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URANIUM RESOURCES, INC.
ANNUAL REPORT ON FORM 10-K
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2007

PART I

The "Company" or "Registrant” is used in this reporrefer to Uranium Resources, Inc. and its cdidsbed subsidiaries. This 10-K
contains "forward-looking statements.” These statsiinclude, without limitation, statements ralgtio management's expectations
regarding the Company's ability to remain solvesatpital requirements, mineralized materials, timofgeceipt of mining permits, production
capacity of mining operations planned for propestie South Texas and New Mexico and planned datepmmencement of production at
such properties, business strategies and otherspdama objectives of the Company’'s managementtimefoperations and activities and other
such matters. The words "believes," "plans," "inkgh "strategy," "projects,” "targets," or "anticgtes" and similar expressions identify
forward-looking statements. The Company does not undettalipdate, revise or correct any of the forwardkimg information. Readers are
cautioned that such forward-looking statements &hbe read in conjunction with the Company's disakes under the heading: "Risk
Factors" beginning on pacl5.

Certain terms used in this Form 10-K are definethia "Glossary of Certain Terms" appearing at tinel ef Part | hereto.
ltem 1. Business.
The Company

Uranium Resources, Inc. (URI) is involvedill aspects of the uranium mining business irioly@xploration, mine development and
production. We were organized in 1977 to devel@nium mines in South Texas using an in situ regor@ning process (ISR). We currently
operate the Kingsville Dome and Vasquez ISR prejactiTexas and plan to restart the Rosita projetité second quarter of 2008. The
company also has plans to develop its 101.4 millionnds of in-place mineralized uranium materidew Mexico using both ISR and
conventional mining and milling methods.

Texas Production: From 1988 through 1999, we produced approxim&téd million pounds of uranium from two South Besx
projects—3.5 million pounds from Kingsville Domeda®.6 million pounds from Rosita. In 1999, we sHatvn our production at both projects
due to depressed uranium prices. We had no revfemmeuranium sales between 2000 and the fourthtgquaf 2004, and therefore had to rely
on equity infusions to fund operations and maintaincritical employees and assets.

After uranium prices began to rise in 2004,placed our South Texas Vasquez property irddywtion during the fourth quarter of that
year. In April 2006, we placed our Kingsville Domeperty into production. We plan to begin prodoictof Rosita in the second quartel
2008. Since December 2004, we have produced appately one million pounds of uranium from our Sotligxas Vasquez and Kingsville
Dome projects. We estimate we will produce betw&@®000 and 450,000 pounds; D 4in 2008 and 2009 from our South Texas operations.

New Mexico Assets: We own 183,000 acres of mineral holdings in Nd&xico that contain approximately 101 million paigrof in-
place mineralized uranium material that has beeifie® by an independent engineering firm. Thesepprties were acquired during the 1980s
and 1990s along with a vast database of explor&igsmand drill results that were developed by @ondlomestake Mining, Mobil Oil, Kerr-
McGee, Phillips Petroleum, United Nuclear and Wegtouse Electric Corporation. We believe a subistieaatnount of our total acreage
remains unexplored or currently has insufficiertada estimate in-place mineralized materials.
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2007 Events

In January 2007, we began joint meetingh g&veral uranium mining companies to discusptssibility of building a regional
conventional mill in the Grants Mineral Belt. Wealstarted work on a pfeasibility study to evaluate the viability of déeping several of ot
projects by conventional means as well as to luildown conventional mill.

In April, BHP Billiton offered to sell Ridlgom Mining LLC (RAML) whose asset is a United &s Nuclear Regulatory Commission
(NRC) licensed site in the Ambrosia Lake Distrizat once held a 7,000 ton per day acid leach @ilk. evaluation determined this would be
the best site to build a regional conventional while to the site's existing NRC license and asttiaater rights. To that end we submitted a
non-binding proposal in June to purchase RAML at qiga formal bidding process and a binding prapas July. We signed a Purchase and
Sales Agreement with BHP Billiton to buy RAML on ©ber 12, 2007. The agreement plans for the tréiosaio close by June 1, 2008.

In March 2007 we announced we held 91.Hanipounds of in-place uranium mineralized mateagevidenced by Behre Dolbear & Co.
(USA), an independent engineering consultant. Téinout 2007, we conducted a review of our New Mexiatabase, which led to an increase
in our in-place mineralized uranium material at btonda, West Largo, Mancos, and Ambrosia Lakea Aesult, Behre Dolbear & Co.
increased the quantity of our in-place mineralizeshium material to 101.4 million pounds;@ .

Also during 2007, we digitized approximgtéb,300 drill logs in order to secure the data alhmlv for easier analysis of drill hole
information. These logs total nearly 23 milliontfeé hole drilled in the 1970s and 1980s with atinested drilling and logging replacement
cost of $700 million. Our review also identifiechttwe possess a 16.5% royalty interest on a pagilon of the Mount Taylor Project owned
by Rio Grande Resources, a division of General AdenThe royalty percentage is applied to valuemofed ore based on the average ore ¢
and the market price received.

Our primary evaluation objective in New Nxover the last six months of 2007 was to finganunities to accelerate production from
our uranium assets. We found encouraging resultoorpany-owned properties in the Ambrosia LakerizistWe believe we have the ability
to utilize a mining process known as old stopehaag (OSL) on previously mined properties that wendn this area. We also found sufficient
mineralization on other properties in the Ambrdsa&e District that may allow us to move forwardlwé pilot In Situ Recovery (ISR) project.

On April 12, 2007, our common stock begauding on the NASDAQ Global Market, and we joinad Russell 3000® Index on June 22,
2007.

Review of 2007 Production and 2008 Operational P3:

We produced 416,000 pounds of uranium Bi72@om our Kingsville Dome and Vasquez projectaribg the year we put three new
wellfields into production at Kingsville Dome; tleewere no new wellfields at Vasquez. Productiothenfourth quarter of 2007 declined to
approximately 68,000 pounds as a result of delayke startup of additional wellfields and fromddlan expected results from our last 2007
Kingsville Dome wellfield.

