exploration properties in California anéxito. U.S. Energy continues to own a minorityiggposition in SGMI. U.S. Energy has no repreasoh or

SGMI's board of directors. Allen Winters continueséove as a director of SGMI, but Mr. Winters does represent U.S. Energy as a director of SGMI. éNohthe
U.S. Energy officers or other employees are officeremployees of SGMI.
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As of the date of this proxy statement, optionpucchase 1,525,000 shares of SGMI are held byevffiand directors of U.S. Energy; additional ogiare held £
U.S. Energy employees, and also by officers anectiirs of SGMI who are not affiliated with U.S. Egye The options held by U.S. Energy officers diréctors wer
issued in April 2005 and August 2006. Keith G.dar and Allen S. Winters are directors of U.S. Byend both had been directors of SGMI. Mr. Laraess
director of SGMI until August 2008, when he residrtbe position, but Mr. Winters continues as a SGléctor. Mr. Lorimer also served as CFO of SGil
December 2008. These individuals, together withdther officers and directors of U.S. Energy,exdlvely own less than 5% of SGMI outstanding comrstock, an
also hold options to buy SGMI stock (850,000 shasecisable until April 2010 at $0.28 per sha&f),000 at $0.30 per share until April 2011 and 6@6,shares un
August 2011 at $0.35 per share).

Proposal 2: Ratifian of the Appointment of Independent Auditors

The Board of Directors seeks shareholder ratificatif the Board's appointment of Hein & AssocidteR, certified public accountants, to act as thditaus of ou
financial statements for the year ending Decemtier2809. Hein & Associates LLP has audited ouarfitial statements for the year ended December®18. 2Th:
Board has not determined what action, if any, wdnddaken should the appointment of Hein & Assesidatl P not be ratified at the meeting.

On November 10, 2008, the Board of Directors diseisMoss Adams LLP (“MA”) as USE’independent accounting firm, and as of that sdawe, appointed He
& Associates LLP as the Comparyindependent accounting firm in accordance with iecommendations of the Audit Committee. Our A@bmmittee chart
mandates a review of the Compasyelationship with its independent accounting femery five years. Moss Adams (including its prsor firm) served as 1
independent firm for five years.

In the course of its review, the Audit Committe¢edmined that USE should change to a firm withipalar expertise in the minerals sector. Moss Asfaieport:
on our financial statements for 2006 and 2007 didoontain an adverse opinion or a disclaimer afiop, nor were the reports qualified or modifiesita uncertaint
audit scope, or accounting principles. In thesargethere were no disagreements with Moss Adamangnmatter of accounting principles or practidasancia
statement disclosure, or auditing scope or proagdunich disagreements, if no resolved to the feation of Moss Adams, would have caused it to makerence to tf
subject matter of the disagreements in connectitim tive reports. Moss Adams provided us with tefefaddressed to the SEC) stating that it agre#dour statemen
in this paragraph.

During the fiscal years ended December 31, 2006287 neither USE nor anyone acting on our behajaged Hein & Associates LLP either as our prirl
accountant or as an independent accountant to auwglgubsidiary. In addition, during that perioa subsequently through November 10, 2008, neltlst nor anyor
acting on our behalf consulted with Hein & Assoesat LP regarding :

(i) either: The application of accounting principl® a specified transaction, either completedropg@sed; or the type of audit opinion that mightréedered ¢
USE'’s financial statements, and either a written reporbral advice was provided to USE that Hein & éaates LLP concluded was an important fe
considered by USE in reaching a decision as tatieunting, auditing or financial reporting issae;

(ii) any matter that was either the subject of sagreement (as defined in the preceding paragragltha SEGS instructions related thereto as set forth in F
8-K), or a reportable event as described in papg894(a)1)(v) of Form 8-K.
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Principal Accounting Fees and Services

Hein & Associates LLP has been paid for fees amdcsss in 2008 as shown below. The prior accogntiom, Moss Adams, LLP, was paid the amounts shfow
2007.

