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Up to $2,500,000

COMMON STOCK

U.S. Energy Corp. (the “Company’’) has entered into a common stock sales agreement (the “Sales Agreement”) with
Northland Securities, Inc. (“Northland”), as our sales agent, relating to shares of our common stock, par value $0.01 per
share (the “Common Stock™), offered by this prospectus supplement and the accompanying prospectus. In accordance
with the terms of the Sales Agreement, we may offer and sell up to an aggregate of $2,500,000 of our Common Stock
from time to time through or to Northland.

Our Common Stock is listed on The NASDAQ Capital Market under the symbol “USEG.” On January 4, 2018, the last
reported sales price per share of our Common Stock on The NASDAQ Capital Market was $1.62.

The aggregate market value of our outstanding Common Stock held by non-affiliates as of the date of this prospectus
is $9,753,102, based on 5,983,498 shares of outstanding Common Stock held by non-affiliates as of January 5, 2018,
and a per share price of $1.63, based on the closing sale price of our Common Stock on January 2, 2018 (a date within
60 days of the date hereof). Pursuant to General Instruction I.B.6 of Form S-3, in no event will we sell securities
registered on the registration statement of which this prospectus is a part in a public primary offering with a value
exceeding more than one-third of our public float in any 12-month period if our public float, measured in accordance
with such instruction, remains below $75.0 million. As of the date of this prospectus supplement, we have sold $0.00
of securities pursuant to General Instruction I.B.6 of Form S-3 during the 12 calendar months prior to and including
the date of this prospectus.

Sales of our Common Stock, if any, under this prospectus supplement and the accompanying prospectus may be made
in sales deemed to be “at the market offerings” as defined in Rule 415 promulgated under the Securities Act of 1933, as
amended (the “Securities Act”), including sales made directly on or through The NASDAQ Capital Market, the existing
trading market for our Common Stock, sales made other than on an exchange or otherwise, in negotiated transactions

at market prices prevailing at the time of sale or at prices related to such prevailing market prices, and/or any other
method permitted by law. Northland is not required to sell any specific number or dollar amount of securities, but will
act as a sales agent using commercially reasonable efforts consistent with its normal trading and sales practices, or on
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mutually agreed terms between Northland and the Company. There is no arrangement for funds to be received in any
escrow, trust or similar arrangement.

The compensation to Northland for sales of Common Stock sold pursuant to the Sales Agreement will be an amount
equal to 3.0% of the gross proceeds of any shares of Common Stock sold under the Sales Agreement. Under the terms
of the Sales Agreement, we may also sell our Common Stock to Northland as principal at prices agreed upon at the
time of sale. In connection with the sale of the Common Stock on our behalf, Northland may be deemed to be an
“underwriter” within the meaning of the Securities Act, and the compensation of Northland may be deemed to be
underwriting commissions or discounts. We have also agreed to provide indemnification and contribution to
Northland with respect to certain liabilities, including liabilities under the Securities Act or the Securities Exchange
Act of 1934, as amended (the “Exchange Act”).

Investing in our Common Stock involves a high degree of risk. You should review carefully the risks and
uncertainties described in the section titled ‘“‘Risk Factors” on page S-3 of this prospectus supplement and the
documents incorporated by reference herein and the accompanying prospectus.

Neither the Securities and Exchange Commission (the “SEC”’) nor any other regulatory body has approved or
disapproved of these securities or determined if this prospectus supplement or the prospectus to which it
relates is truthful or complete. Any representation to the contrary is a criminal offense.

Northland Capital Markets

Prospectus supplement dated January 5, 2018



Edgar Filing: US ENERGY CORP - Form 424B5

TABLE OF CONTENTS

Prospectus Supplement

About This Prospectus Supplement S-i
Special Note Regarding Forward-L.ooking Statements S-ii
Prospectus Supplement Summary S-1
The Offering S-2
Risk Factors S-3
Use of Proceeds S-7
Dilution S-8
Plan of Distribution S-9
Legal Matters S-10
Experts S-10
Where You Can Find More Information S-10

Incorporation of Certain Information by Reference S-10

Prospectus

Prospectus Summary

The Company

Risk Factors

Cautionary Statement Regarding Forward-Looking Statements
Ratio of Earnings to Fixed Charges

Use of Proceeds

Description of Capital Stock

Description of Depositary Shares
Description of Debt Securities

Description of Warrants 17
Description of Units 18

Description of Rights 18
Plan of Distribution 19

Legal Matters 20

Experts 20
Where You Can Find More Information 20

Incorporation of Certain Information by Reference 21

(o) R SN S N S e

oo




Edgar Filing: US ENERGY CORP - Form 424B5

ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is this prospectus supplement, which describes the specific terms of this
Common Stock offering and also adds to and updates information contained in the accompanying prospectus and the
documents incorporated by reference herein and therein. The second part, the accompanying prospectus, provides
more general information. This prospectus supplement and the accompanying prospectus are part of a “shelf”
registration statement on Form S-3, Registration File No. 333-204350, which was declared effective by the SEC on
July 29, 2015. Since the accompanying prospectus provides general information about us and the securities we may
offer from time to time, some of the information may not apply to this offering. This prospectus supplement describes
the specific details regarding this offering. Generally, when we refer to this prospectus, we are referring to both parts
of this document combined. To the extent there is a conflict between the information contained in this prospectus
supplement and the information contained in the accompanying prospectus or any document incorporated by reference
herein or therein filed prior to the date of this prospectus supplement, you should rely on the information in this
prospectus supplement. You should also read and consider the information in the documents to which we have
referred you in the sections entitled “Where You Can Find More Information” and “Incorporation of Certain Information
by Reference” in this prospectus supplement and in the accompanying prospectus. The information incorporated by
reference is considered part of this prospectus supplement and the accompanying prospectus, and information we later
file with the SEC may automatically update and supersede this information.

You should rely only on the information contained or incorporated by reference in this prospectus supplement and the
accompanying prospectus and any written communication from us or Northland specifying the final terms of any
offering. We have not authorized anyone else to provide you with additional or different information. If anyone
provides you with additional or different information, you should not rely on it. This prospectus supplement and the
accompanying prospectus do not constitute an offer to sell, or a solicitation of an offer to purchase, the securities
offered by this prospectus supplement and the accompanying prospectus in any jurisdiction to or from any person to
whom or from whom it is unlawful to make such offer or solicitation of an offer in such jurisdiction. The information
contained in this prospectus supplement or the accompanying prospectus, or incorporated by reference herein or
therein, is accurate only as of the respective dates thereof, regardless of the time of delivery of this prospectus
supplement and the accompanying prospectus or of any sale of our Common Stock.

LR N3 9 ¢ 29 ¢

Unless the context otherwise requires, all references to “U.S. Energy,” “we,” “us,” “our,” “company” or “Company” in this
prospectus supplement refer to U.S. Energy Corp., a Wyoming corporation, and its subsidiaries, and their respective
predecessor entities for the applicable periods, considered as a single enterprise.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus supplement, the accompanying prospectus and the documents incorporated by reference into this
prospectus supplement and the accompanying prospectus contain “forward-looking statements” within the meaning of
Section 27A of the Securities Act and Section 21E of the Exchange Act. Forward-looking statements can be identified

by words such as “anticipate,” “expect,” “intend,” “plan,” “believe,” “seek,” “estimate,” “project,” “goal,” “strategy,” “future,”
“should,” “will” and variations of these words and similar references to future periods, although not all forward-looking
statements contain these identifying words. Forward-looking statements are neither historical facts nor assurances of
future performance. Instead, they are based on our current beliefs, expectations and assumptions regarding the future

of our business, future plans and strategies, projections, anticipated events and trends, the economy and other future
conditions. Because forward-looking statements relate to the future, they are subject to inherent risks, uncertainties

and changes in circumstances, including but not limited to risk factors incorporated by reference under “Item 1A. Risk
Factors” to Part I of our annual report on Form 10-K, as amended, as of and for the fiscal year ended December 31,

2016, and other factors described elsewhere in this prospectus supplement and the accompanying prospectus or in our
current and future filings with the SEC. As a result, our actual results may differ materially from those expressed or
forecasted in the forward-looking statements, and you should not rely on such forward-looking statements. You

should carefully read this prospectus supplement and the accompanying prospectus, together with the information
incorporated by reference in this prospectus supplement and the accompanying prospectus as described under the

sections titled “Where You Can Find More Information” and “Incorporation of Certain Information by Reference” in each
document, completely and with the understanding that our actual future results may be materially different from what

we expect. We can give no assurances that any of the events anticipated by the forward-looking statements will occur

or, if any of them do, what impact they will have on our results of operations and financial condition.

EEINT3 29 ¢ 99 ¢

These forward-looking statements involve risk and uncertainties. Important factors that could cause actual results to
differ materially from our expectations include, but are not limited to, the following risk and uncertainties:

uncertainty regarding our future operating results;

risks related to the failure to obtain adequate financing on a timely basis and on acceptable terms;

oil, natural gas liquids (“NGLs”) and natural gas prices;

overall United States and global economic and financial markets conditions;

domestic and foreign demand and supply for oil, NGLs, natural gas and the products derived from these
hydrocarbons;

the willingness and ability of the Organization of Petroleum Exporting Countries to set and maintain oil price and
production controls;

our ability to maintain a sound financial position;

our cash flow and liquidity;

the effects of government regulation and permitting and other legal requirements, including law or regulations that
could restrict or prohibit hydraulic fracturing;

disruption to credit and capital markets;

disruptions to capacity constraints in or limitations on the pipeline systems that deliver our oil, NGLs and natural gas
and other processing and transportation considerations;

our ability to successfully market oil, NGLs and natural gas;
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high costs, shortages, delivery delays or unavailability of drilling and completion equipment, material, labor or other
services;

profitability of drilling locations;

interpretation of 3-D seismic data;

our ability to replace our oil, NGL and natural gas reserves;

our ability to retain and attract key personnel;

our business strategy;

development of our current asset base or property acquisitions; and

future oil and gas production rates and/or the ultimate recoverability of reserves falling below estimates.

Any forward-looking statement made by us in this prospectus supplement, the accompanying prospectus and the
documents incorporated by reference into this prospectus supplement and the accompanying prospectus is based only
on information currently available to us and speaks only as of the date on which it is made. We undertake no
obligation to publicly update any forward-looking statement, whether as a result of new information, future
developments or otherwise. However, you should carefully review the risk factors set forth in other reports or
documents we file from time to time with the SEC.
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights certain information about us, this offering and information contained elsewhere in this
prospectus supplement, in the accompanying prospectus or in documents incorporated by reference herein and
therein. This summary does not contain all of the information that you should consider before making a decision to
invest in our Common Stock. This prospectus supplement and the accompanying prospectus include or incorporate by
reference information about this offering, our business and our financial and operating data. You should carefully
read the entire prospectus supplement, the accompanying prospectus, including the sections titled “Risk Factors”
included herein and therein, and the documents incorporated by reference into this prospectus supplement and the
accompanying prospectus, before making a decision to invest in our Common Stock.

U.S. Energy Corp.

U.S. Energy Corp. is a Wyoming corporation organized in 1966. We are an independent energy company focused on
the acquisition and development of oil and gas producing properties in the continental United States. Our business
activities are currently focused in South Texas and the Williston Basin in North Dakota. However, we do not intend to
limit our focus to these geographic areas. We continue to focus on increasing production, reserves, revenues and cash
flow from operations while managing our level of debt.

We have historically explored for and produced oil and gas through a non-operator business model. As a non-operator,
we rely on our operating partners to propose, permit, drill, complete and produce oil and gas wells. Before a well is
drilled, the operator provides all oil and gas interest owners in the designated well the opportunity to participate in the
drilling and completion costs and revenues of the well on a pro-rata basis. Our operating partners also produce,
transport, market and account for all oil and gas production.