The drillout program on our Kingsville Doraad Rosita properties that began during the foyutirter of 2006 has so far identified
sufficient reserves to continue production at a mt400,000 to 450,000 pounds per year in 2008FA8.completion of the drillout program
could add marginally to this production. We exgarctduction in the first quarter of 2008 to be ie 60,000 to 70,000 pound range with
production significantly increasing in the seconguder.

In 2007, we acquired the Marshall and Masgaloration projects and expect to complete exgtion drilling on these properties during
2008. In addition, we are aggressively lookingdquare




additional exploration properties as well as prtipsmwith known uranium reserves in order to extend increase production from our Texas
operations.

In New Mexico, we believe the use of oldp& leaching (OSL) may be feasible on certain ofppaperties in the Ambrosia Lake District,
that have been previously mined using conventiarining methods. We believe that subject to add@igaview and the receipt of the required
mining licenses and permits that we may be ablegin production at these properties within apprately 3 years. The OSL process invol
recovering uranium from water that is circulatexbtigh old underground mine workings. The method ugesl by mining companies in the
Ambrosia district until 1999 when uranium priceb Eelow $10/Ib. We are beginning the process t@miwbthe necessary state and federal
permits as we evaluate the viability of this praihut method.

We have also identified 2.4 million pouradsn-place mineralized uranium material on sevsgdtions we hold in the Ambrosia Lake
District that could be amendable to ISR mining.rl ggrogram is planned for the 2nd quarter of 2@0&valuate these properties. If succes
this size ore body could support an ISR pilot ofieraof up to 500,000 Ibs per year for a periodvad to three years. The licensing and
permitting process to build and operate an ISR miitiebegin in early 2008 and is expected to taBed 24 months. We are considering using
our current NRC license to build a uranium proaggggilant for such ISR mining at our Crownpoint site

Uranium Reserves/Mineralized Material

In accordance with the SEC's Guideline ohMReserve Mineralized Material, and as shown énftlowing table, we estimate
101.4 million pounds of in-place mineralized uranimaterial on our New Mexico properties as of Delgen81, 2007. This estimate reflects
our ongoing reevaluation of our New Mexico propestiincluding our decision to consider developnoémiertain properties by conventional
mining and milling methods in addition to ISR matkoThe estimate for each New Mexico property &ebeon studies and geologic reports
prepared by prior owners, along with studies apadms prepared by geologists engaged by the ComJdmeyestimates presented below were
reviewed and affirmed by Behre Dolbear & Compan$/;), an independent private engineering firm.

SUMMARY OF IN-PLACE NON-RESERVE MINERALIZED
MATERIAL IN NEW MEXICO

Non-Reserve Mineralized
Material

Tonnage Grade -

Property Millions Percent Millions of Lbs U ;O ¢
Mancos 2.3 0.0%% 11.:
Church Rock 8.5 0.11% 18.¢€
Nose Rock 7.8 0.14% 21.¢
West Largc 2.¢ 0.3(% 17.2
Roca Hond: 3.6 0.1% 14.7
Crownpoint 4.8 0.16% 15.2
Ambrosia Lake 0.7 0.17% 24

Total 101.¢

The following table summarizes our estirmateProven Reserves for our Kingsville Dome, Vasmand Rosita properties in South Texas.
We have completed wide spaced drilling on exterssafrthe Kingsville Dome properties that we intéadnine after the identified reserves
have been mined. When we finish the delineatiolfirdyifor the wellfields on those extensions welwhlen assign reserve numbers thereto.
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SUMMARY OF IN-PLACE RESERVES IN SOUTH TEXAS

Proven Uranium Reserve!

Tonnage Grade Millions of Lbs U ;O gat

Property Millions Percent 12/31/07
Kingsville Dome 0.27¢ 0.081% 0.49(
Vasquez 0.04¢ 0.084% 0.07¢
Rosita 0.14¢ 0.081% 0.23¢
Total 0.79¢

Strategy

Our strategy moving forward is to generash from our Texas operations while developinguhee production potential of our New
Mexico properties. In Texas, we are aggressivedKisg reserves to increase and extend productiod.idNew Mexico, upon receipt of the
required licenses and permits, we are planningdoged immediately with the development of sevprajects by utilizing the most efficient
and economic mining methods available including & conventional mining and milling.

We adopted a strategic plan in March 20@1 é¢stablishes a goal to produce 10 million powidsanium annually by 2014 using both
ISR and conventional mining and milling methods.p&st of our strategy, we intend to build our utemireserves to between 200 and
300 million pounds through exploration of our ownogerties and by acquisition of additional propesti

The first major step to implementing ournttgy occurred with the plan to acquire Rio Algbtiming LLC (RAML) from BHP Billiton.
On October 12, 2007, we entered into a Memberstigrést Purchase Agreement with BHP Billiton Inwestt 15 B.V. to acquire a 100%
ownership of RAML. The purchase includes a stratati important NRGicensed mill site with associated water rightsaeth¢ould cut in ha
the time needed to build a new mill in the distrietsus building a mill on a green field site. td@ion, URI will acquire 14,000 acres of
surface fee land and mineral interests in Ambrbaie that contain approximately 20 million poundsnineralized uranium materials, based
upon a report by Behre Dolbear.

After the acquisition, URI plans to constra new environmentally-sound, state-of-the-attimgi facility at the Ambrosia Lake site to
process uranium ore that is mined from aroundeg@n. In addition to our own properties amenableanventional mining and milling,
numerous other companies in northern New Mexice lpreperties amenable to conventional mining artingi According to the 2003 report
on "Uranium Resources in the San Juan Basin, Nexiddeby McLemore and Chenoweth, (the "Chenowetpd®#), 588 million pounds of
uranium is located in this area. Essentially alihgfse resources have been identified as amemat#edvery by conventional mining and
milling methods. We estimate that between 250 @ 80lion pounds of these resources are also reate by ISR methods. Currently there
are no operating conventional mills in New Mexi@de believe this site is the key that unlocks thevemtional uranium mining potential of
New Mexico. Moreover, the conventional mill will\ethe capacity to accept uranium loaded ISR rfesin either our own remote ic
exchange facilities, or remote ion exchange faedibwned by other companies for, @  processing, drying and packaging.

