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the registrant under any of the following provisions (see General Instruction A.2):
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Section 8: Other Events.

Item 8.01. Other Events.

On October 13, U.S. Energy Corp. (“USE”) notified the board of directors of Crested Corp. that USE has established a
special committee to evaluate whether, and if so how, USE might offer to acquire the common stock of Crested (29%)
not owned by USE (which now owns 71% of Crested). The special committee is comprised of H. Russell Fraser and
Michael Anderson, current independent directors.

The special committee is evaluating what price, and other terms, may be appropriate for USE to offer. Crested has
established a special committee, which will determine if an offer, and the terms of an offer, by USE (when and if
made) would be fair to the Crested minority shareholders.

If USE’s board of directors, acting on the recommendation of the USE special committee, should make an offer for
USE to acquire the minority shares of Crested, the Crested special committee will determine if the offer, and its terms
(when and if USE makes an offer) would be fair to the Crested minority shareholders.

The special committee has retained Navigant Capital Advisors, LLC as its financial advisor to provide an opinion on
the fairness, to USE, of such offer as USE may make to Crested.

Please note that USE has not and may not in the future make an offer to Crested, and if it does make an offer, Crested
may not accept such an offer. In any event, no prediction is made whether or not an offer will be made by USE to
acquire the Crested minority shares, or if made, whether that offer would be recommended by the Crested board of
directors to the minority shareholders for approval.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

U.S. ENERGY CORP.

Dated: November 2, 2006 By: /s/ Keith G. Larsen
Keith G. Larsen, CEO
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