We believe that additional value can be generated if we have the ability to operate oil and gas properties because
operatorship will allow us to control drilling and production timing, capital costs and future planning of operations.
We plan to look for opportunities to operate our own wells in the future through acquisition of new oil and gas
properties and/or by consolidating ownership in and around the areas in which we currently participate. We believe
the current price climate will make opportunities available for us to acquire and/or develop operated properties, and
our objective is to eventually operate the properties which comprise the majority of our production.

Corporate Information
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U.S. Energy Corp. was incorporated in the State of Wyoming on January 26, 1966. Our principal offices are located at
950 S. Cherry St., Suite 1515, Denver, Colorado 80246. Our telephone number is (303) 993-3200. Our Internet
address is www.usnrg.com. None of the information on our website forms a part of, or is incorporated by reference
into, this prospectus supplement or the accompanying prospectus.

S-1
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The Offering

Issuer
U.S. Energy Corp., a Wyoming corporation

Common
Stock offered Shares of our Common Stock having an aggregate offering price of up to $2,500,000.
by us

“At the market offering” that may be made from time to time through our sales agent, Northland. We also

may sell shares of our Common Stock to Northland, as principal for its own account, at a price per
Manner of share agreed upon at the time of sale. If we sell shares of our Common Stock to Northland, as principal,
Offering we will enter into a separate terms agreement with Northland setting forth the terms of such

transaction, and we will describe the agreement in a separate prospectus supplement or pricing

supplement. See “Plan of Distribution” beginning on page S-9.

We intend to use the net proceeds, if any, from this offering for working capital and general corporate
Use of purposes, which may include the Company’s share of capital expenditures on new wells drilled on the
proceeds Company’s existing acreage. Our management will have broad discretion in the application of net
proceeds, if any. See “Use of Proceeds” on page S-7.

An investment in our Common Stock involves a high degree of risk. Please refer to the sections titled
“Risk Factors” and “Special Note Regarding Forward-Looking Statements” and other information included

Risk Factors . e .
or incorporated by reference in this prospectus supplement and the accompanying prospectus for a
discussion of factors you should carefully consider before investing in our Common Stock.

NASDAQ

Capital « ’s

Market USEG

Symbol
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RISK FACTORS

An investment in our Common Stock involves a high degree of risk and uncertainty. Before you make a decision to
invest in our Common Stock, you should consider carefully the risks described below, as well as the risks described in
or incorporated by reference in this prospectus supplement and the accompanying prospectus, including the risks and
uncertainties discussed under the section titled “Risk Factors” in our most recent annual report on Form 10-K, as
amended, and our subsequent quarterly reports on Form 10-Q and current reports on Form 8-K, and all other
documents incorporated by reference into this prospectus supplement and the accompanying prospectus, as updated
by our subsequent filings under the Exchange Act. Any of these risks could have a material adverse effect on our
business, prospects, financial condition and results of operations. In any such case, the trading price of our securities
could decline and you could lose all or part of your investment. Additional risks not presently known to us or that we
currently deem immaterial may also adversely affect our business operations.

Risks Related to Our Common Stock and This Offering

We have issued shares of Series A Preferred Stock with rights superior to those of our Common Stock.

Our articles of incorporation authorize the issuance of up to 100,000 shares of preferred stock, $0.01 par value. Shares
of preferred stock may be issued with such dividend, liquidation, voting and conversion features as may be determined
by the Board of Directors without shareholder approval. Pursuant to this authority, in February 2016 we approved the
designation of 50,000 shares of Series A Convertible Preferred Stock (“Series A Preferred”) in connection with the
disposition of our mining segment.

The Series A Preferred accrues dividends at a rate of 12.25% per annum of the Adjusted Liquidation Preference; such
dividends are not payable in cash but are accrued and compounded quarterly in arrears. The “Adjusted Liquidation
Preference” is initially $40 per share of Series A Preferred for an aggregate of $2.0 million, with increases each quarter
by the accrued quarterly dividend (an aggregate of $2.45 million as of September 30, 2017). The Series A Preferred is
senior to other classes or series of shares of the Company with respect to dividend rights and rights upon liquidation.
No dividend or distribution will be declared or paid on our Common Stock, (i) unless approved by the holders of
Series A Preferred and (ii) unless and until a like dividend has been declared and paid on the Series A Preferred on an
as-converted basis.

At the option of the holder, each share of Series A Preferred may initially be converted into 13.33 shares of our
Common Stock (the “Conversion Rate”) for an aggregate of 666,667 shares. The Conversion Rate is subject to
anti-dilution adjustments for stock splits, stock dividends and certain reorganization events and to price-based
anti-dilution protections. Each share of Series A Preferred will be convertible into a number of shares of Common
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Stock equal to the ratio of the initial conversion value to the conversion value as adjusted for accumulated dividends
multiplied by the Conversion Rate. In no event will the aggregate number of shares of Common Stock issued upon
conversion be greater than 793,349 shares. The Series A Preferred will generally not vote with our Common Stock on
an as-converted basis on matters put before our shareholders. The holders of the Series A Preferred have the right to
require us to repurchase the Series A Preferred in connection with a change of control. The dividend, liquidation and
other rights provided to holders of the Series A Preferred will make it more difficult for holders of Common Stock to
realize value from their investment.

S-3
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We do not intend to declare dividends on our Common Stock.

We do not intend to declare dividends on our Common Stock in the foreseeable future. Under the terms of our Series
A Preferred Stock, we are prohibited from paying dividends on our Common Stock without the approval of the
holders of the Series A Preferred Stock. Accordingly, our common shareholders must look solely to increases in the
price of our Common Stock to realize a gain on their investment, and this may not occur.

We could implement take-over defense mechanisms that could discourage some advantageous transactions.

Certain provisions of our governing documents and applicable law could have anti-takeover effects. For example, we
are subject to a number of provisions of the Wyoming Management Stability Act, an anti-takeover statute, and have a
classified or “staggered” board. We could implement additional anti-takeover defenses in the future. These existing or
future defenses could prevent or discourage a potential transaction in which shareholders would receive a takeover
price in excess of then-current market values, even if a majority of the shareholders support such a transaction.

Our stock price likely will continue to be volatile.

Our stock is traded on The Nasdaq Capital Market. In the two years ended December 31, 2017, our Common Stock
has traded as high as $2.70 per share and as low as $0.64 per share. We expect our Common Stock will continue to be
subject to fluctuations as a result of a variety of factors, including factors beyond our control. These factors include:

price volatility in the oil and gas commodities markets;

variations in our drilling, recompletion and operating activity;

relatively small amounts of our Common Stock trading on any given day;

additions or departures of key personnel;

legislative and regulatory changes; and

changes in the national and global economic outlook.
The stock market has experienced significant price and volume fluctuations, and oil and gas prices have declined
significantly over the prior three years. These fluctuations have particularly affected the market prices of securities of

12
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oil and gas companies like ours.

Our results of operations fluctuate significantly and are difficult to predict, and any failure to meet investor or
analyst expectations could cause the price of our Common Stock to decline.

Our operating results have fluctuated significantly in the past, and we expect they will continue to fluctuate from
quarter-to-quarter and year-to-year in the future due to a variety of factors, many of which are beyond our control.

Factors relating to our business that may contribute to these quarterly and annual fluctuations include, among others,

the other risk factors described in this prospectus supplement. Due to the various factors described herein and others
the results of any prior quarterly or annual periods should not be relied upon as an indication of our future operating
performance. If our quarterly results of operations fall below the expectations of securities analysts or investors, the
price of our Common Stock could decline substantially. As a result of the significant fluctuations of our operating

’

results in prior periods, period-to-period comparisons of our operating results may not be meaningful and investors in

our Common Stock should not rely on these comparisons.

S-4

13



Edgar Filing: US ENERGY CORP - Form 424B5

If securities or industry analysts issue an adverse opinion regarding our stock, our stock price and trading volume
could decline.

The trading market for our Common Stock is influenced by the research and reports that securities or industry analysts
may publish about us, our business, our market or our competitors. We currently have limited research coverage by
securities and industry analysts. If any of the analysts who may cover us change their recommendation regarding our
Common Stock adversely, or provide more favorable relative recommendations about our competitors, the trading
price of our Common Stock would likely decline. If any analyst who may cover us were to cease coverage of our
Company or fail or to regularly publish reports on us, we could lose visibility in the financial markets, which in turn
could cause the trading price of our Common Stock or trading volume to decline.

If our Common Stock is delisted from The NASDAQ Capital Market, its liquidity and value could be reduced.

In order for us to maintain the listing of our shares of Common Stock on The NASDAQ Capital Market, our Common
Stock must maintain a minimum bid price of $1.00 as set forth in NASDAQ Marketplace Rule 5550(a)(2). If the
closing bid price of the Common Stock is below $1.00 for 30 consecutive trading days, then the closing bid price of
the Common Stock must be $1.00 or more for 10 consecutive trading days during a 180-day grace period to regain
compliance with the rule. We cannot guarantee that we will be able to remain in compliance with the minimum price
requirement within the grace period or satisfy other continued listing requirements. If our Common Stock is delisted
from trading on The NASDAQ Capital Market, it may be eligible for trading over the counter, but the delisting of our
Common Stock from NASDAQ could adversely impact the liquidity and value of our Common Stock.

Management will have broad discretion as to the use of the proceeds from this offering, and we may not use the
proceeds effectively.

Our management will have broad discretion over the use of any proceeds from this offering. We intend to use the net
proceeds, if any, from this offering for working capital and general corporate purposes, which may include, among
other things, repayment or refinancing of outstanding debt, capital expenditures, acquisitions, investments and other
business opportunities. Our management will have considerable discretion in the application of the net proceeds, and
you will not have the opportunity, as part of your investment decision, to assess whether the proceeds are being used
appropriately. The net proceeds may be used for corporate purposes that do not increase our operating results or
enhance the value of our Common Stock.

You may experience immediate and substantial dilution in the net tangible book value per share of the Common
Stock you purchase.

14
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Because the price per share of our Common Stock sold in this offering may be substantially higher than the net
tangible book value per share of our Common Stock, you may suffer substantial dilution in the net tangible book value
of the Common Stock you purchase in this offering. Assuming an aggregate of 1,533,742 shares offered at $1.63 per
share of Common Stock, the last reported sale price of our Common Stock on The NASDAQ Capital Market on
January 2, 2018, for aggregate gross proceeds of $2,500,000, and after deducting commissions and estimated offering
expenses payable by us, you would experience immediate dilution of $0.95 per share, representing the difference
between our adjusted net tangible book value per share as of September 30, 2017 after giving effect to this offering
and the assumed offering price. If we sell shares of our Common Stock in this offering at a price per share greater than
our net tangible book value, it will result in dilution of your investment. See the section entitled “Dilution” below for a
more detailed illustration of the dilution you may incur if you participate in this offering. Because the sales of the
shares offered hereby will be made directly into the market or in negotiated transactions, the prices at which we sell
these shares will vary and these variations may be significant. Purchasers of the shares we sell, as well as our existing
shareholders, will experience dilution if we sell shares at prices below the price at which they invested.

S-5
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You may experience future dilution as a result of future equity offerings.

In order to raise additional capital, we may in the future offer additional shares of our Common Stock or other
securities convertible into or exchangeable for our Common Stock. We cannot assure you that we will be able to sell
shares or other securities in any other offering at a price per share that is equal to or greater than the price per share
paid by investors in this offering, and investors purchasing our shares or other securities in the future could have rights
superior to existing shareholders. The price per share at which we sell additional shares of our Common Stock or
securities convertible into or exchangeable for our Common Stock in future transactions may be higher or lower than
the price per share in this offering.