Acquisition of Rio Algom Mining LLC ("RAML")

On October 12, 2007, we entered into a Mensthip Interest Purchase Agreement, which is redeto herein as the Purchase Agreement,
with Billiton Investment 15 B.V. to acquire a 10a%vnership of RAML. RAML formerly operated a conviemal mill at Ambrosia Lake in
New Mexico, which we refer to herein as the RAML Brosia Lake Mill Site. That mill operated undetelitse from the NRC. Although tl
mill at the RAML Ambrosia Lake Mill Site has beesrih down, the




facility has proceeded through stages of decomongsy and the site is being reclaimed and remedijdite site remains ideally suited for the
construction and operation of a new uranium mile RAML acquisition is an essential element of stuategy, as it provides us with the
opportunity to construct a new milling facility Mew Mexico for our own properties amenable to coiemal mining and milling, as well as
providing a milling facility for the numerous othetining companies in New Mexico that have propsréimenable to conventional mining and
milling. We believe that the construction of a naitithe RAML Ambrosia Lake Mill Site will providéné area with a critical mill site for
conventional mining, milling and resin processiwhich we believe is the key to unlocking the cortieral uranium mining potential in New
Mexico.

RAML's primary assets are associated witthimbrosia Lake property in New Mexico and conefsapproximately 20 million pounds of
mineralized uranium material approximately 14,00fka of surface fee land, a NRC source materigdndie for uranium, permits from the
State of New Mexico authorizing uranium mining @trfierly mined sites on the property, water righttharizing beneficial use of water to
support mining and milling activity and a licenge the disposal of 11e.(2)by-product material &ed by the Atomic Energy Act of 1954,
RAML's Lisbon Valley, Utah assets include approxieta 700 acres of land in addition to a radioactivaterials license that, subject to
amendment, can be used for uranium milling.

The RAML Ambrosia Lake Mill Site is in theart of the Grants Mineral Belt and is locatedrapimately 20 miles north of Grants, New
Mexico. According to the Chenoweth Report, the Gatineral Belt produced over 341 million poundsicdnium between 1950 and 2001,
and from 1951 through 1980 yielded more uraniunm thrdy other district in the United States. Estimgtevided in the Chenoweth Report
suggest that there remains as much as 588 milbongs of uranium in that region that could be pomdlby conventional methods, including
70 million pounds of uranium on properties thataven.

We believe RAML holds water rights at thaN®L Ambrosia Lake Mill Site sufficient to permit éhconstruction and operation of a mill
that could process 8,000 tons of ore per day. @allyi constructed by Kerr-McGee in 1958, the oldl mas capable of processing up to 7,000
tons per day. It was the nation's largest such priiducing in excess of 3 million pounds of yeltake per year during its peak operation.

Summary of Acquisition Benefit
The completion of the RAML acquisition wiltovide the following key benefits:

. Continues to build our asset basdJpon completion of the acquisition, we will ownpaipximately 121 million pounds of
mineralized uranium material in New Mexico, whiclilwwncrease our New Mexico asset base by 20% asitipn us at the
forefront of New Mexico's uranium mining resurgence

. Resolves critical path to New Mexico productioAfter the acquisition, we plan to construct andrapea new state-of-the-art
milling facility. When commissioned, the mill witle capable of processing the remaining conventiorgin the Grants Mineral
Belt, which could, as estimated in the ChenowethdRte total 588 million pounds of uranium, inclugi@O million pounds of
uranium from our projects.

. Provides strategic advantages as a potential reglionill in New Mexic— Construction of a mill creates a platform for ut
serve as the milling center for the fragmented agsimip base of the other uranium deposits locatédew Mexico, which will
benefit from a locally based mill to process thivduction. This position can provide us with saVvstrategic advantages that
may include greater financing and partnership esti@bility to increase our reserve position initiald to enhancing the
profitability of our mining operations.




. Significant advantages over "Greenfield" developt— Upon application for and receipt of amendment tdVRA NRC licenst
following the acquisition, we will possess the oty operational NRC licenses associated with wrarmilling in New
Mexico. Given the potentially long and difficultqaress required to obtain the requisite permitafGreenfield uranium mill
project, RAML's documented history of licenseddttishould accelerate planning and approval of Abrosia Lake mill
construction plan by several years providing u$aifirst mover advantage over our regional conbeti

. Possible Old Stope Leaching("OSL") and ISR OpenatieWe intend to pursue the possibility of commencitdystope
leaching of minewater and the potential for perfimgriSR on certain of the properties being acqui@8L is a process in whi
water from flooded mine workings is pumped to steferun over ion exchange resin, stripping the iurarvalues from the
water. The barren water is then returned to theemia injection wells. The uranium is recoveredrirthe resin using the same
methods as we use for ISR mining. Our ability tosdawill depend on whether RAML's existing statelises from the New
Mexico Environment Department permit such actigitend whether our current Crownpoint license froemNIRC can be
utilized. In order to perform these activities sfgrant capital expenditures will be required todiand reactivate injection and
production wells sites and build a ISR-type mofblant to process the loaded resin and precipitiyeand package the final
saleable product.

. Possible Revenues from 11e.(2) DisposaRAML's source material license authorizes fteete dispose of by-product material
classified as 11e.(2) material under the Atomicrgpé\ct of 1954. Under the license, RAML can dispad up to 100,000 cub
yards of 11e.(2) by-product material per year. Ahgbrosia Lake site currently has 1.9 million cupards of capacity available
without the need for any additional environmentdessment. This capacity would meet our needsdmage of byproduct fron
our contemplated production and provides the oppdst for a low cost business for the acceptanakdisposal of 11e.(2)
material.

