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U.S. Energy Corp. Announces Second Quarter
2022 Financial and Operating Results

11.08.2022 | GlobeNewswire

HOUSTON, Aug. 11, 2022 - U.S. Energy Corp. (NASDAQCM: USEG) (“We", “U.S. Energy” or the
“Company”) today announced financial and operating results for the second quarter ended June 30, 2022.

Quarterly Highlights and Recent Developments
- Oil and gas revenues of $13.5 million, an increase of 714% from the comparable period of 2021.

- Production of 162,230 barrels of oil equivalent (“BOE"), or daily production of 1,783 BOE per day
(“BOEPD”), an increase of 406% from the comparable period of 2021.

- Mid-year 2022 Proved Developed Producing (“PDP”) reserves of 8.0 Mmboe (66% oil).1

- Mid-year 2022 PDP present value of estimated future net revenues before income taxes, discounted at
10% (“PV-10") of $167.1 million using current SEC pricing.1

- Adjusted EBITDA2 of $5.1 million. Adjusted EBITDA is a non-GAAP financial measure and is reconciled to
GAAP below.

- Announced a highly accretive acquisition of operated, gas-weighted assets in Henderson and Anderson
counties, Texas. The transaction closed on July 27, 2022.

Management Comments

U.S. Energy’s Chief Executive Officer, Ryan Smith said "We continued to execute on our strategy to acquire
and develop high-quality producing assets, as evidenced by the Company'’s stellar second quarter. With the
completion of the integration of our transformational January 2022 acquisitions, we remain committed to
delivering strong results which reflect the success of our consolidation strategy. We are just beginning to
realize the production uplift from our recently announced East Texas acquisition, which closed after the
second quarter end, and anticipate using the high-margin cash flow generation from the asset to maintain
our clean capital structure and consistent shareholder returns framework. As we continue into the second
half of 2022, U.S. Energy remains focused on disciplined capital allocation and accretive growth
opportunities that continue to provide significant value to shareholders.”

Second Quarter 2022 Production Update

For the three months ended June 30, 2022, we produced 162,230 BOE, or an average of 1,783 BOEPD, as
compared to 32,073 BOE or 352 BOEPD during the comparable period in 2021. U.S. Energy’s production
growth has primarily been driven by the integration of operated assets acquired in January 2022 and the
Company’s efforts in optimizing legacy production operations.

2nd Quarter 2nd Quarter

2022 2021
Sal es Vol une (Total)
Gl (Bbls) 107, 845 24, 077
Gas and liquids (Mfe) 326, 308 47,979
Sal es vol unes (Boe) 162, 230 32,073
Average Daily Production (Boe/d) 1,783 352
Average Sal es Prices
Gl (Bbl) $105. 09 $62. 59
Gas and liquids (Mfe) $6. 58 $3. 10
Barrel of G| Equival ent $83. 09 $51. 62
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Estimated Proved Reserves at July 1, 2022 at SEC Pricing

As shown in the table below, the Company's estimated total proved reserves at July 1, 2022, which were
prepared in accordance with Securities and Exchange Commission ("SEC") guidelines by an independent
petroleum engineering firm, were approximately 8,103 Mboe with a present value of estimated future net
revenues before income taxes, discounted at 10% (“PV-10") of $174.1 million at July 1, 2022 using current
SEC pricing of $85.78 per barrel of oil and $5.13 per thousand cubic feet of natural gas. Please note that the
Company’s recent East Texas acquisition is included in the mid-year reserve report shown below.

As of 7/1/2022
SEC Pricing (1)

Proved Devel oped O | Reserves (“PDP") (MBbls) 5,230
Proved Devel oped Non-Producing G| Reserves (“PDNP") (MBbls) 142
Total Proved O Reserves (MBbls) 5,372
Proved Devel oped Gas Reserves (Mf) 16, 393
Proved Devel oped Non-Produci ng Gas Reserves (Mkf) (7)
Total Proved Gas Reserves (Mif) 16, 387
Total Proved Reserves (MBoe) 8, 103
PDP Reserves PV-10 (000’s) $ 167,121
PDNP Reserves PV-10 (000’ s) $ 6,949
Total PDP and PDNP Reserves PV-10 (000’ s) $ 174,069

1 292022 SEC pricing of $85.78 oil and $5.13 natural gas

Second Quarter Ended June 30, 2022 Financial Results

Revenues from sales of oil and natural gas during the second quarter of 2022 were $13.5 million compared
to $1.7 million during the comparable period of 2021. The change in revenue was primarily attributable to an
increase in oil production volumes from the properties acquired in January 2022 and an improvement in
realized commodity prices. Revenue from oil production represented 84% of our revenue during the quarter.