The owner of our Credit Facility has substantial voting power on matters submitted to a vote of shareholders.

On December 29, 2017, we issued 5,819,270 shares of our Common Stock to APEG as part of a reduction of the
balance of our Credit Facility. The shares of our Common Stock beneficially owned by APEG represent
approximately 49.3% of the voting power of our Common Stock. While we entered into a Standstill Agreement with
APEG, which requires APEG to vote its shares in proportion with the non-APEG shareholders on all matters and
restricts APEG’s ability to acquire additional shares of our Common Stock, seek representation on our board of
directors or otherwise control our management, board of directors or policies, this Standstill Agreement is only in
effect for one year from the date of issuance.

Because APEG owns a significant percentage of our voting power, it may have considerable influence in determining
the outcome of any corporate transaction or other matter submitted to our shareholders for approval, including the
election of directors and approval of mergers, consolidations and the sale of all or substantially all of our assets. In
addition, the ownership by APEG of a substantial percentage of our total voting power could make it more difficult
and expensive for a third party to pursue a change of control of our Company, even if a change of control would
generally be beneficial to our shareholders.

S-6
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USE OF PROCEEDS

The amount of proceeds from this offering will depend upon the number of shares of our Common Stock sold and the
market price at which they are sold. There can be no assurance that we will be able to sell any shares under or fully
utilize the Sales Agreement as a source of financing. We intend to use the net proceeds, if any, from this offering for
working capital and general corporate purposes, which may include the Company’s share of capital expenditures on
new wells drilled on the Company’s existing acreage. As of the date of this prospectus supplement, we cannot specify
with certainty all of the particular uses for the net proceeds we will have upon completion of this offering.
Accordingly, our management will have broad discretion in the application of net proceeds, if any. Pending the uses
described above, we plan to invest the net proceeds from this offering in cash or cash equivalents.

S-7
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DILUTION

If you invest in our Common Stock, your interest will be diluted to the extent of the difference between the public
offering price per share you pay in this offering and the net tangible book value per share of our Common Stock
immediately after this offering.

Net tangible book value per share is determined by subtracting our total liabilities from our total tangible assets, which
is total assets less intangible assets, and dividing this amount by the number of shares of Common Stock outstanding.
The historical net tangible book value of our Common Stock, as of the quarterly period ended September 30, 2017,
was approximately $2.8 million, or $0.47 per share, based on 5,983,498 shares of our Common Stock outstanding as
reported in our Form 10-Q filing on November 14, 2017 for the quarterly period ended September 30, 2017. Dilution
in net tangible book value per share represents the difference between the amount per share paid by purchasers of
shares of Common Stock in this offering and the net tangible book value per share of our Common Stock immediately
after this offering.

After giving effect to the sale of shares of Common Stock in this offering at an assumed offering price of $1.63 per
share, and after deducting estimated commissions and offering expenses payable by us, our as adjusted net tangible
book value at September 30, 2017 would have been approximately $5.7 million, or $0.68 per share. This represents an
immediate dilution of $0.95 per share to new investors purchasing shares of Common Stock in this offering. The
following table illustrates this dilution:

Assumed offering price per share $1.63
Net tangible book value per share as of September 30, 2017 $0.47
Increase in net tangible book value per share attributable to investors participating in this offering ~ $1.16
As adjusted net tangible book value per share after giving effect to this offering $0.68
As adjusted dilution per share to investors participating in this offering $0.95

The above illustration of dilution per share to investors participating in this offering assumes no exercise of
outstanding options to purchase our Common Stock or outstanding warrants to purchase shares of our Common Stock.
To the extent that any of these outstanding warrants or options are exercised or we issue additional shares under our
equity incentive plans, there will be further dilution to new investors. In addition, we may choose to raise additional
capital due to market conditions or strategic considerations even if we believe we have sufficient funds for our current
or future operating plans. To the extent that additional capital is raised through the sale of equity or convertible debt
securities, the issuance of these securities could result in further dilution to our shareholders.

18
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PLAN OF DISTRIBUTION

We have entered into a Sales Agreement with Northland, under which we may issue and sell shares of our Common
Stock having an aggregate offering price of up to $2,500,000 from time to time through or to Northland. Sales of our
Common Stock, if any, under this prospectus may be made in sales deemed to be “at the market offerings” as defined in
Rule 415 promulgated under the Securities Act, including sales made directly on or through The NASDAQ Capital
Market, the existing trading market for our Common Stock, sales made to or through a market maker other than on an
exchange or otherwise, in negotiated transactions at market prices prevailing at the time of sale or at prices related to
such prevailing market prices, and/or any other method permitted by law.

Each time we wish to issue and sell Common Stock, we will notify Northland of the number of shares to be issued, the
dates on which such sales are anticipated to be made, any minimum price below which sales may not be made and
other sales parameters as we deem appropriate. Once we have so instructed Northland, unless Northland declines to
accept the terms of the notice, Northland has agreed, subject to the terms and conditions of the Sales Agreement, to
use its commercially reasonable efforts consistent with its normal trading and sales practices to sell such shares up to
the amount specified on such terms. We may instruct Northland not to sell shares of Common Stock if the sales cannot
be effected at or above the price designated by us in any such instruction. We or Northland may suspend the offering
of shares of Common Stock being made through or to Northland under the Sales Agreement upon proper notice to the
other party.

We will pay Northland commissions for its services in acting as agent in the sale of our Common Stock. Northland
will be entitled to compensation at a commission rate equal to 3.0% of the aggregate gross sales price of the shares
sold from time to time. Because there is no minimum offering amount required as a condition to close this offering,
the actual total public offering amount, commissions and proceeds to us, if any, are not determinable at this time. We
have also agreed to reimburse Northland for certain specified expenses, including the fees and disbursements of its
legal counsel incurred in connection with this offering in an amount not to exceed $40,000, and quarterly
disbursements to Northland for fees and disbursements of its legal counsel in connection with maintenance of this
ATM offering, in an amount not to exceed $5,000 per calendar quarter, and $2,500 for all other reimbursable expenses
incurred by Northland in connection with this offering. We estimate that the total expenses for the offering, excluding
compensation and reimbursements payable to Northland under the terms of the Sales Agreement, will be
approximately $100,000.

Settlement for sales of Common Stock will occur on the second business day following the date on which any sales
are made, or on some other date that is agreed upon by us and Northland in connection with a particular transaction, in
return for payment of the net proceeds to us. There is no arrangement for funds to be received in an escrow, trust or
similar arrangement.

20



Edgar Filing: US ENERGY CORP - Form 424B5

Under the terms of the Sales Agreement, we also may sell shares of our Common Stock to Northland, as principal for
its own account, at a price per share agreed upon at the time of sale. If we sell shares to Northland as principal, we will
enter into a separate terms agreement with Northland and we will describe the agreement in a separate prospectus
supplement or pricing supplement.

In connection with the sale of the Common Stock on our behalf, Northland may be deemed to be an “underwriter”
within the meaning of the Securities Act, and the compensation of Northland may be deemed to be underwriting
commissions or discounts. We have agreed to provide indemnification and contribution to Northland against certain
civil liabilities, including liabilities under the Securities Act.

Our Common Stock is listed on The NASDAQ Capital Market and trades under the symbol “USEG.” The transfer agent
of our Common Stock is Computershare Trust Company, N.A.

Northland and/or its affiliates may, in the future, provide various investment banking and other financial services for
us, for which services they may receive customary fees.

The offering of shares pursuant to the Sales Agreement will terminate upon the earlier of (1) the sale of all shares
subject to the Sales Agreement or (2) the termination of the Sales Agreement by us or Northland.

S-9
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LEGAL MATTERS

The validity of the issuance of the securities offered hereby will be passed upon by our counsel Kutak Rock LLP,
Denver, Colorado. Faegre Baker Daniels LLP, Minneapolis, Minnesota, is counsel to Northland in connection with
this offering.

EXPERTS

Our annual consolidated financial statements and the related financial statement schedules incorporated in this
prospectus supplement by reference to our annual report on Form 10-K, as amended, for the year ended December 31,
2016 have been audited by Hein & Associates LLP., independent registered public accounting firm, to the extent
indicated in their report thereon. Such consolidated financial statements and financial statement schedules are
incorporated by reference into this prospectus supplement and the accompanying prospectus in reliance upon such
report given on the authority of such firm as experts in accounting and auditing.

Our reserve estimates as of December 31, 2016 are based on reserve reports prepared by Jane E. Trusty, PE. Ms.
Trusty is an independent petroleum engineer and a State of Texas Licensed Professional Engineer (License #60812).
The reserve estimates provided by Ms. Trusty were based upon her review of the production histories and other
geological, economic, ownership and engineering data, as provided by us or obtained from the operators of our
properties or state or federal government sources. A copy of Ms. Trusty’s report is filed as an exhibit to the Company’s
annual report on Form 10-K, as amended, for the year ended December 31, 2016.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC. You may read and
copy any documents that we have filed with the SEC at the SEC’s Public Reference Room at 100 F Street, N.E.,
Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information about the operation of the
Public Reference Room. The SEC also maintains an Internet site that contains reports, proxy and information
statements, and other information regarding issuers that file electronically with the SEC, including us. The SEC’s
Internet site can be found at http://www.sec.gov. In addition, we make available on or through our Internet site copies
of these reports as soon as reasonably practicable after we electronically file or furnish them to the SEC. Our Internet
site can be found at http://usnrg.com/. None of the information on our website forms a part of, or is incorporated by
reference into, this prospectus supplement or the accompanying prospectus.
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INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

We are incorporating by reference into this prospectus supplement and the accompanying prospectus certain
information that we file with the SEC, which means that we are disclosing important information to you by referring
you to those documents. The information incorporated by reference is deemed to be part of this prospectus supplement
and the accompanying prospectus, except for information incorporated by reference that is superseded by information
contained herein or by information contained in documents filed with the SEC after the date of this prospectus
supplement and the accompanying prospectus and prior to the termination of the particular offering hereunder. This
prospectus supplement and the accompanying prospectus incorporate by reference the documents set forth below that
we have previously filed with the SEC (other than, in each case, documents or information deemed to be furnished
and not filed in accordance with SEC rules):

S-10
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our Annual Report on Form 10-K for the fiscal year ended December 31, 2016, filed April 17, 2017, as amended by
our Form 10-K/A, filed April 28, 2017, including the information specifically incorporated by reference into such
Annual Report from our Definitive Proxy Statement on Schedule 14A for our Annual Meeting of Shareholders held
on July 17, 2017 and filed with the SEC on June 6, 2017;

our Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2017, filed May 19, 2017,

our Quarterly Report on Form 10-Q for the fiscal quarter ended June 30, 2017, filed August 14, 2017;
our Quarterly Report on Form 10-Q for the fiscal quarter ended September 30, 2017, filed November 14, 2017;

Our Current Reports on Form 8-K, filed on January 5, 2017, March 6, 2017, March 28, 2017, May 1, 2017, May 8,
2017, May 23, 2017, July 3, 2017, July 21, 2017, September 22, 2017, October 5, 2017, October 10, 2017,
November 7, 2017, November 17, 2017, and December 29, 2017;

the description of our Common Stock contained in our registration statement on Form S-3 filed with the SEC on
May 21, 2015, as amended.

Any information in any of the foregoing documents will automatically be deemed to be modified or superseded to the
extent that information in this prospectus supplement or the accompanying prospectus or in a later filed document that
is incorporated or deemed to be incorporated by reference herein or therein modifies or replaces such information.