Judicial and Regulatory Proceedings Involving Ridgom Mining LLC

RAML Environmental Liabilities. Conventional uranium mining and milling opeoat at RAML's New Mexico properties commenced
in the 1950s and did not cease until 1985. Operatit Lisbon commenced in the 1970s and did nateceatil the late 1980s. Uranium was
produced at the Ambrosia Lake site via minewateovery from 19852002. Former uranium operations and related aietsvdt Ambrosia Lak
and Lisbon are the source of pollutants, hazardabstances and contaminants. Those operationsledlbut were not limited to, undergro:
excavation of uranium ore, storage and milling @nium ore, uranium recovery by means of old stepehing and extraction via ion excha
plants, treatment of minewater, tailings sand b#icld, disposal of byproduct material from otheargrators, reclamation of mine sites, mill
site, tailings areas and mine discharge areasdiapdsal of tailings and various associated proéedsstrial and ancillary wastes on the
properties. RAML acquired Ambrosia Lake upon itquisition in 1989 of the stock of Quivira Mining @pany from Kerr-McGee
Corporation. As a result of its operations at Ansimd ake and related facilities, RAML has liabdgito the State of New Mexico, the United
States of America and local and municipal entitieder a wide variety of state, federal and muniagpatutes and administrative rules.
Depending on the requirements imposed by goverrahentities, RAML could incur significant costs aexjpenses in connection with
groundwater cleanup and monitoring associated gtorical operations. In addition, as a furthesuteof its operations at Ambrosia Lake,
Lisbon and related facilities, RAML may have liafds to various private persons who may claimdaehsuffered injury, damages or
interference with property rights including, but timited to, soil and/or groundwater contamination

RAML is required to reclaim and remedidie properties pursuant to the requirements of eglglé regulations, the licenses and permits
issued by the various governmental entities, aed th




closure plans approved by such governmental estitieits fiscal year 2008 budget (ending June2B08), RAML has budgeted approximat
$30.3 million for these requirements ($29.4 millfon Ambrosia Lake and $0.9 million for Lisbon). Jaly, August and September 2007,
RAML spent $900,000, $1,083,000 and $2,158,00@eetsvely, for reclamation and remediation at theperties. RAML could be subject to
various potential claims by third parties and stigderal or tribal authority related to groundwatentamination, soil contamination and rele
cleanup at its Ambrosia Lake property based upstofical mining operations. Discharge of treated antreated mine water from certain
mines has resulted in claims by the New Mexico Emunent Department (NMED) of contamination of saefsoils in the vicinity of the
mines, which is subject to corrective action. RAMLcurrently conducting various studies and ingggtons required by NMED in order to
assess the extent of soil and groundwater contdimmeelated to the mine discharge water. RAML'ssda soils reclamation contractor has
provided RAML a preliminary bid for excavation ¢fet contaminated soil which estimates removal ¢éagt 800,000 cubic yards of material.
RAML has budgeted (in its approved fiscal year 2b08get) approximately $5.2 million for the excaeatof the contaminated soil. However,
based on further investigation of the drainage arehrecent meetings with NMED regarding the ingesion results, RAML anticipates such
estimate will be revised. NMED will direct RAML &ubmit an abatement work plan for the impacteddnithe drainage area. The work plan
will include disposal cell design and costs foeattation monitoring of the drainage area alluvialugpdwater. NMED has also indicated that
more soils excavation will be required and that RAMII need to investigate and monitor alluvial gralwater in off-site areas to verify
attenuation of diminishment of groundwater impa€tse amount of the final reclamation cost bid w#jpend in part on the ultimate location
for disposal of the soils. Based on historical afiens and minewater discharge, there could beawkrsoils contamination on other third
party properties. A consultant to RAML estimatesttimstallation of groundwater monitoring wells ahé associated cost of sampling and
future monitoring will likely exceed $13 millionr(cluding a 10% contingency) over five years andatde much higher if the program is
accompanied by significant remedial action or guieed indefinitely.

In connection with historical operatiortse fproperties contain reclaimed mine shafts, veldgd) leach holes, settling ponds, ore pads,
waste pads, leach pads and dumps containing hamandaterials which may require abandonment, sealiggremedial activities. The cost for
any such activities is indeterminate, but couldvizerial.

Kerr McGee/Tronox Litigation. RAML was acquired from Kerr-McGee Corporatigmgdecessor of Tronox) pursuant to a
December 19, 1988 Purchase and Sale AgreementforURtBler the PSA, Tronox is obligated to reimbuasd/or indemnify RAML for certai
remediation and reclamation costs. On January d@3,2RAML filed suit against Tronox Worldwide LLGr Tronox, in the United States
District Court for the District of New Mexico in Auquerque RAML v. Tronox Worldwide LL@&ase No. CV-06-0052 MCA/WDS).

The dispute involves the interpretatiothef PSA and the scope of Tronox's reimbursemeigatiin and can be divided into two
categories: (i) whether Tronox is obligated to f@ypost-retirement and severance benefit costscaged with employees who were engaged
in covered remediation and reclamation activitees] (ii) whether Tronox is obligated to pay for esation and reclamation primarily
associated with present and potential future gowertally mandated corrective actions for groundwartel offsite soil contamination
associated with historical operations. The empldya®efit cost dispute involves, as of Septembeb28pproximately $1.86 million of past
costs incurred by RAML that Tronox disputes andragimately $8.8 million of estimated future cosksonox claims that it has over-paid or
over-reimbursed RAML for employee benefit costsh@ amount of approximately $1.25 million, andsiseeking to recover these amounts
from RAML.




With respect to remediation/reclamationts@ssociated with mine dewatering, the disputelires approximately $225,000 of past costs
incurred by RAML that Tronox disputes and approxieha$22.4 million of estimated future costs. Irdain, the principles involved in the
dispute and their resolution will determine whetfiesnox is obligated to reimburse RAML for potehtiasts that may be incurred in the fut
that are not determinable at this time.

Tronox is also seeking a declaration frbw €ourt that it is entitled to 75% of any futueelamation refunds that may be paid by the
Department of Energy to RAML. RAML estimates that DOE reclamation refunds may total between $#ilaniand $6.7 million.

