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Shares issued to the Reporting Person under the USEG 2001 Stock Compensation Plan. The issuance of these shares is for the funding
obligation under the plan for the second quarter of the calendar year ending December 31, 2006. The Issuer has agreed under the terms of
the Plan to pay all taxes due. The Reporting Person has agreed not to sell these shares to the market or pledge them on obligations until
after his (i) retirement; (ii) total disability or (iii) in the case of the death of the Reporting Person his estate may sell the shares of stock.

(1)

(2) Includes 145,642 shares held directly by the Reporting Person.

Includes 15,120 shares issued under the Restricted Stock Bonus Plan and 60,000 under the 1996 Stock Award program which are subject
to forfeiture by the Reporting Person. Shares issued under the 1996 Stock Award program vest over a 5-year period at the rate of 20% per
year, The forfeitable shares issued under both plans are deemed 'earned out' by the Reporting Person: (i) if he is continuously employed
by USEG until he retires; (ii) if he becomes disabled; (iii) upon his death, or (iv) if the shares are claimed within three years following the
occurrence of (i) (ii) (iii). The treasurer of USEG holds the shares in trust for the benefit of the Reporting Person, while non-employee
directors of USEG exercise shared voting and dispositive rights over all forfeitable shares. Distributions to the Reporting Person will not
be separately reported. The acquisitions of the shares by the Reporting Person from both the Bonus Plan and the Award Program are
exempt under Rule 16b-3.

3

Includes 512,359 shares held by Crested Corp. (Crested), a majority-owned subsidiary of USEG. The Reporting Person is an Officer
(4) and/or Director of both USEG and Crested and is not a controlling shareholder and does not have or share investment controll over these
shares, and therefore does not have a pecuniary interest in the USEG shares held by Crested, under rule 16a-1(a)(2)(iii).

Includes 175,000 shares held by Sutter Gold Mining Company (SGMC), a subsidiary of USEG. The Reporting Person is an Officer
(5) and/or Director of both USEG and SGMC and is not a controlling shareholder and does not have or share investment controll over these
shares, and therefore does not have a pecuniary interest in the USEG shares held by SGMC, under rule 16a-1(a)(2)(iii).

Includes 125,556 shares held by Plateau Resources Limited (Plateau), a wholly owned subsidiary of USEG. The Reporting Person is an
(6) Officer and/or Director of both USEG and Plateau and is not a controlling shareholder and does not have or share investment controll
over these shares, and therefore does not have a pecuniary interest in the USEG shares held by Plateau, under rule 16a-1(a)(2)(iii).

Includes shares held in the U.S. Energy Corp. Employee Stock Ownership Plan (the 'ESOP') in an account established for the benefit of
(7) the Reporting Person. Subsequent to the final year end close the number of shares issued to the Reporting Person's ESOP account may be
adjusted.

(8) Includes stock options granted under the Issuer's 1998 Incentive Stock Option Plan and exempt under Rule 16b-3.

(9) Includes stock options granted under the Issuer's 2001 Incentive Stock Option Plan and exempt under Rule 16b-3.

Note: File three copies of this Form, one of which must be manually signed. If space is insufficient, see Instruction 6 for procedure.
Potential persons who are to respond to the collection of information contained in this form are not required to respond unless the form displays
a currently valid OMB number.
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