We also incorporate by reference all documents we file in the future pursuant to Section 13(a), 13(c), 14 or 15(d) of
the Exchange Act after the date of this prospectus supplement and until we terminate the particular offering hereunder.
These documents include periodic reports, such as Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q
and Current Reports on Form 8-K (except, in any such case, the portions furnished and not filed in accordance with
SEC rules), as well as definitive proxy statements.

You may request, orally or in writing, a copy of these documents, which will be provided to you at no cost by
contacting:

U.S. Energy Corp.
Attention: Secretary
950 South Cherry Street
Suite 1515

Denver, Colorado 80246
(303) 993-3200
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$100,000,000

COMMON STOCK
PREFERRED STOCK
DEPOSITARY SHARES
DEBT SECURITIES
WARRANTS

UNITS

RIGHTS

We may offer and sell, from time to time in one or more offerings, any combination of debt and equity securities that
we describe in this prospectus with a maximum aggregate offering price of $100 million.

This prospectus provides a general description of the securities we may offer for sale from time to time. Each time we
sell securities under this prospectus, we will provide specific terms of the securities offered in a supplement to this
prospectus. The prospectus supplement may also add, update or change information contained in this prospectus. Any
statement contained in this prospectus is deemed modified or superseded by any inconsistent statement contained in
an accompanying prospectus supplement. You should read this prospectus and any prospectus supplement, as well as
the documents incorporated by reference into this prospectus, carefully before you invest.

We may offer and sell these securities, or any combination of these securities, from time to time, to or through one or
more underwriters, dealers and agents, or directly to purchasers, on a continuous or delayed basis, at prices and on
other terms to be determined at the time of offering.

Our common stock is listed on The NASDAQ Capital Market® under the symbol “USEG.” Any common stock sold
pursuant to a prospectus supplement will be listed on The NASDAQ Capital Market® subject to official notice of
issuance to the extent required. We may elect to list any of the other securities on any exchange, but are not obligated
to do so, and, unless stated otherwise in the applicable prospectus supplement, such other securities will not be listed
on any securities exchange.
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As of July 13, 2015, the aggregate market value of our outstanding common stock held by non-affiliates, or public
float, was approximately $12.4 million, based on 26,340,759 shares of outstanding common stock held by
non-affiliates, at a price of $0.47 per share, which was the last reported sale price of our common stock on The
NASDAQ Capital Market on July 13, 2015. Pursuant to General Instruction [.B.6 of Form S-3, in no event will we
sell common stock in a public primary offering with a value exceeding more than one-third of our public float in any
12-month period so long as our public float remains below $75,000,000. We have not sold any common stock
pursuant to General Instruction I.B.6 of Form S-3 during the 12 calendar months prior to and including the date of this
prospectus.

Investing in our securities involves risks. You should carefully read and evaluate the risks described under “Risk
Factors” on page 2 of this prospectus as well as the risk factors and other information contained or incorporated
by reference in this prospectus and the applicable prospectus supplement before investing in our securities.

You should carefully read this prospectus and any applicable prospectus supplement and free writing prospectus,
together with any additional information described under the heading “Where You Can Find More Information,” before
you invest in our securities.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a
criminal offense

The date of this prospectus is July 29, 2015.
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PROSPECTUS SUMMARY

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, which

we refer to as the “SEC” or the “Commission”, using a “shelf” registration process. Under the shelf registration, we may sell
any combination of the securities described in this prospectus in one or more offerings up to a total dollar amount of

$100 million. This prospectus provides you with a general description of the securities that we may offer. Each time

that we sell securities under this prospectus, we will provide a prospectus supplement that will contain specific

information about the terms of that offering. The prospectus supplement also may add, update or change information
contained in this prospectus. You should read both this prospectus and any prospectus supplement, together with the
additional information incorporated by reference in this prospectus, before making an investment in our securities. See
“Where You Can Find More Information.” We may use this prospectus to sell securities only if it is accompanied by a
prospectus supplement.

You should rely only on the information incorporated by reference or provided in this prospectus or any supplement to
this prospectus. We have not authorized anyone to provide you with different information. We are not making an offer
of these securities in any state where the offer is not permitted. You should not assume that the information in this
prospectus, any accompanying prospectus supplement, or any document incorporated by reference, is accurate as of
any date other than the date of such document.

This prospectus does not contain all of the information included in the registration statement. For a more complete
understanding of the offering, you should refer to the registration statement, including its exhibits.

LEINT3 9 ¢

In this prospectus, references to “U.S. Energy,” “the Company,
and its subsidiaries, unless the context suggests otherwise.

the Registrant,” “we,” “us” or “our” refer to U.S. Energy Cor

THE COMPANY

U.S. Energy is a Wyoming corporation organized in 1966. We are an independent energy company focused on the
acquisition and development of o0il and gas producing properties and other mineral properties in the continental United
States. Our oil and gas business is currently focused in South Texas and the Williston Basin in North Dakota. Our
principal offices are located at 877 North 8th West, Riverton, Wyoming 82501. Our telephone number is
307-856--9271.

RISK FACTORS
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Investing in our securities involves risks. Before you make a decision to buy our securities, in addition to the risks and
uncertainties discussed below under “Cautionary Statement Regarding Forward-Looking Statements,” you should
carefully read and consider the risks and uncertainties and the risk factors set forth under the caption “Risk Factors” in
our Annual Report on Form 10-K for the fiscal year ended December 31, 2014, which is incorporated by reference in
this prospectus, and under the caption “Risk Factors” or any similar caption in the other documents and reports that we
file with the SEC after the date of this prospectus that are incorporated or deemed to be incorporated by reference in
this prospectus as well as any risks described in any applicable prospectus supplement or free writing prospectus that
we provide you in connection with an offering of securities pursuant to this prospectus. Additionally, the risks and
uncertainties discussed in this prospectus or in any document incorporated by reference into this prospectus are not the
only risks and uncertainties that we face, and our business, financial condition, liquidity and results of operations and
the market price of any securities we may sell could be materially adversely affected by additional factors that apply
to all companies generally, as well as other risks that are not known to us or that we currently do not consider to be
material.
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If our common stock is delisted from the NASDAQ Capital Market, its liquidity and value could be reduced.

In order for us to maintain the listing of our shares of common stock on the NASDAQ Capital Market®, the common
stock must maintain a minimum bid price of $1.00 as set forth in NASDAQ Marketplace Rule 5550(a)(2). If the
closing bid price of the common stock is below $1.00 for 30 consecutive trading days, then the closing bid price of the
common stock must be $1.00 or more for 10 consecutive trading days during a 180-day grace period to regain
compliance with the rule. On July 9, 2015, the closing bid price of our common stock had been below $1.00 for 30
consecutive trading days, starting the 180-day grace period to regain compliance with the rule. On July 10, 2015, we
received a letter from The Nasdaq Stock Market indicating that for 30 consecutive business days the common stock
had not maintained a minimum closing bid price of $1.00 per share as required by Nasdaq Listing Rule 5550(a)(2).
Accordingly, the grace period provided by the rule has commenced. We cannot guarantee that we will be able to
regain compliance with the minimum price requirement within the grace period or satisfy other continued listing
requirements. If our common stock is delisted from trading on the NASDAQ Capital Market, it may be eligible for
trading over the counter, but the delisting of our common stock from NASDAQ could adversely impact the liquidity
and value of our common stock.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Certain statements contained in this prospectus, any prospectus supplement and any free writing prospectus that we

may provide to you in connection with an offering of our securities, including information incorporated by reference,

may contain “forward-looking statements” within the meaning of the safe harbor provisions of the U.S. Private

Securities Litigation Reform Act of 1995. The use of any of the words “may,” “will,” “should,” “could,” “believe,” “expect,”
“anticipate,” “project,” “plan,” “schedule,” “expect,” “estimate,” “objective,” “forecast,” “goal,” “potential,” “opportunity,” “fc
“committed,” “continue,” “will likely result” or “will continue” and similar expressions that concern our strategy, plans,
intentions or beliefs about future occurrences or results may constitute forward-looking statements. For example,
forward-looking statements may include statements relating to estimated and projected expenditures, cash flows,

results of operations, financial condition and liquidity; plans and objectives for future operations, growth or initiatives;

and the expected outcome or effect of pending or threatened litigation are forward-looking statements.

EEINT3 99 ¢ 29 ¢ LT 9 ¢ 29 ¢

Although we believe that the expectations reflected in such forward-looking statements are reasonable, those
expectations may prove to be incorrect. Important factors that could cause actual results to differ materially from our
expectations, or cautionary statements, are discussed under the heading “Risk Factors” and in documents incorporated in
this prospectus by reference and may be so included in any prospectus supplement, including, without limitation, in
conjunction with the forward-looking statements. All forward-looking statements speak only as of the date made. We
undertake no obligation to update or revise any forward-looking statement to reflect events or circumstances arising
after the date on which they were made. All written and oral forward-looking statements attributable to us, or persons
acting on our behalf, are expressly qualified in their entirety by these and other cautionary statements that we make
from time to time in our other SEC filings and public communications.
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Factors that could cause actual results to differ materially from our expectations include, among others, such things as:
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For oil and gas:

our ability to obtain sufficient cash flow from operations, borrowing and/or other sources to fully develop our
undeveloped acreage positions;

volatility in oil and natural gas prices, including declines in oil prices and/or natural gas prices, which would have a
negative impact on operating cash flow and could require ceiling test write-downs on our oil and gas assets, and which
also could adversely impact the borrowing base available under our credit facility with Wells Fargo Bank;

the possibility that the oil and gas industry may be subject to new adverse regulatory or legislative actions (including
changes to existing tax rules and regulations and changes in environmental regulation);

the general risks of exploration and development activities, including the failure to find oil and natural gas in
sufficient commercial quantities to provide a reasonable return on investment;

future oil and natural gas production rates, and/or the ultimate recoverability of reserves, falling below estimates;

the ability to replace oil and natural gas reserves as they deplete from production;

environmental risks;

risks associated with our plan to develop additional operating capabilities, including the potential inability to recruit
and retain personnel with the requisite skills and experience and liabilities we could assume or incur as operator or to
acquire operated properties or obtain operatorship of existing properties;

availability of pipeline capacity and other means of transporting crude oil and natural gas production, and related
midstream infrastructure and services;
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competition in leasing new acreage and for drilling programs with operating companies, resulting in less favorable
terms or fewer opportunities being available;

higher drilling and completion costs related to competition for drilling and completion services and shortages of labor
and materials;

unanticipated weather events resulting in possible delays of drilling and completions and the interruption of
anticipated production streams of hydrocarbons, which could impact expenses and revenues; and

unanticipated down-hole mechanical problems, which could result in higher than expected drilling and completion
expenses and/or the loss of the wellbore or a portion thereof.