Water Rights Adjudication. In 1983, the New Mexico Attorney General, agtat the request of the New Mexico State Engirféed
suit in the District Court for the Thirteenth Judidistrict, Cibola County, New Mexico$tate of New Mexico ex rel. State Engineer v. Kerr-
McGee Corporation et a, Nos. CB-83-190-CV and CB-83-220-CV (Consolidajed)adjudicate surface water and groundwater sighthe
Rio San Jose drainage in parts of five New Meximonties. The adjudication proceeds in two phasethd first phase, the State appears as
plaintiff to determine the water rights of the \war$ water rights claimants who appear as defendiantise second, or inter se phase, any water
rights claimant adjudicated a water right in thetfphase may challenge any element of a watet aidjudicated to a party in the first phase.

The Rio San Jose drainage includes the Asidiake area in McKinley County in which RAML tfes large groundwater rights. The
New Mexico Attorney General at the request of ttegeSEngineer is authorized by NMSA 1978, Se-4-15 (1907) et seq. to file adjudication
suits to determine the existence, priority, qugrditd other characteristics of water rights inipatar drainages or basins.

The Rio San Jose adjudication suit wavadti the 1980s, resulting in several New Mexicd &rederal appellate decisions on procedural
issues. The suit was inactive through the 1990swhas "revived" in March 2000. When the suit wasved, the presiding judge decided, in an
attempt to avoid confusion, to continue to use KdcGee Corporation in the caption of the suit etlesugh it no longer owned water rights to
be adjudicated in the suit.

Most of the time since March 1983 has bsgeent trying to perfect service of process on thayrdefendants whose claimed water rights
may ultimately be adjudicated. Recently, howeusg,quit progressed into Subproceeding I, in whiehvtater rights of the Acoma and Laguna
Pueblos will be determined. Under New Mexico anddfal law, the water rights of Native American plostand tribes generally have
"priority" over other rights. The prior Native Amean rights, however, are generally limited to sioeirces of water used by the Native
Americans whose rights are at issue. Substan@dllyf RAML's rights are associated with the relaty deep Westwater Canyon Sandstone
aquifer.

The New Mexico State Engineer, the Unit&ates, the Pueblos, and several private claimdm&ter rights (including Tri-State Electric
Generation and Transmission Cooperative, which camtksoperates a large coal-fired electric genagatiant near Ambrosia Lake) have been
active participants in Subproceeding I. RAML's ceelrhas followed developments in Subproceedingtihls not actively participated in thi
proceedings.

After the conclusion of Subproceeding Infidative American rights such as those of RAML dtdie determined. That determination
will adjudicate the relative rights in and to watemm the Westwater Canyon Sandstone aquifer of RAMd others among themselves.
However, such a determination probably will noturcior many years, and would be followed by thelirge phase or phases.

New Groundwater Standard. In 2004, the New Mexico Water Quality Contralr@mission, or NMW/QCC, revised the water quality
standard for uranium in groundwater. The NMW/QC®doed




the standard from 5 milligrams per liter to 0.03ligviams per liter, which is the same as the U.8vitbnmental Protection Agency's standard
for drinking water. The NMW/QCC's new standard dioanium became effective for new water dischargeSeptember 26, 2004. The new
standard became effective on June 1, 2007 fordissitarges in existence as of September 26, 2004.

The New Mexico Mining Association, or NMMAf which RAML is a member, challenged the new dtad on the grounds that it is
unattainable and economically infeasible when &gpio abatement of contamination at uranium millmmes. In addition, the NMMA
contended that the NMW/QCC's action was arbitray @ violation of New Mexico's Water Quality Actdaeise the standard was unattainable.

On November 22, 2006, the New Mexico CofiAppeals ruled that the NMW/QCC properly amentterigroundwater standard, that the
NMW/QCC had acted within its authority and pursutana proper interpretation of the relevant statated regulations, and that credi
scientific data existed in the record to suppoetfiMW/QCC's action.

In its decision, the Court of Appeals notiealt the new standard has not yet been appliaditscharge or an abatement at a uranium mine
or mill site, and that it was not clear how the pldneric standard was applied as an abatementasthridence, the Court concluded that the
posture of the case did not present the facts sapefor appellate review of the NMMA's concerns éimat appropriate review of such
concerns could be conducted only after the newdstahhad been applied to a fact-specific situation.

As a result of the new standard, RAML WwikKkly have to petition the NMW/QCC to obtain a iaarce or Alternate Abatement Standards.
Such a petition would require a public hearing betbhe NMW/QCC.

Active Water Resource Management Regulasion In late 2004, the New Mexico State Engineempaeld Active Water Resource
Management, or AWRM, regulations, which were cadifat NMAC 19.25.13. The regulations purportedite ghe State Engineer's office as
well as the courts jurisdiction (i) to determinéopities and other elements of water rights angt@i"administer" those rights by prohibiting the
exercise of rights determined by the State Engis@éfice to have a priority more recent than ashmiaistration date" established by the office.
The regulations severely limited the ability of aars of water rights both to challenge anticipatetibas of the State Engineer's office and to
seek review of such actions. In effect, the AWRMulations purported to give the State Engineeflsebroad powers to prohibit the exercise
of specific water rights for indefinite periodstohe. If the AWRM regulations are upheld by the NEl@xico Court of Appeals, the State
Engineer could prohibit RAML from exercising its tearights for some indefinite period of time.

Early in 2005, NMMA, Tri-State GenerationdaTransmission Cooperative, Inc., and the Middte ®ande Conservancy District, an
irrigation and drainage district based in Albuquergfiled an action in the New Mexico District Cour Socorro County to have the AWRM
regulations set aside, principally on United Statied New Mexico Constitutional grounds. On May 4@07, the District Court issued its
Memorandum Decision upholding some parts of the AMMiR@gulations and striking down other parts becaheg violated the United States
and New Mexico Constitutions. The District Courusk down NMAC 19.25.13.27 to the extent that itgmrted to permit the State Engineer's
office to determine priorities and other elemerfte/ater rights. The District Court also ruled tita limited hearing procedures provided for in
19.25.13.27 and 19.25.13.30 violated the Due PsoCémuses of both the United States and New MeRimustitutions. The District Court's
final order was entered on June 12, 2007.