Year Form Year
Ended 10Q Ended
Decembe Decembe
31, Reviews 31,
2008 2008 2007

Audit fees® $ 161,00 $ - $ 158,70
Audit related fee€) - 48,60C  33,40(
Tax fees® - -- -

All other feed® -- 25,20(

$ 161,00( $ 48,60( $ 217,30(

(@) Includes fees for audit of the annual financiatesteents and review of quarterly financial inforroatifiled with the Securities and Exchange Commi
("SEC").
(b) For assurance and related services that were raalyarelated to the performance of the audit orewwof the financial statements, which fees areimdtudec

in the Audit Fees categor

(c) For tax compliance, tax advice, and tax planningises, relating to federal and state tax retuseexessan
(d) For services in respect of other reports requioetktfiled by the SEC and other agenc

The Audit Committee approves the terms of engagérefore we engage the audit firm for audit and-aadit services, except as to engagements for s«
outside the scope of the original terms, in whigstances the services have been provided pursugmeapproval policies and procedures, established byAtidii
Committee. These prapproval policies and procedures are detailed athéocategory of service and the Audit Committeeképt informed of each serv
provided. These policies and procedures, and thek wperformed pursuant thereto, do not include aejegation to management of the Audit Commit
responsibilities under the Securities ExchangeoAd934.

The percentage of services provided for Audit-Reldtees, Tax Fees and All Other Fees for 2008 @@d are as follows:

Hein & Associates LLF Moss Adams LLF
Year Endec Form 10Q Year Endec
December 31 Reviews December 31

2008 2008 2007
Audit fees 100.0% 0.0% 73.0%
Audit related fee 0.0% 100.0% 15.4%
Tax fees 0.0% 0.0% 0.0%
All other fees 0.0% 0.0% 11.6%
100.0% 100.0% 100.0%
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Relationship with Independent Accountants

Hein & Associates LLP has audited the Company‘aniiiel statements for the twelve months ended Dbeer®l1, 2008. A representative will be preserthe
meeting in person or by telephone to respond toogpjate questions, and will be provided the opjaty to make a statement at the meeting. Theve ha&en n
disagreements between the Company and Hein & AstssclLP concerning any matter of accounting ppiesi or practices, financial statement disclosareuditing
scope or procedure, which were not resolved ta#tisfaction of that firm.

Report of the Audit Committee

Note: Notwithstanding anything to the contrary athise set forth in any of the Compasyilings under the Securities act of 1933 or teeusities Exchange Act
1923, that might incorporate other filings (incladi this proxy statement) with the Securities andhBrge Commission, the following Report of the AGdmmitte
shall not be deemed to be incorporated by referémoeany other such fillings.

Management is responsible for the preparation @Qbmpanys financial statements, and the reporting proassyell as maintaining effective internal contreér
financial reporting and assessing the effectiverméghe controls. Hein & Associates LLP is respblesfor auditing the annual financial statemerid axpressing ¢
opinion as to whether they are presented fairlyallrmaterial respects, in conformity with accougtiprinciples generally accepted in the United &3tafThe Aud
Committee is responsible for, among other thingsiewing and selecting the independent registetdtigpaccounting firm, reviewing our annual andcenn financia
statements, and pre-approving all engagementdedtat fees for audit services.

In performing its oversight functions in connectiwith the Companyg financial statements as of and for the year efmbmber 31, 2008, the Audit Commi
has

. Reviewed and discussed the audited finastééments with management and Hein & Associatd? liricluding the quality of the accounting prineig
and the reasonableness of significant judgment®rimathe preparation of the financial statements;

. Discussed with Hein & Associates LLP those mattequired to be discussed by the Statement ontiAgdstandards No. 114, of the Auditing Standards
Board of the American Institute of Certified Pubfccountants;

. Received written disclosures from Hein & Assoesalt LP regarding their independence as requiretidoyPCAOB; and
. Reviewed and approved the services provided by &é\ssociates LLP.
Based upon the foregoing reports and discussiomkssabject to the limitations on the roles and oespbilities of the Audit Committee referred toiis charter, th
Audit Committee recommended to the Board of dinestand the Board of Directors has approved, tatGompanys audited financial statements be included it
Company’s Annual Report on Form KkDfor the year ended December 31, 2008, as filgtl thie Securities and Exchange Commission on Mag;t2009. The Auc