For the molybdenum property:

the ability to obtain permits required to initiate mining and processing operations and the risks associated with
adverse rulings concerning these permits;

completion of a feasibility study based on a comprehensive mine plan, which indicates that the property warrants
construction and operation of mine and processing facilities, taking into account projected capital expenditures and
operating costs in the context of molybdenum price trends;

the ability to fund the capital expenditures required to build the mine and its infrastructure, and the related processing
facilities, after all permits and a favorable feasibility study have been received;

the ability to find a suitable joint venture partner for the project if necessary;

continued compliance with current environmental regulations and the possibility of new legislation, environmental
regulations or permit requirements adverse to the mining industry;

molybdenum prices and operating costs staying within the parameters established by the feasibility study;
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successfully managing the substantial operating risks attendant to a large scale mining and processing operation; and

compliance and operating costs associated with the wastewater treatment plant and stormwater management system.
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RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth our ratio of earnings to fixed charges for each of the periods indicated on a consolidated
basis and should be read in conjunction with our consolidated financial statements incorporated by reference in this
prospectus. We have computed the ratio of fixed charges by dividing earnings by fixed charges. For this purpose,
“earnings” consist of income/(loss) from continuing operations before income tax, adjustments for minority interests,
cumulative effect of changes in accounting principles, and fixed charges. “Fixed charges” consist of interest and
financing expense, amortization of deferred financing costs, and that portion of rental expense on operating leases
deemed to be the equivalent of interest. As of the date of this prospectus, we have no shares of preferred stock with
dividend rights outstanding. Accordingly, the ratio of earnings to combined fixed charges and preferred stock
dividends is equal to the ratio of earnings to fixed charges and is not disclosed separately. Our ratio of earnings to
fixed charges is as follows for the periods indicated:

Three
months For the years ended December 31,
ended
March
31, 2014 2013 2012 2011 2010
2015
Ratio of Earnings to Fixed Charges N/A (1) N/A(2) N/A(3) N/A@4) N/A() N/A(6)

(1) Earnings as adjusted were insufficient to cover our fixed charges by $23.6 million for the three months ended
March 31, 2015.

(2) Earnings as adjusted were insufficient to cover our fixed charges by $1.7 million for the year ended December 31,
2014.

(3) Earnings as adjusted were insufficient to cover our fixed charges by $7.2 million for the year ended December 31,
2013.

(4) Earnings as adjusted were insufficient to cover our fixed charges by $9.1 million for the year ended December 31,
2012.

(5) Earnings as adjusted were insufficient to cover our fixed charges by $5.5 million for the year ended December 31,
2011.

(6) Earnings as adjusted were insufficient to cover our fixed charges by $1.1 million for the year ended December 31,
2010.

USE OF PROCEEDS
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Unless otherwise indicated in the applicable prospectus supplement, we intend to use the net proceeds we receive
from the sale of securities for general corporate purposes.

DESCRIPTION OF CAPITAL STOCK

General

This prospectus describes the general terms of our capital stock. The following description is not complete and may
not contain all the information you should consider before investing in our capital stock. For a more detailed
description of these securities, you should read the applicable provisions of Wyoming law and our articles of
incorporation and bylaws, and the documents incorporated herein by reference. To the extent the information
contained in the prospectus supplement differs from this summary description, you should rely on the information in
the prospectus supplement.
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Our authorized capital stock consists of:

An unlimited number of shares of common stock, par value $0.01 per share, of which 28,388,372 shares were issued
and 28,047,661 shares were outstanding as of March 31, 2015; and

100,000 shares of preferred stock, par value $0.01 per share, of which no shares were issued and outstanding as of
March 31, 2015.

Common Stock

Shares of common stock may be issued for such consideration and on such terms as determined by the board of
directors, without stockholder approval. Holders are entitled to receive dividends when and as declared by the board
of directors out of funds legally available therefor. We may declare dividends in the future but we expect to retain
most or all of our earnings and cash to fund investments and business development. Holders of common stock are
entitled to one vote for each share held on all matters submitted to a vote of stockholders, except that cumulative
voting in the election of directors is permitted. Directors are elected by a plurality of the votes cast.

Listing

Shares of our common stock are listed for trading on the NASDAQ Capital Market under the trading symbol “USEG.”

Preferred Stock

We currently have no outstanding shares of preferred stock. Our articles of incorporation authorize our board of
directors to establish one or more series of preferred stock. Prior to the issuance of shares of each series, the board of
directors is required to adopt resolutions providing for the issuance of such preferred stock. Each series of preferred
stock is to be appropriately designated prior to the issue of any shares thereof by some distinguishable letter, number
or title. All shares of preferred stock shall be of equal rank and have the same powers, preferences and rights, and shall
be subject to the same qualifications, limitation and restrictions, without distinction between the shares of different
series thereof, except in regard to the following particulars, which may be different in different series:
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The rate of dividends;

The price at the terms and conditions on which shares may be redeemed and any restrictions regarding such
redemption;

The amount payable upon shares in the event of voluntary or involuntary liquidation;

Sinking fund provisions for the redemption or purchaser of shares;

The terms and conditions on which shares may be converted if the shares of any series are issued with the privilege of
conversion; and

Voting rights, preemptive rights, and/or restrictions on alienability, if any.

The board of directors may, from time to time, increase the number of shares of any series of preferred stock already
created by providing that any unissued shares of preferred stock shall constitute part of such series, or may decrease
(but not below the number of shares thereof then outstanding) the number of shares of any series of any preferred
stock already created providing that any unissued shares previously assigned to such series shall no longer constitute a
part thereof. The board of directors is empowered to classify or reclassify any unissued preferred stock by fixing or
altering the terms thereof in respect to the above-mentioned particulars and by assigning the same to an existing or
newly-created series from time to time before the issuance of such stock.
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DESCRIPTION OF DEPOSITARY SHARES

The following summarizes some of the general provisions of the deposit agreement and of the depositary shares and
depositary receipts, other than pricing and other terms disclosed in a prospectus supplement. You should read the
particular terms of any depositary shares and any depositary receipts that are offered by us and any deposit agreement
relating to a particular series of preferred stock, which will be described in more detail in a prospectus supplement.
The prospectus supplement will also state the name of the depositary and whether any of the generalized provisions
summarized below do not apply to the depositary shares or depositary receipts being offered. A form of deposit
agreement, including the form of depositary receipt, will be filed as an exhibit to the registration statement of which
this prospectus forms a part.

General

We may, at our option, elect to offer fractional shares or multiple shares of preferred stock, rather than whole
individual shares of preferred stock. If we decide to do so, we will issue the preferred stock in the form of depositary
shares. Each depositary share will represent a fraction or multiple of a share of a particular series of preferred stock
and will be evidenced by depositary receipts issued pursuant to the deposit agreement. Depositary receipts will be
distributed to those persons purchasing the fractional or multiple shares of preferred stock in accordance with the
terms of the prospectus supplement or other offering materials.

The shares of any series of preferred stock represented by depositary shares will be deposited under a deposit
agreement between us and a bank or trust company selected by us having its principal office in the United States, as
preferred stock depositary. Each owner of a depositary share will be entitled to all the rights and preferences of the
underlying preferred stock, including dividend, voting, redemption, conversion and liquidation rights, in proportion to
the applicable fraction of a share of preferred stock represented by the depositary share.

Dividends and Other Distributions

The preferred stock depositary will distribute all cash dividends or other cash distributions received in respect of the
deposited preferred stock to the record holders of depositary shares relating to the underlying preferred stock in
proportion to the number of the depositary shares owned by the holders.

The preferred stock depositary will distribute any property received by it other than cash to the record holders of
depositary shares entitled to these distributions. If the preferred stock depositary determines that it is not feasible to
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make a distribution, it may, with our approval, sell the property and distribute the net proceeds from the sale to the
holders of the depositary shares.

Conversion or Exchange of Preferred Stock

If a series of preferred stock represented by depositary shares is subject to conversion or exchange, the applicable
prospectus supplement will describe the rights or obligations of each record holder of depositary receipts to convert or
exchange the depositary shares.

Redemption of Preferred Stock

If we redeem a series of preferred stock represented by depositary shares, the depositary shares will be redeemed from
the proceeds received by the preferred stock depositary resulting from the redemption, in whole or in part, of the
applicable series of preferred stock. The depositary shares will be redeemed by the preferred stock depositary at a
price per depositary share equal to the applicable fraction of the redemption price per share payable in respect of the
shares of preferred stock so redeemed.

41



Edgar Filing: US ENERGY CORP - Form 424B5

Whenever we redeem shares of preferred stock held by the preferred stock depositary, the preferred stock depositary
will redeem as of the same date the number of depositary shares representing shares of preferred stock so redeemed. If
fewer than all the depositary shares are to be redeemed, the depositary shares to be redeemed will be selected by the
preferred stock depositary by lot or ratably or by any other equitable method as the preferred stock depositary decides.

Withdrawal of Preferred Stock

Unless the related depositary shares have previously been called for redemption, any holder of depositary shares may
receive the number of whole shares of the related series of preferred stock and any money or other property
represented by those depositary shares after surrendering the related depositary receipts at the corporate trust office of
the preferred stock depositary. Holders of depositary shares making these withdrawals will be entitled to receive
whole shares of preferred stock on the basis set forth in the prospectus supplement or other offering materials for that
series of preferred stock.

However, holders of whole shares of preferred stock will not be entitled to deposit that preferred stock under the
deposit agreement or to receive depositary shares for that preferred stock after withdrawal. If the depositary shares
surrendered by the holder in connection with withdrawal exceed the number of depositary shares that represent the
number of whole shares of preferred stock to be withdrawn, the preferred stock depositary will deliver to that holder at
the same time new depositary receipts evidencing the excess number of depositary shares.

Voting Deposited Preferred Stock

When the preferred stock depositary receives notice of any meeting at which the holders of any series of deposited
preferred stock are entitled to vote, the preferred stock depositary will mail the information contained in the notice to
the record holders of the depositary shares relating to the applicable series of preferred stock. Each record holder of
the depositary shares on the record date will be entitled to instruct the preferred stock depositary to vote the amount of
the preferred stock represented by the holder’s depositary shares. To the extent possible, the preferred stock depositary
will vote the amount of the series of preferred stock represented by depositary shares in accordance with the
instructions it receives.

We will agree to take all reasonable actions that the preferred stock depositary determines are necessary to enable the
preferred stock depositary to vote as instructed. The preferred stock depositary will vote all shares of any series of
preferred stock held by it proportionately with instructions received if it does not receive specific instructions from the
holders of depositary shares representing that series of preferred stock.
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Amendment and Termination of the Deposit Agreement

The form of depositary receipt evidencing the depositary shares and any provision of the deposit agreement may at
any time be amended by agreement between us and the preferred stock depositary. However, any amendment that
imposes additional charges or materially and adversely alters the existing rights of the holders of depositary shares
will not be effective unless the amendment has been approved by the holders of at least a majority of the affected
depositary shares then outstanding. Holders who retain their depositary shares after the amendment becomes effective
will be deemed to agree to the amendment and will be bound by the amended deposit agreement. The deposit
agreement automatically terminates if:
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all outstanding depositary shares have been redeemed;

each share of preferred stock has been converted into or exchanged for common stock; or

a final distribution in respect of the preferred stock has been made to the holders of depositary shares in connection
with any liquidation, dissolution or winding up of the Company.

We may terminate the deposit agreement at any time and the preferred stock depositary will give notice of that
termination to the record holders of all outstanding depositary receipts prior to the termination date. In that event, the
preferred stock depositary will deliver or make available for delivery to holders of depositary shares, upon surrender
of the related depositary receipts, the number of whole or fractional shares of the related series of preferred stock as
are represented by those depositary shares.

Charges of Preferred Stock Depositary Taxes and Other Governmental Charges

No fees, charges and expenses of the preferred stock depositary or any agent of the preferred stock depositary or of
any registrar will be payable by any person other than us, except for any taxes and other governmental charges and
except as provided in the deposit agreement. If the preferred stock depositary incurs fees, charges or expenses for
which it is not otherwise liable at the election of a holder of depositary shares or other person, that holder or other
person will be liable for those fees, charges and expenses.

Resignation and Removal of Depositary

The preferred stock depositary may resign at any time by delivering to us notice of its intent to do so, and we may at
any time remove the preferred stock depositary. Any resignation or removal will take effect upon the appointment of a
successor preferred stock depositary and its acceptance of the appointment. A successor preferred stock depositary
must be appointed within 60 days after delivery of the notice of resignation or removal and must be a bank or trust
company having its principal office in the United States.