The State Engineer has appealed the Difldart's decision to the New Mexico Court of Aplsedhe Court of Appeals directed the State
Engineer to file a docketing statement on or be8eptember 17, 2007. The docketing statement reasfiled.
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Long-Term Delivery Contracts

Prior to March 2006 we had two contractthwvtiochu Corporation and two with UG USA, Inc. Wmdhose contracts we were obligated to
deliver an aggregate of 600,000 pounds in eacheoy¢ars 2005 through 2008, and the buyer hadghtto increase or decrease those
deliveries by 15%. The average price for such éeilés was $17.95 in 2005 and was anticipated te baen $14.58 per pound in 2006. These
contracts were entered into at a time when the o for uranium was less than $15 per poundstsuially below the $40 per pound in
effect as of March 25, 2006. Two other contracthwhese buyers called for aggregate deliverigg6f000 pounds by December 31, 2007
priced at the spot price at the time of delivegslan average of $3.80 per pound.

In March 2006 we entered into a new contwdth Itochu and a new contract with UG that sisgele the existing contracts. Each of the
new contracts calls for delivery of ohalf of our actual production from our Vasquez mndp and other properties in Texas currently owoe
hereafter acquired by the Company (excluding ceftage potential exploration plays). The termswth contracts are summarized below.

The Itochu Contract. Under the Itochu contract all production frdme Vasquez property will be sold at a price eqodhé average spot
price for the eight weeks prior to the date ofwlaly less $6.50 per pound, with a floor for thetgmice of $37 and a ceiling of $46.50. Other
Texas production will be sold at a price equah® average spot price for the eight weeks pridhecdate of delivery less $7.50 per pound,
a floor for the spot price of $37 and a ceilingsdf3. On non-Vasquez production the price paid bélincreased by 30% of the difference
between the actual spot price and the $43 ceilpmtpwand including $50 per pound. If the spot pricever $50 per pound the price on all Te
production will be increased by 50% of such exc&ke. floor and ceiling and sharing arrangement giverceiling applies to 3.65 million
pounds of deliveries, after which there is no flooceiling. Itochu has the right to cancel anyivd#les on six-month's notice.

On December 5, 2006, HRI-Church Rock, laayholly-owned subsidiary of the Company, enténéd an agreement with a wholly-
owned subsidiary of Itochu to develop jointly oun€ch Rock property in New Mexico (the "Joint Vert) (see 'Business—Joint Venture
for Church Rock Property ™).

The UG Contract. Under the UG contract all production from thesquez property and other Texas production wildid at a price
equal to the month-end long-term contract pricetiersecond month prior to the month of delivessl|&6 per pound until (i) 600,000 pounds
have been sold in a particular delivery year andf(i aggregate of 3 million pounds of uranium basn sold. After the 600,000 pounds in any
year and 3 million pounds total have been sold,WiiGhave a right of first refusal to purchase atiexas production at a price equal to
average spot price for a period prior to the datdetivery less 4%. In consideration of UG's agreatrto restructure its previously existing
contract, we paid UG $12 million in cash with furrdssed in our equity offering completed in AprilG6.

Joint Venture for Church Rock Property

On December 5, 2006, HRI-Churchrock, Iaoxholly-owned subsidiary of the Company, entergd & Joint Venture with a wholly-
owned subsidiary of Itochu to develop jointly ouruEch Rock property in New Mexico.

A feasibility study was completed and detad at the end of 2006. Under the terms of that Mgnture, both parties had until April 2,
2007 to make a Preliminary Investment Decision Wwaeto move forward with the Joint Venture. Thetigarhave extended that date until
August 1, 2008. If a positive decision is madeghtowill reimburse us for 50% of our permitting tofom November 1, 2005, through the
completion of the feasibility study, up to a maximgontribution of $180,000. The
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parties will split costs incurred after completiminthe feasibility study 5&0 until a final investment decision is made by pheties after recei
of necessary permits and resolution of the Indmméry status of certain of the properties inclugethe venture, which is currently before the
United States Court of Appeals for the Tenth Cir€tkinal Investment Decision").

If a positive Final Investment Decisiomisde, we will convey to the Joint Venture certagnnpits and certain of our Church Rock
properties in New Mexico, and Itochu will contrieu8 million in cash and cause a $24 million debtlity to be made available to us. Cash
flow from the first $30 per pound of uranium solgdds will be split 50-50 and cash flow from uranisales in excess of $30 per pound will be
split 70% to us and 30% to Itochu. We will mandge Joint Venture and receive a management fee.

If Itochu makes a positive Preliminary Istraent Decision or a Positive Final Investment Biedci and we make a negative decision at
either time, the Joint Venture will terminate, ahd terms of the parties' original delivery contsaapplicable to South Texas production will
reinstated prospectively. The average price ofvdaks under the original contracts would have kmut $15 per pound for 2006 and 2007. If
we make a negative Final Investment Decision amchli makes a positive Final Investment Decisionyiereimburse Itochu 30% of the
permitting expenses paid by Itochu, and we wilpbehibited from developing the Church Rock propéoty18 months.

If both parties make a negative decisioaititer the Preliminary or Final Investment Deaisiiine, or if we make a positive decision at
either time and ltochu makes a negative decisfanJoint Venture will terminate and there will beneinstatement of the original delivery
contracts with Itochu for South Texas productioowdver, our sales price will be reduced by $2.10ppeind on some of our South Texas
production from that date forward.

The Company and Itochu have each guaranibeeobligations of its subsidiary that is the memdf the Joint Venture. Certain obligations
are limited to the amount of distributions receifexin the venture.

Overview of the Uranium Industry

The only significant commercial use fornitan is as a fuel for nuclear power plants fordgleeeration of electricity. According to the
World Nuclear Association, as of January 2008 tlaeeenow 439 nuclear power plants operating intbed with an annual consumption of
about 171 million pounds of uranium.