During the second quarter of 2022, we realized an average oil sales price of $105.09 per Bbl and an average
gas and liquids sales price of $6.58 per Mcfe for an overall average sales price of $83.09 per BOE compared
to an average oil sales price of $62.59 per Bbl and an average gas and liquids sales price of $3.10 per Mcfe
for an average sales price of $51.62 BOE during the comparable period of 2021.

Lease operating expenses during the second quarter of 2022 were $4.6 million compared to $0.5 million
during the comparable period of 2021. The increase in lease operating expenses was due to increased
activity as the result of the properties acquired in January 2022 combined with overall service cost and
materials inflation.

General and administrative (“G&A”) cash expenses totaled $2.0 million during the second quarter of 2022,
primarily related to increased employee headcount following the Company’s January 2022 transaction.
Non-cash stock-based compensation totaled $0.6 million for the quarter.

Net income was $0.1 million and Adjusted EBITDA was $5.1 million for the second quarter of 2022. Adjusted
EBITDA is a non-GAAP financial measure and is reconciled to GAAP below.

Second Quarter Ended June 30, 2022 M&A and Subsequent Activity

On May 3, 2022, the Company acquired operated oil and gas producing properties in Liberty County, Texas,
adjacent to its existing assets in the area, for $1.0 million in an all-cash transaction. The effective date of the
transaction is April 1, 2022. The producing, oil-weighted assets include the Panther City Pipeline and
associated gas gathering infrastructure.

On June 30, 2022, the Company announced that it entered into an agreement to acquire approximately
16,600 net acres and certain wells and gathering systems located in Henderson and Anderson Counties,
Texas. The transaction closed on July 27, 2022, with an effective date of June 1, 2022. The all-cash
purchase price was $11.875 million, less purchase price adjustments. The operated, gas-weighted assets
are adjacent to existing assets of the Company.
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Shareholder Returns

Consistent with U.S. Energy'’s stated strategy of meaningful capital returns to shareholders, on July 18, 2022,
the Company’s board of directors declared a $0.0225 per share dividend for shareholders of record as of
August 8, 2022. The dividend will be paid by U.S. Energy on August 22, 2022. Subject to board approval,
U.S. Energy intends to pay a quarterly dividend on a continuing basis.

About U.S. Energy Corp.

We are a growth company focused on consolidating high-quality producing assets in the United States with
the potential to optimize production and generate free cash flow through low-risk development while
maintaining an attractive shareholder returns program. We are committed to ESG stewardship and being a
leader in reducing our carbon footprint in the areas in which we operate. More information about U.S. Energy
Corp. can be found at www.usnrg.com.