Miscellaneous
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The preferred stock depositary will forward all reports and communications from the Company which are delivered to
the preferred stock depositary and which we are required to furnish to the holders of the deposited preferred stock.

Neither the preferred stock depositary nor the Company will be liable if it is prevented or delayed by law or any
circumstances beyond its control in performing its obligations under the deposit agreement. The obligations of the
Company and the preferred stock depositary under the deposit agreement will be limited to performance with honest
intentions of their duties under the agreement and we and they will not be obligated to prosecute or defend any legal
proceeding in respect of any depositary shares, depositary receipts or shares of preferred stock unless satisfactory
indemnity is furnished. The Company and the preferred stock depositary may rely upon written advice of counsel or
accountants, or upon information provided by holders of depositary shares or other persons believed to be competent
and on documents believed to be genuine.

DESCRIPTION OF DEBT SECURITIES

The following description, together with and subject to the additional information we include in any applicable
prospectus supplement, summarizes certain general terms and provisions of the debt securities that we may offer
under this prospectus. When we offer to sell a particular series of debt securities, we will describe the specific terms of
the series in a supplement to this prospectus. To the extent the information contained in the prospectus supplement
differs from this summary description, you should rely on the information in the prospectus supplement.
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We may issue debt securities either separately, or together with, or upon the conversion or exercise of or in exchange
for, other securities described in this prospectus. Debt securities may be our senior, senior subordinated or
subordinated obligations and, unless otherwise specified in a supplement to this prospectus, may be issued in one or
more series. In the event that any series of debt securities will be subordinated to other indebtedness that we have
outstanding or may incur, the terms of the subordination will be set forth in the prospectus supplement relating to the
subordinated debt securities.

The debt securities will be issued under an indenture among the Company and a trustee named in the prospectus
supplement. We have summarized select portions of the indenture below. The summary is not complete. The form of
the indenture has been filed as an exhibit to the registration statement and you should read the indenture for provisions
that may be important to you. Capitalized terms used in the summary and not defined herein have the meanings
specified in the indenture.

General

The terms of each series of debt securities will be established by or pursuant to a resolution of our board of directors
and set forth or determined in the manner provided in a resolution of our board of directors, in an officer’s certificate or
by a supplemental indenture. The particular terms of each series of debt securities will be described in a prospectus
supplement relating to such series, including any pricing supplement or term sheet.

We can issue debt securities under the indenture in one or more series with the same or various maturities, at par, at a
premium, or at a discount. We will set forth in a prospectus supplement, including any pricing supplement or term
sheet, relating to any series of debt securities being offered, the aggregate principal amount and the following terms of
the debt securities, if applicable:

the title of the debt securities;

the price or prices (expressed as a percentage of the principal amount thereof) at which debt securities of the series
will be issued;

any limit upon the aggregate principal amount of the debt securities;
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the date or dates, or the method of determining the dates, on which the debt securities will mature;

the interest rate or rates, which may be fixed or variable, of the debt securities, or the method of determining those
rates, the interest payment dates and, for registered debt securities, the regular record dates;

the places where payments may be made on the debt securities and where the debt securities may be surrendered for
registration of transfer and exchange and where notices and demands to or upon us in respect of the debt securities
may be served and the method of such payment, if by wire transfer, mail or other means;

any mandatory or optional redemption provisions applicable to the debt securities;

any sinking fund or analogous provisions applicable to the debt securities;

whether and on what terms we will pay additional amounts to holders of the debt securities that are not U.S. persons
in respect of any tax, assessment or governmental charge withheld or deducted and, if so, whether and on what terms
we will have the option to redeem the debt securities rather than pay the additional amounts;

whether the debt securities will be senior or subordinated;
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any terms for the attachment to the debt securities of warrants, options or other rights to purchase or sell our
securities;

if the debt securities will be secured by any collateral and, if so, a general description of the collateral and the terms
and provisions of such collateral security, pledge or other agreements;

any depositaries, interest rate calculation agents, exchange rate calculation agents or other agents;

the portion of the principal amount of the debt security payable upon the acceleration of maturity if other than the
entire principal amount of the debt securities;

any deletions of, or changes or additions to, the events of default or covenants applicable to the debt securities;

if other than U.S. dollars, the currency or currencies in which payments of principal, premium and/or interest on the
debt securities will be payable and whether the holder may elect payment to be made in a different currency;

the method of determining the amount of any payments on the debt securities which are linked to an index;

whether the debt securities will be issued in fully registered form without coupons or in bearer form, with or without
coupons, or any combination of these, and whether they will be issued in the form of one or more global securities in
temporary or definitive form;

whether the debt securities will be convertible or exchangeable into or for common stock, preferred stock or other
debt securities and the conversion price or exchange ratio, the conversion or exchange period and any other
conversion or exchange provisions;

any terms relating to the delivery of the debt securities if they are to be issued upon the exercise of warrants; and
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any other specific terms of the debt securities.

We may issue debt securities that provide for an amount less than their stated principal amount to be due and payable
upon declaration of acceleration of their maturity pursuant to the terms of the indenture. We will provide you with
information on the federal income tax considerations and other special considerations applicable to any of these debt
securities in the applicable prospectus supplement.

If we denominate the purchase price of any of the debt securities in a foreign currency or currencies or a foreign
currency unit or units, or if the principal of, and premium, if any, and interest on, any series of debt securities is
payable in a foreign currency or currencies or a foreign currency unit or units, we will provide you with information
on the restrictions, elections, general tax considerations, specific terms and other information with respect to that issue
of debt securities and such foreign currency or currencies or foreign currency unit or units in the applicable prospectus
supplement.

Exchange, Registration and Transfer

Debt securities may be transferred or exchanged at the corporate trust office of the security registrar or at any other
office or agency maintained by our Company for these purposes, without the payment of any service charge, except
for any tax or governmental charges. The senior trustee initially will be the designated security registrar in the United
States for the senior debt securities. The subordinated trustee initially will be the designated security registrar in the
United States for the subordinated debt securities.

If debt securities are issuable as both registered debt securities and bearer debt securities, the bearer debt securities
will be exchangeable for registered debt securities. Except as provided below, bearer debt securities will have
outstanding coupons. If a bearer debt security with related coupons is surrendered in exchange for a registered debt
security between a record date and the date set for the payment of interest, the bearer debt security will be surrendered
without the coupon relating to that interest payment and that payment will be made only to the holder of the coupon
when due.
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In the event of any redemption in part of any class or series of debt securities, we will not be required to issue, register
the transfer of, or exchange, debt securities of any series between the opening of business 15 days before any selection
of debt securities of that series to be redeemed and the close of business on:

if debt securities of the series are issuable only as registered debt securities, the day of mailing of the relevant notice
of redemption; and

if debt securities of the series are issuable as bearer debt securities, the day of the first publication of the relevant
notice of redemption or, if debt securities of the series are also issuable as registered debt securities and there is no
publication, the day of mailing of the relevant notice of redemption.

Unless otherwise indicated in the applicable prospectus supplement, we will not be required to:

register the transfer of, or exchange, any registered debt security selected for redemption, in whole or in part, except
the unredeemed portion of any registered debt security being redeemed in part; or

exchange any bearer debt security selected for redemption, except to exchange it for a registered debt security which
is simultaneously surrendered for redemption.

Payment and Paying Agent

We will pay principal, interest and any premium on fully registered securities in the designated currency or currency
unit at the office of a designated paying agent. Payment of interest on fully registered securities may be made at our
option by check mailed to the persons in whose names the debt securities are registered on days specified in the
indenture or any prospectus supplement.

We will pay principal, interest and any premium on bearer securities in the designated currency or currency unit at the
office of a designated paying agent or agents outside of the United States. Payments will be made at the offices of the
paying agent in the United States only if the designated currency is U.S. dollars and payment outside of the United
States is illegal or effectively precluded. If any amount payable on any debt security or coupon remains unclaimed at
the end of two years after that amount became due and payable, the paying agent will release any unclaimed amounts
to us, and the holder of the debt security or coupon will look only to us for payment.
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Certain Covenants in the Indenture

The prospectus supplement relating to a series of debt securities will describe any material covenants in respect of that
series of debt securities, including but not limited to any restrictions on the declaration of dividends or requiring the
maintenance of any asset ratio or the creation or maintenance of reserves, and any restrictions on the incurrence of
additional debt or the issuance of additional securities.

Global Securities

A global security represents one or any other number of individual debt securities. Generally all debt securities
represented by the same global securities will have the same terms. Each debt security issued in book-entry form will
be represented by a global security that we deposit with and register in the name of a financial institution or its
nominee that we select. The financial institution that we select for this purpose is called the depositary. Unless we
specify otherwise in the applicable prospectus supplement, The Depository Trust Company, New York, New York,
known as DTC, will be the depositary for all debt securities that are issued in book-entry form.

A global security may not be transferred to or registered in the name of anyone other than the depositary or its
nominee, unless special termination situations arise. As a result of these arrangements, the depositary, or its nominee,
will be the sole registered holder of all debt securities represented by a global security, and investors will be permitted
to own only beneficial interests in a global security. Beneficial interests must be held by means of an account with a
broker, bank or other financial institution that in turn has an account either with the depositary or with another
institution that has an account with the depositary. Thus, an investor whose security is represented by a global security
will not be a registered holder of the debt security, but an indirect holder of a beneficial interest in the global security.

11
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Temporary Global Securities

All or any portion of the debt securities of a series that are issuable as bearer debt securities initially may be
represented by one or more temporary global debt securities, without interest coupons, to be deposited with the
depositary for credit to the accounts of the beneficial owners of the debt securities or to other accounts as they may
direct. On and after an exchange date provided in the applicable prospectus supplement, each temporary global debt
security will be exchangeable for definitive debt securities in bearer form, registered form, definitive global bearer
form or any combination of these forms, as specified in the prospectus supplement. No bearer debt security delivered
in exchange for a portion of a temporary global debt security will be mailed or delivered to any location in the United
States.

Interest on a temporary global debt security will be paid to the depositary with respect to the portion held for its
account only after the depositary delivers to the trustee a certificate which states that the portion:

is not beneficially owned by a United States person;

has not been acquired by or on behalf of a United States person or for offer to resell or for resale to a United States
person or any person inside the United States; or

if a beneficial interest has been acquired by a United States person, that the person is a financial institution, as defined
in the Internal Revenue Code, purchasing for its own account or has acquired the debt security through a financial
institution and that the debt securities are held by a financial institution that has agreed in writing to comply with the
requirements of Section 165(j)(3)(A), (B) or (C) of the Internal Revenue Code and the regulations to the Internal
Revenue Code and that it did not purchase for resale inside the United States.

The certificate must be based on statements provided by the beneficial owners of interests in the temporary global
debt security. The depositary will credit the interest received by it to the accounts of the beneficial owners of the debt
security or to other accounts as they may direct.

“United States person” means a citizen or resident of the United States, a corporation, partnership or other entity created
or organized in or under the laws of the United States or an estate or trust with income subject to United States federal
income taxation regardless of its source.
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Definitive Global Securities

Bearer Securities. The applicable prospectus supplement will describe the exchange provisions, if any, of debt
securities issuable in definitive global bearer form. We will not deliver any bearer debt securities delivered in
exchange for a portion of a definitive global debt security to any location in the United States.