Committee recommended that the Board of Directpps@ve the Committes’selection of Hein & Associates LLP as the indejeen registered public accounting f
for 2009. See Proposal Two above.
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Copies of Our Form 10-K
Promptly upon receiving a request from any shaadolwithout charge we will send to the requesteppy of our Annual Report on Form XOfor the twelve

months ended December 31, 2008, with exhibitsiled With the Securities and Exchange CommissiBlease address your request to Steven R. Younglemetan
at U.S. Energy Corp., 877 North 8th West, Riveridlyoming 82501. You also may call or fax Mr. Yolager at T 307.856.9271, F 307.857.3050.
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PROXY
U.S. ENERGY CORP.
PROXY

KNOW ALL PERSONS: That the undersigned sharehoéfdd.S. Energy Corp. (the "Company") in the amonotted below, hereby constitutes and appoints M
Mark J. Larsen and Robert Scott Lorimer, or eitbfethem with full power of substitution, as attoyseand proxies, to appear, attend and vote ali@®fshares of sto
standing in the name of the undersigned at the AhWeeting of the Company's shareholders to be aelthe Company's Offices at 877 North 8th WesteRon
Wyoming 82501 orfriday, June 26, 2009 at 10:00 a.m.ocal time, or at any adjournments thereof uporféfiewing:

THE PROXIES WILL VOTE: (1) AS YOU SPECIFY ON THIS CARD; (2) AS THE BOARD OF DIRECTORS RECOMMENDS WHER E YOU DO NOT
SPECIFY YOUR VOTE ON A MATTER LISTED ON THIS CARD, AND (3) AS THE PROXIES DECIDE ON ANY OTHER MATTER.

The Board of Directors Recommends You Vote in Favoof the Nominees Keith G. Larsen and Allen S. Wints, and in Favor the Selection of Independe!
Auditors.

If you wish to vote on all matters as the Boardegctor recommends, please sign, date and refisrcard. If you wish to vote on items individyalplease also ma
the appropriate boxes below.

INSTRUCTION: Mark only one box for each line item.

1. Election of Directors:
[JFOR the nomine WITHHOLD
Keith G. Larser ] Keith G. Larser ]
[JFOR the nomine WITHHOLD
Allen S. Winters ] Allen S. Winters ]

IN THE VOTING FOR DIRECTORS, YOU HAVE THE OPTION: To vote for some nominees(s), but withhold froating for other nominee(s). To do so,
check the FOR box, and (2) draw a line through rihene of the nominee(s) you want to withhold frohm withhold from voting for all nhominees, check
WITHHOLD box and do not draw a line through any mam
OR,
To vote for nominees by cumulating your votes,dallithese steps: (1) check the FOR box; (2) myltipé number of shares you hold times 2; and () gine numbe
of votes you want to cast on the line underneathéanominee(s) you want to vote for, and drawa through the nominee(s) you do not want to vote ¥ou may ca:
your votes for one nominee, or you may distributeiryvotes among the nominees as you wish. Thé votas cast must equal the total number of sharashptd
multiplied by 2.
2. Ratification of appointment of Hein & Associates LLP as independent auditors for the current fiscal yar .

(10 FOR the appointmentd  AGAINST the appointment 0  ABSTAIN

3. In their discretion, the Proxies anéharized to vote upon such other business as mmpefdy come before the Meeting.
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PROXY
U.S. ENERGY CORP.
PROXY

THIS PROXY IS SOLICITED BY THE BOARD OF DIRECTORS. THE SHARES REPRESENTED HEREBY WILL BE VOTED AS PROVIDED ON THE
REVERSE SIDE.

Sign your name exactly as it appears on the mali¢ihgl below. It is important to return this Prgxyperly signed in order to exercise your rightate, if you di
not attend in person. When signing as an attoresgutor, administrator, trustee, guardian, cagoofficer, etc., indicate your full title as such

(Sign on this line - joint holders may sign appiataly)

[ 1
(Date) uiNber of Shares)
PLEASE NOTE: Please sign, date and place this Pioxjne enclosed seHddressed, postage preg
envelope and deposit it in the mail as soon asifgess
Please check if you are planning to attend the ingp&l
L ]

If the address on the mailing label is not corrpletase provide the correct address in the follgveipace.
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