Based on reports by Ux Consulting Comp&uhy;, or Ux, worldwide production of uranium in 200as approximately 107 million
pounds. Ux reported the gap between productiordentand was filled by secondary supplies, suchwaeniories held by governments, utilit
and others in the fuel cycle, including the higatyiched uranium, or HEU, inventories which aresuit of the agreement between the US and
Russia to blend down nuclear warheads. These sagprdpplies are currently meeting nearly a thirdiorldwide demand, but are depleting.

Spot market prices have risen over the thase years in anticipation of sharply higher pctgd demand as a result of a resurgence in
nuclear power, and by the fact that secondary seppte either becoming depleted or will not belakke. Resulting future production will
have to rise to meet demand. The resulting spokeb@rices, according to Ux, rose from $21/Ib inukary 2005 to a high of $136/Ib in June
2007. At March 1, 2008, the spot price was $74k00/I
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The following graph shows average spotgxiger pound from 1982 to February 29, 2008, axrtegh by Trade Tech and Ux.
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The ISR Mining Process

The ISR mining process is a form of solutmining. It differs dramatically from conventiormaining techniques. The ISR technique
avoids the movement and milling of significant qiitges of rock and ore as well as mill tailing wastssociated with more traditional mining
methods. It is generally more cost-effective andremmentally benign than conventional mining. ldistally, the majority of United States
uranium production resulted from either open pifate mines or underground shaft operations.

The ISR process was first tested for tlelpction of uranium in the mid-1960s and was fagblied to a commercial-scale project in 1975
in South Texas. It was well established in SoutkaBdy the late 1970's, where it was employed guatwenty commercial projects, including
two operated by us.

In the ISR process, groundwater fortifieithvoxygen and other solubilizing agents is pumimd a permeable ore body causing the
uranium contained in the ore to dissolve. The tagykolution is pumped to the surface. The flughding uranium is then circulated to an ion
exchange column on the surface where uranium is@ed from the fluid onto resin beads. The flgidhien reinjected into the ore body. When
the ion exchange column's resin beads are loadidwanium, they are removed and flushed with tgater solution, which strips the
uranium from the beads. This leaves the uraniusiumy, which is then dried and packaged for shiphaes uranium powder.

We have historically used a central planttifie ion exchange. In order to increase operatifigiency and reduce future capital
expenditures, we are now using a wellfield-spec#imote ion exchange methodology. Instead of pifhegsolutions over large distances
through large diameter pipelines and mixing theansabf several wellfields together, each wellfisltheing mined using a dedicated satellite
ion exchange facility. This allows ion exchangeake place at the wellfield instead
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of at the central plant. A wellfield consists cderies of injection wells, production (extractiovglls and monitoring wells drilled in specified
patterns. Wellfield pattern is crucial to minimiginosts and maximizing efficiencies of productidhe satellite facilities allow mining of each
wellfield using its own native groundwater.

Environmental Considerations and Permittin

Uranium mining is regulated by the fedgravernment, states and, where conducted in Indeamty, by Indian tribes. Compliance with
such regulation has a material effect on the ecar®of our operations and the timing of projectelepment. Our primary regulatory costs
have been related to obtaining licenses and pefroits federal and state agencies before the comaemeeist of mining activities.

Radioactive Material License. Before commencing operations in both TexasNe Mexico, we must obtain a radioactive material
license. Under the federal Atomic Energy Act, thateld States Nuclear Regulatory Commission hasagsirjurisdiction over the issuance of a
radioactive material license. However, the AtomieEjy Act also allows for states with regulatorggnams deemed satisfactory by the
Commission to take primary responsibility for isgyithe radioactive material license. The Commiskias ceded jurisdiction for such licenses
to Texas, but not to New Mexico. Such ceding ofsgliction by the Commission is hereinafter refeneas the "granting of primacy."

The Texas Commission of Environmental Qudli CEQ) is the permitting agency for the radidaeimaterial license. For operations in
New Mexico, radioactive material licensing is hawtirectly by the United States Nuclear Regula@oynmission

SeéProperties " and "Legal Proceedings' for the status of our radioactive material licefiesr New Mexico and our Texas properties.

Underground Injection Control Permits ("UIQ.  The federal Safe Drinking Water Act createsfiomwide regulatory program
protecting groundwater. This act is administeredhgyUnited States Environmental Protection Ageftioy "USEPA"). However, to avoid the
burden of dual federal and state (or Indian tribagjulation, the Safe Drinking Water Act allows the UIC permits issued by states (and In
tribes determined eligible for treatment as staiespatisfy the UIC permit required under the Safimking Water Act under two conditions.
First the state's program must have been grantedhgy. Second, the USEPA must have granted, upprest by the state, an aquifer
exemption. The USEPA may delay or decline to pretles state's application if the USEPA questiopssthte's jurisdiction over the mine site.

Texas has been granted primacy for its phiégrams, and the Texas Commission on Environm@uality administers UIC permits. In
addition to the radioactive Materials License ascdbed above, the TCEQ also regulates air quality surface deposition or discharge of
treated wastewater associated with the ISR minioggss.

New Mexico has also been granted primacytégprogram. The Navajo Nation has been deterdhé@ligiible for treatment as a state, but it
has not requested the grant of primacy from the RISEJntil the Navajo Nation has been granted prim#R uranium mining activities
within Navajo Nation jurisdiction will require Ul@ermit from the USEPA. Despite some procedurakdifices, the substantive requirements
of the Texas, New Mexico and USEPA undergrouncciiga control programs are very similar.

Properties located in Indian Country rermaibject to the jurisdiction of the USEPA. Someof properties are located in areas that are in
Indian country or in areas that are in dispute.

SeéProperties " and "Legal Proceedings' for a description of the status of our UIC pesniit Texas and New Mexico.
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Other. In addition to radioactive material licensesl anderground injection control permit, we are aksguired to obtain from
governmental authorities a number of other peroritsxemptions, such as for wastewater dischargéarfial application of treated wastewater,
and for air emissions.