U.S. Book-Entry Securities. Debt securities of a series represented by a definitive global registered debt security and
deposited with or on behalf of a depositary in the United States will be represented by a definitive global debt security
registered in the name of the depositary or its nominee. Upon the issuance of a global debt security and the deposit of
the global debt security with the depositary, the depositary will credit, on its book-entry registration and transfer
system, the respective principal amounts represented by that global debt security to the accounts of participating
institutions that have accounts with the depositary or its nominee. The accounts to be credited shall be designated by
the underwriters or agents for the sale of U.S. book-entry debt securities or by us, if these debt securities are offered
and sold directly by us.
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Ownership of U.S. book-entry debt securities will be limited to participants or persons that may hold interests through
participants. In addition, ownership of U.S. book-entry debt securities will be evidenced only by, and the transfer of
that ownership will be effected only through, records maintained by the depositary or its nominee for the definitive
global debt security or by participants or persons that hold through participants.

So long as the depositary or its nominee is the registered owner of a global debt security, that depositary or nominee,
as the case may be, will be considered the sole owner or holder of the U.S. book-entry debt securities represented by
that global debt security for all purposes under the indenture. Payment of principal of, and premium and interest, if
any, on, U.S. book-entry debt securities will be made to the depositary or its nominee as the registered owner or the
holder of the global debt security representing the U.S. book-entry debt securities. Owners of U.S. book-entry debt
securities:

will not be entitled to have the debt securities registered in their names;
will not be entitled to receive physical delivery of the debt securities in definitive form; and

will not be considered the owners or holders of the debt securities under the indenture.

The laws of some jurisdictions require that purchasers of securities take physical delivery of securities in definitive
form. These laws impair the ability to purchase or transfer U.S. book-entry debt securities.

We expect that the depositary for U.S. book-entry debt securities of a series, upon receipt of any payment of principal
of, or premium or interest, if any, on, the related definitive global debt security, will immediately credit participants’
accounts with payments in amounts proportionate to their respective beneficial interests in the principal amount of the
global debt security as shown on the records of the depositary. We also expect that payments by participants to owners
of beneficial interests in a global debt security held through those participants will be governed by standing
instructions and customary practices, as is now the case with securities held for the accounts of customers in bearer
form or registered in “street name,” and will be the responsibility of those participants.

Redemption and Repurchase

The debt securities may be redeemable at our option, or may be subject to mandatory redemption by us, as required by
a sinking fund or otherwise. In addition, the debt securities may be subject to repurchase or repayment by us at the
option of the holders. The applicable prospectus supplement will describe the terms, the times and the prices regarding
any optional or mandatory redemption by us or any repurchase or repayment at the option of the holders of any series
of debt securities.
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Conversion and Exchange

The terms, if any, on which debt securities of any series are convertible into or exchangeable for our common stock or
any other securities or property will be set forth in the applicable prospectus supplement. Such terms may include
provisions for conversion or exchange, either mandatory, at the option of the holders or at our option. Unless
otherwise expressly stated in the applicable prospectus supplement, references in this prospectus and any prospectus
supplement to the conversion or exchange of debt securities of any series for our common stock or other securities or
property shall be deemed not to refer to or include any exchange of any debt securities of a series for other debt
securities of the same series.
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Subordination

Debt securities of a series may be subordinated which we refer to as subordinated debt securities, to senior
indebtedness (as defined in the applicable prospectus supplement) to the extent set forth in the prospectus supplement
relating thereto. To the extent we conduct operations through subsidiaries, the holders of debt securities (whether or
not subordinated debt securities) will be structurally subordinated to the creditors of our subsidiaries.

Consolidation, Merger, Sale or Conveyance

We may, without the consent of the holders of the debt securities, merge into or consolidate with any other person, or
convey or transfer all or substantially all of our properties and assets to another person provided that:

we are the surviving corporation or the successor person (if other than us) is a corporation organized and validly
existing under the laws of any U.S. domestic jurisdiction and expressly assumes our obligations on the debt securities
and under the indenture;

immediately after giving effect to the transaction, no default or event of default shall have occurred and be
continuing; and

certain other conditions are met.

The remaining or acquiring person will be substituted for us in the indenture with the same effect as if it had been an
original party to the indenture. A prospectus supplement will describe any other limitations on our ability to merge
into, consolidate with, or convey or transfer all or substantially all or our properties and assets to, another person.
Notwithstanding the above, any of our subsidiaries may consolidate with, merge into or transfer all or part of its
properties to us.

Satisfaction and Discharge Defeasance
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We may be discharged from our obligations on the debt securities of any class or series that have matured or will
mature or be redeemed within one year if we deposit with the trustee enough cash and/or U.S. government obligations
or foreign government securities, as the case may be, to pay all the principal, interest and any premium due to the
stated maturity or redemption date of the debt securities and comply with the other conditions set forth in the
indenture. The principal conditions that we must satisfy to discharge our obligations on any debt securities are (1) pay
all sums payable with respect to the applicable series of debt securities and (2) deliver to the trustee an officers’
certificate and an opinion of counsel which state that the required conditions have been satisfied.

The indenture contains a provision that permits us to elect to be discharged from all of our obligations with respect to
any class or series of debt securities then outstanding. However, even if we effect a legal defeasance, some of our
obligations will continue, including obligations to:

maintain and apply money in the defeasance trust,
register the transfer or exchange of the debt securities,
replace mutilated, destroyed, lost or stolen debt securities, and

maintain a registrar and paying agent in respect of the debt securities.
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The indenture also permits us to elect to be released from our obligations under specified covenants and from the
consequences of an event of default resulting from a breach of those covenants. To make either of the above elections,
we must deposit in trust with the trustee cash and/or U.S. government obligations, if the debt securities are
denominated in U.S. dollars, and/or foreign government securities if the debt securities are denominated in a foreign
currency, which through the payment of principal and interest under their terms will provide sufficient amounts,
without reinvestment, to repay in full those debt securities. As a condition to legal defeasance or covenant defeasance,
we must deliver to the trustee an opinion of counsel that the holders of the debt securities will not recognize income,
gain or loss for U.S. federal income tax purposes as a result of the deposit and defeasance and will be subject to U.S.
federal income tax in the same amount and in the same manner and times as would have been the case if the deposit
and defeasance had not occurred. In the case of a legal defeasance only, the opinion of counsel must be based on a
ruling of the U.S. Internal Revenue Service or other change in applicable U.S. federal income tax law.

The indenture will specify the types of U.S. government obligations and foreign government securities that we may
deposit.

Events of Default, Notice and Waiver

Unless otherwise specified in the applicable prospectus supplement, any of the following events will be events of
default with respect to the debt securities:

failure to pay interest on any debt security of the class or series for 30 days when due;

failure to pay the principal or any premium on any debt securities of the class or series when due;

failure to make any sinking fund payment for 30 days when due;

failure to perform any other covenant in the debt securities of the series or in the applicable indenture with respect to
debt securities of the series for 90 days after being given notice; and

occurrence of an event of bankruptcy, insolvency or reorganization set forth in the indenture.
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An event of default for a particular class or series of debt securities does not necessarily constitute an event of default
for any other class or series of debt securities issued under the indenture.

In the case of an event of default arising from events of bankruptcy or insolvency set forth in an indenture, all
outstanding debt securities will become due and payable immediately without further action or notice. If any other
event of default as to a series of debt securities occurs and is continuing, the trustee or the holders of at least 25% in
principal amount of the then outstanding debt securities of that series may declare all the debt securities to be due and
payable immediately.

The holders of a majority in aggregate principal amount of the debt securities then outstanding by notice to the trustee
may on behalf of the holders of all of the debt securities of that series waive any existing default or event of default
and its consequences under the indenture except a continuing default or event of default in the payment of interest on,
or the principal of, the debt securities of that series.

The indenture will require the trustee to, within 90 days after the occurrence of a default known to it with respect to
any outstanding series of debt securities, give the holders of that class or series notice of the default if uncured or not
waived. However, the trustee may withhold this notice if it determines in good faith that the withholding of this notice
is in the interest of those holders, except that the trustee may not withhold this notice in the case of a payment default.
The term “default” for the purpose of this provision means any event that is, or after notice or lapse of time or both
would become, an event of default with respect to debt securities of that series.
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Subject to the provisions of the Trust Indenture Act, or the TIA, requiring the trustee during the continuance under an
event of default under the indenture to act with the requisite standard of care, a trustee is not obligated to exercise any
of its rights or powers under the applicable indenture at the request or direction of any of the holders of debt securities,
unless the holders have offered to the trustee reasonable security and indemnity. The indenture will provide that the
holders of a majority in principal amount of outstanding debt securities of any series may direct the time, method and
place of conducting any proceeding for any remedy available to the trustee, or exercising any trust or other power
conferred on the trustee if the direction would not conflict with any rule of law or with the indenture. However, the
trustee may take any other action that it deems proper which is not inconsistent with any direction and may decline to
follow any direction if it in good faith determines that the directed action would involve it in personal liability.

The indenture will include a covenant that we will file annually with the trustee a certificate of no default, or
specifying any default that exists.

Modification of the Indenture

We and the trustee may modify the indenture without the consent of the holders for limited purposes, including adding
to our covenants or events of default, establishing forms or terms of debt securities, curing ambiguities and other
purposes which do not adversely affect the holders in any material respect.

We and the trustee may make modifications and amendments to the indenture with the consent of the holders of a
majority in principal amount of the outstanding debt securities of all affected series. However, unless otherwise
specified in the applicable prospectus supplement, without the consent of each affected holder, no modification may:

change the stated maturity of any debt security;

reduce the principal, premium, if any, or rate of interest on any debt security;

change any place of payment or the currency in which any debt security is payable;

impair the right to enforce any payment after the stated maturity or redemption date;
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adversely affect the terms of any conversion right;

reduce the percentage of holders of outstanding debt securities of any series required to consent to any modification,
amendment or waiver under an indenture;

change any of our obligations, with respect to outstanding debt securities of a series, to maintain an office or agency
in the places and for the purposes specified in an indenture for the series;

change the provisions in the indenture that relate to its modification or amendment other than to increase the
percentage of outstanding debt securities of any series required to consent to any modification or waiver under an
indenture; or

add guarantors with respect to any or all of the debt securities.

Regarding the Trustee

The indenture provides that, except during the continuance of an event of default, the trustee will perform only such
duties as are specifically set forth in the indenture. During the existence of an event of default, the trustee will exercise
such rights and powers vested in it under the indenture and use the same degree of care and skill in its exercise as a
prudent person would exercise or use under the circumstances in the conduct of such person’s own affairs.
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The indenture and provisions of the TIA that are incorporated by reference therein contain limitations on the rights of
the trustee, should it become one of our creditors, to obtain payment of claims in certain cases or to realize on certain
property received by it in respect of any such claim as security or otherwise. The trustee is permitted to engage in
other transactions with us or any of our affiliates; provided, however, that if it acquires any conflicting interest (as
defined in the indenture or in the TIA), it must eliminate such conflict or resign.

No Personal Liability of Directors, Officers, Employees or Stockholders

None of our past, present or future directors, officers, employees or stockholders, as such, will have any liability for
any of our obligations under the debt securities or the indenture or for any claim based on, or in respect or by reason
of, such obligations or their creation. By accepting a debt security, each holder waives and releases all such liability.
This waiver and release is part of the consideration for the issue of the debt securities. However, this waiver and
release may not be effective to waive liabilities under U.S. federal securities laws, and it is the view of the SEC that
such a waiver is against public policy.

Governing Law

The indenture and the debt securities, including any claim or controversy arising out of or relating to the indenture or
the debt securities, will be governed by the laws of the State of New York (without regard to the conflicts of laws’
provisions thereof other than Section 5-1401 of the General Obligations Law).