Forward-Looking Statements

Certain of the matters discussed in this communication which are not statements of historical fact constitute
forward-looking statements within the meaning of the federal securities laws, including the Private Securities
Litigation Reform Act of 1995, that involve a number of risks and uncertainties. Words such as “strategy,”
“expects,” “continues,” “plans,” “anticipates,” “believes,” “would,” “will,” “estimates,” “intends,” “projects,”
“goals,” “targets” and other words of similar meaning are intended to identify forward-looking statements but
are not the exclusive means of identifying these statements.
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Important factors that may cause actual results and outcomes to differ materially from those contained in
such forward-looking statements include, without limitation, risks associated with increased inflation, interest
rates and possible recessions; the Company’s ability to comply with the terms of its senior credit facilities and
repay amounts borrowed thereunder; the ability of the Company to retain and hire key personnel; the
business, economic and political conditions in the markets in which the Company operates; fluctuations in oil
and natural gas prices, uncertainties inherent in estimating quantities of oil and natural gas reserves and
projecting future rates of production and timing of development activities; competition; operating risks;
drilling, completions, workovers and other activities and the anticipated costs and results of such activities;
the Company’s anticipated operational results for 2022 including, but not limited to, estimated or anticipated
production levels, capital expenditures and drilling plans; acquisition risks; liquidity and capital requirements;
the effects of governmental regulation; anticipated future production and revenue; drilling plans including the
timing of drilling, commissioning, and startup and the impact of delays thereon; adverse changes in the
market for the Company’s oil and natural gas production; dependence upon third-party vendors; risks
associated with COVID-19, the global efforts to stop the spread of COVID-19, potential downturns in the U.S.
and global economies due to COVID-19 and the efforts to stop the spread of the virus, and COVID-19 in
general; economic uncertainty relating to increased inflation and global conflicts; the lack of capital available
on acceptable terms to finance the Company’s continued growth; and other risk factors included from time to
time in documents U.S. Energy files with the Securities and Exchange Commission, including, but not limited
to, its Form 10-Ks, Form 10-Qs and Form 8-Ks. Other important factors that may cause actual results and
outcomes to differ materially from those contained in the forward-looking statements included in this
communication are described in the Company’s publicly filed reports, including, but not limited to, the
Company’s Annual Report on Form 10-K for the year ended December 31, 2021 and the Company’s
Quarterly Report on Form 10-Q for the six months ended June 30, 2022. These reports and filings are
available at www.sec.gov. Without limitation of the foregoing, future dividend payments, if any, and the level
thereof, are uncertain, as the Company's dividend policy and the funds available for the payment of
dividends from time to time is dependent upon, among other things, free cash flow financial requirements for
the Company's operations and the execution of its growth strategy, fluctuations in working capital and the
timing and amount of capital expenditures, debt service requirements and other factors beyond the
Company's control. Further, the ability of the Company to pay dividends will be subject to applicable laws
(including the satisfaction of the solvency test contained in applicable corporate legislation) and contractual
restrictions contained in the instruments governing its indebtedness.

The Company cautions that the foregoing list of important factors is not complete. All subsequent written and
oral forward-looking statements attributable to the Company are expressly qualified in their entirety by the
cautionary statements referenced above. Other unknown or unpredictable factors also could have material
adverse effects on U.S. Energy’s future results. The forward-looking statements included in this press
release are made only as of the date hereof. U.S. Energy cannot guarantee future results, levels of activity,
performance or achievements. Accordingly, you should not place undue reliance on these forward-looking
statements. Finally, U.S. Energy undertakes no obligation to update these statements after the date of this
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release, except as required by law, and takes no obligation to update or correct information prepared by third
parties that are not paid for by U.S. Energy. If we update one or more forward-looking statements, no
inference should be drawn that we will make additional updates with respect to those or other
forward-looking statements.

Reserve Information

Reserve engineering is a process of estimating underground accumulations of oil and natural gas that
cannot be measured in an exact way. The accuracy of any reserve estimate depends on the quality of
available data, the interpretation of such data and price and cost assumptions made by reservoir engineers.
In addition, the results of drilling, testing and production activities may justify revisions of estimates that were
made previously. If significant, such revisions would change the schedule of any further production and
development drilling. In addition, the results of drilling, testing and production activities may justify revisions
of estimates that were made previously. If significant, such revisions could impact the Company’s strategy
and change the schedule of any further production and development drilling. While we believe these
estimates and the assumptions on which they are based are reasonable as of the date on which they are
made, they are inherently uncertain and are subject to, among other things, significant business, economic,
operational, and regulatory risks, and uncertainties, some of which are not known as of the date of the
statement. These estimates do not take into account any derivatives contracts we have entered into to
hedge future commodity prices. Guidance and estimates, and the assumptions on which they are based, are
subject to material revision. Accordingly, reserve estimates may differ significantly from the quantities of oil
and natural gas that are ultimately recovered and/or as disclosed herein. The reserve information in this
press release, including standardized measure and PV-10 are preliminary estimates that have not yet been
audited or reviewed and are subject to material revision. These are estimates that should not be regarded as
a representation. Investors should not place undue reliance on these estimates. The reserves and PV-10
estimates discussed herein are based on an internal reserves report prepared on July 28, 2022, with
estimated valuation information based on SEC pricing as of July 1, 2022 of $85.78 per barrel of oil and $5.13
per thousand cubic feet of natural gas.

Corporate Contact:

U.S. Energy Corp.

Ryan Smith, Chief Executive Officer
(303) 993-3200

WWW.usnrg.com

Financial Statement Presentation and Reconciliation

U.S. ENERGY CORP. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS

https://lwww.globenewswire.com/news-release/2022/08/11/2497183/10245/en/U-S-Energy-Corp-Announces-Second-Q
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