DESCRIPTION OF WARRANTS

We may issue warrants for the purchase of debt securities, common stock, preferred stock, or other securities.
Warrants may be issued independently or together with debt securities, common stock, preferred stock or other
securities offered by any prospectus supplement and may be attached to or separate from any such offered securities.
Series of warrants may be issued under a separate warrant agreement entered into between us and a bank or trust
company, as warrant agent, all as will be set forth in the prospectus supplement relating to the particular issue of
warrants. The warrant agent would act solely as our agent in connection with the warrants and would not assume any
obligation or relationship of agency or trust for or with any holders of warrants or beneficial owners of warrants.

In addition, the prospectus supplement relating to units will describe the terms of any warrants we issue, including as
applicable:
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the title of the warrants;

the title and aggregate number of shares of debt securities, common stock, preferred stock or other securities
purchasable upon exercise of the warrants;

the exercise price;

the aggregate number of warrants issued;

the date on which the right to exercise the warrants will commence and the date on which the warrants will expire;

a discussion of certain U.S. federal income tax considerations applicable to an investment in the warrants; and

any other terms of the warrants, including terms, procedures and limitations relating to the distribution, exchange and
exercise of the warrants.
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You should refer to the provisions of the warrant agreement that will be filed with the SEC in connection with the
offering of warrants for the complete terms of the warrant agreement.

Prior to the exercise of any warrants, holders of such warrants will not have any rights of holders of the securities
purchasable upon such exercise, including the right to receive payments of dividends, or the right to vote such
underlying securities.

DESCRIPTION OF UNITS

As specified in the applicable prospectus supplement, we may issue units consisting of one or more debt securities,
shares of common stock or preferred stock, warrants or any combination of such securities. In addition, the prospectus
supplement relating to units will describe the terms of any units we issue, including as applicable:

the designation and terms of the units and the securities included in the units;

any provision for the issuance, payment, settlement, transfer or exchange of the units;

the date, if any, on and after which the units may be transferable separately;

whether we will apply to have the units traded on a securities exchange or securities quotation system;

any material United States federal income tax consequences; and

how, for United States federal income tax purposes, the purchase price paid for the units is to be allocated among the
component securities.

DESCRIPTION OF RIGHTS
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General

We may issue rights to purchase debt securities, preferred stock, common stock or depositary shares. These rights may
be issued independently or together with any other security offered hereby and may or may not be transferable by the
stockholder receiving the rights in such offering. In connection with any offering of such rights, we may enter into a
standby arrangement with one or more underwriters or other purchasers pursuant to which the underwriters or other
purchasers may be required to purchase any securities remaining unsubscribed for after such offering.

Each series of rights will be issued under a separate rights agreement which we will enter into with a bank or trust
company, as rights agent, all as set forth in the applicable prospectus supplement. The rights agent will act solely as
our agent in connection with the certificates relating to the rights and will not assume any obligation or relationship of
agency or trust with any holders of rights certificates or beneficial owners of rights. We will file the rights agreement
and the rights certificates relating to each series of rights with the SEC, and incorporate them by reference as an
exhibit to the registration statement of which this prospectus is a part on or before the time we issue a series of rights.

If we offer any series of rights, certain terms of that series of rights will be described in the applicable prospectus
supplement, including, without limitation, the following:

the title of the rights;

the date of determining the stockholders entitled to the rights distribution;

the title and aggregate number of shares of common stock or preferred stock purchasable upon exercise of the rights;

the exercise price
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the aggregate number of rights issued;

the date, if any, on and after which the rights will be separately transferable;

the date on which the right to exercise the rights will commence and the date on which the right will expire;

a discussion of certain U.S. federal income tax considerations applicable to an investment in the rights; and

any other terms of the rights, including terms, procedures and limitations relating to the distribution, exchange and

exercise of the rights.

Exercise of Rights

Each right will entitle the holder of rights to purchase for cash the principal amount of shares of common stock or
other securities at the exercise price provided in the applicable prospectus supplement. Rights may be exercised at any
time up to the close of business on the expiration date for the rights provided in the applicable prospectus supplement.
After the close of business on the expiration date, all unexercised rights will be void.

Holders may exercise rights as described in the applicable prospectus supplement. Upon receipt of payment and the
rights certificate properly completed and duly executed at the corporate trust office of the rights agent or any other
office indicated in the prospectus supplement, we will, as soon as practicable, forward the shares of common stock or
other securities purchasable upon exercise of the rights. If less than all of the rights issued in any rights offering are
exercised, we may offer any unsubscribed securities directly to persons other than stockholders, to or through agents,
underwriters or dealers or through a combination of such methods, including pursuant to standby underwriting
arrangements, as described in the applicable prospectus supplement.

PLAN OF DISTRIBUTION
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We may offer the securities directly to one or more purchasers, through agents, or through underwriters or dealers
designated from time to time or in any other manner permitted by law. We may distribute the securities from time to
time in one or more transactions at a fixed price or prices (which may be changed from time to time), at market prices
prevailing at the times of sale, at prices related to these prevailing market prices or at negotiated prices. We may offer
securities in the same offering, or we may offer securities in separate offerings. The applicable prospectus supplement
will describe the terms of the offering of the securities, including:

the terms of the securities to which the prospectus supplement relates;

the name or names of any underwriters;

the purchase price of the securities and the proceeds to be received from the sale;

any underwriting discounts and other items constituting underwriters’ compensation; and

any discounts or concessions allowed or reallowed or paid to dealers.
If underwriters are used in the sale, the securities will be acquired by the underwriters for their own account and may
be resold from time to time in one or more transactions at a fixed public offering price or at varying prices determined
at the time of sale. The securities may be either offered to the public through underwriting syndicates represented by
managing underwriters or by underwriters without a syndicate. The obligations of the underwriters to purchase
securities will be subject to the conditions precedent agreed to by the parties and the underwriters will be obligated to

purchase all the securities of a class or series if any are purchased. Any initial public offering price and any discounts
or concessions allowed or reallowed or paid to dealers may be changed from time to time.
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Underwriters or agents may make sales in privately negotiated transactions and/or any other method permitted by law,
including sales deemed to be an “at the market” offering as defined in Rule 415 promulgated under the Securities Act of
1933, as amended (the “Securities Act”).

Securities may be sold directly by us or through agents designated by us from time to time. Any agent involved in the
offer or sale of the securities in respect of which this prospectus is delivered will be named, and any commissions
payable by us to any agent will be set forth, in the prospectus supplement. Unless otherwise indicated in the
prospectus supplement, any agent will be acting on a best efforts basis for the period of its appointment.

We may authorize agents or underwriters to solicit offers by eligible institutions to purchase securities from us at the
public offering price set forth in the prospectus supplement under delayed delivery contracts providing for payment
and delivery on a specified date in the future. The conditions to these contracts and the commissions payable for
solicitation of these contracts will be set forth in the applicable prospectus supplement.

Agents and underwriters may be entitled to indemnification by us against some civil liabilities, including liabilities
under the Securities Act, or to contribution with respect to payments which the agents or underwriters may be required
to make relating to these liabilities. Agents and underwriters may be customers of, engage in transactions with, or
perform services for, us in the ordinary course of business.

Each class or series of securities other than the common shares will be a new issue of securities with no established
trading market. Any underwriter may make a market in these securities, but will not be obligated to do so and may
discontinue any market making at any time without notice. There may be limited liquidity in the trading market for
any such securities.

LEGAL MATTERS

Davis Graham & Stubbs LLP, Denver, Colorado, will pass upon certain legal matters relating to the issuance and sale
of the securities being offered by this prospectus.

EXPERTS
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The consolidated financial statements of U.S. Energy Corp. as of December 31, 2014 and 2013, and for each of the
years in the three-year period ended December 31, 2014, and management’s assessment of the effectiveness of internal
control over financial reporting as of December 31, 2014 have been incorporated by reference herein in reliance upon
the reports of Hein & Associates LLP, independent registered public accounting firm, incorporated by reference
herein, and upon the authority of said firm as experts in accounting and auditing.

Estimates of historical oil and natural gas reserves and related information of the Company as of December 31, 2014,
December 31, 2013 and December 31, 2012 included herein are based upon engineering studies prepared by Cawley,
Gillespie & Associates, Inc., or CGA, a nationally recognized independent petroleum engineering firm. Such
estimates and related information have been so included in reliance upon the authority of CGA as experts in such
matters.

WHERE YOU CAN FIND MORE INFORMATION

We file and furnish annual, quarterly and current reports and other information, including proxy statements, with the
SEC. You may read and copy any document we file or furnish with the SEC at the SEC’s Public Reference Room
located at 100 F Street, N.E., Room 1580, Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for

further information on the operation of the Public Reference Room. Our SEC filings are available to the public on the
SEC’s website at www.sec.gov. Our SEC filings are also available through the “Investor Info” section of our website at

www.usnrg.com.
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INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The SEC allows us to incorporate by reference the information we file with it, which means that we can disclose
important information to you by referring you to another document that we have filed with the SEC. You should read
the information incorporated by reference because it is an important part of this prospectus. Information in this
prospectus supersedes information incorporated by reference that we filed with the SEC prior to the date of this
prospectus, while information that we file later with the SEC will automatically update and supersede the information
in this prospectus. We incorporate by reference the following information or documents that we have filed with the
SEC:

our Annual Report on Form 10-K for the year ended December 31, 2014, filed with the SEC on March 12, 2015;

our Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2015 filed with the SEC on May 11,
2015;

our Current Report on Form 8-K, filed with the SEC on March 26, 2015;

our two Current Reports on Form 8-K, filed with the SEC on June 25, 2015;

our Current Report on Form 8-K, filed with the SEC on July 14, 2015;

our Current Report on Form 8-K, filed with the SEC on July 16, 2015;

the information specifically incorporated by reference into our Annual Report on Form 10-K for the fiscal year ended

December 31, 2014 from our definitive proxy statement on Schedule 14A, filed with the SEC on April 28, 2015; and

the description of our capital stock contained in our registration statement on Form 10 filed under the Securities
Exchange Act of 1934 (the “Exchange Act”) with the SEC on January 29, 1973, as amended and restated in the Form
8-K filed with the SEC on April 7, 2014, as the same may be further amended from time to time.

70



Edgar Filing: US ENERGY CORP - Form 424B5

All reports and other documents filed by us pursuant to Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act
subsequent to the date of this prospectus and prior to the termination of this offering shall be deemed to be
incorporated by reference into this prospectus and shall be a part hereof from the date of filing of such reports and
documents.

Any statement contained in a document incorporated or deemed to be incorporated by reference in this prospectus
shall be deemed modified, superseded or replaced for purposes of this prospectus to the extent that a statement
contained in this prospectus, or in any subsequently filed document that also is deemed to be incorporated by
reference in this prospectus, modifies, supersedes or replaces such statement. Any statement so modified, superseded
or replaced shall not be deemed, except as so modified, superseded or replaced, to constitute a part of this prospectus.
None of the information that we disclose under Items 2.02 or 7.01 of any Current Report on Form 8-K or any
corresponding information, either furnished under Item 9.01 or included as an exhibit thereto, that we may from time
to time furnish to the SEC will be incorporated by reference into, or otherwise included in, this prospectus, except as
otherwise expressly set forth in the relevant document. Subject to the foregoing, all information appearing in this
prospectus is qualified in its entirety by the information appearing in the documents incorporated by reference.

We will provide without charge upon written or oral request, a copy of any or all of the documents which are
incorporated by reference into this prospectus. Requests should be directed to:

U.S. Energy Corp.

Attention: Corporate Secretary
877 North 8th West

Riverton, Wyoming 82501
307--856--9271

Except as provided above, no other information, including information on our internet site, is incorporated by
reference in this prospectus.
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