In order for a licensee to receive findéase from further radioactive material licensegailons after all of its mining and post-mining
clean up have been completed in Texas, approvd lpeussued by the TCEQ along with concurrence fitoenUnited States Nuclear
Regulatory Commission and in New Mexico by the BdiStates Nuclear Regulatory Commission.

In addition to the costs and responsik#itassociated with obtaining and maintaining peraritd the regulation of production activities,
are subject to environmental laws and regulatigmieable to the ownership and operation of reapprty in general, including, but not limit
to, the potential responsibility for the activitiesprior owners and operators.

The current environmental regulatory progfar the ISR industry is well established. ManRI&ines have gone full cycle without any
significant environmental impact. However, the pulnti-nuclear lobby can make environmental peaingtdifficult and timing unpredictable.

Reclamation and Restoration Costs and Bonding Requients

At the conclusion of mining, a mine sitelecommissioned and decontaminated, and each eleli§i restored and reclaimed. Restoration
involves returning the aquifer to its pre-miningnd removing evidence of surface disturbancetoReson can be accomplished by flushing
the ore zone with native ground water or using re¥@smosis to remove ions, minerals and saltsowide clean water for reinjection to flush
the ore zone. Decommissioning and decontaminatiteile dismantling and removing the structuresjmgent and materials used at the site
during the mining and restoration activities.

The Company is required by the State ofaBeregulatory agencies to obtain financial surelgting to certain of its future restoration and
reclamation obligations. The Company has a comionaif bank Letters of Credit (the "L/C's) and merhance bonds issued for the benefit of
the Company to satisfy such regulatory requiremértte L/C's were issued by Bank of America andpdormance bonds have been issued
by United States Fidelity and Guaranty Company E&G"). The L/C's relate primarily to our operatiogisour Kingsville Dome and Vasquez
projects and amounted to $5,360,000 and $2,0728@ecember 31, 2007 and 2006, respectively. T@&slare collateralized in their entirety
by certificates of deposit.

The performance bonds were $2,835,000 aeiéer 31, 2007 and 2006, respectively, and refaietarily to our operations at
Kingsville Dome and Rosita. USF&G has required thatCompany deposit funds collateralizing a portbthe bonds, and we have deposited
approximately $378,000 and $360,000 at Decembe2@®17 and 2006, respectively, as cash collateradifoh bonds. We are obligated by
agreement with the bonding company to increasedbh collateral to an amount equal to 50% of theuarhof the bonds, plus an additional
$0.50 for each pound of uranium produced untiladbeount accumulates an additional $1.0 million.

We estimate that our actual reclamatiobilitées for prior operations at Kingsville Domea¥quez and Rosita at December 31, 2007, are
about $5.0 million of which the present value ofgé@illion is recorded as a liability as of DecemBg, 2007. Under an agreement reached on
March 1, 2004 with the Texas regulatory agenciesaumr bonding company, we agreed to fund ongoiogiggwater restoration at the
Kingsville Dome and Rosita mine sites at specifiedtment rates, utilizing a portion of our cagsiwflfrom sales of uranium from the Vasquez
site as a substitute for additional bonding. Tlgikeament expired on August 31, 2007. As a reswdtCGompany is now required to post
adequate financial surety, and as of December@®17 Bas posted letters of credit in the amountot $nillion, which are cash collateralizec
full.
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These financial surety obligations are eexdd and revised periodically by the Texas reguato

In New Mexico, surety bonding will be rempd before commencement of mining and will be stthije annual review and revision by the
United States Nuclear Regulatory Commission andstage of New Mexico or the USEPA.

Water Rights

Water is essential to the ISR process. ieadily available in South Texas. In Texas, watsubject to capture, and we do not have to
acquire water rights through a state administrgtieeess. In New Mexico, water rights are adminétehrough the New Mexico State
Engineer and can be subject to Indian tribal juctéohal claims. New water rights or changes ingmse or place of use or points of diversion
of existing water rights, such as those in the Bam and Gallup Basins where our properties asddgc must be obtained by permit from the
State Engineer. Applications may be approved stibjeconditions that govern exercise of the waitgints.

Jurisdiction over water rights becomesssué in New Mexico when an Indian nation, sucthad\avajo Nation, objects to the State
Engineer's authority and claims tribal jurisdictiover Indian Country. This issue may result irghtion between the Indian nation and the s
which may delay action on water right applicaticensgl can require applications to the appropriadéimnation and continuing jurisdiction by
the Indian nation over use of the water. The foirgéssues arise in connection with certain of New Mexico properties.

In New Mexico, we hold approved water rigtd provide sufficient water to conduct miningla Church Rock project and Section 24 for
the Crownpoint project for the projected life oé#e mines. We also hold two unprotested seniorwigtets applications that, when approved,
would provide sufficient water for future extenssoof the Crownpoint project.

Competition

We market uranium to utilities in directngpetition with supplies available from various steg worldwide. The Company competes
primarily based on price. We compete with over jL®or exploration companies for personnel and prtes. We compete with approximat
10 to 20 operating companies in the mining and shlganium.

Iltem 1A. Risk Factors.

The factors identified below are importéattors (but not necessarily all of the importattbrs) that could cause actual results to differ
materially from those expressed in any forward-loglkstatement made by, or on behalf of, the Comp¥yere any such forward-looking
statement includes a statement of the assumptiooases underlying such forward-looking statem&atcaution that, while we believe such
assumptions or bases to be reasonable and makertigerad faith, assumed facts or bases almost alwagy from actual results, and the
differences between assumed facts or bases aral ezsults can be material, depending upon theigistances. Where, in any forwdabking
statement, the Company, or its management, exgrassexpectation or belief as to the future ressitsh expectation or belief is expressed in
good faith and believed to have a reasonable Hagtishere can be no assurance that the staterherpectation or belief will result, or be
achieved or accomplished. Taking into account ¢inedoing, the following are identified as importaisk factors that could cause actual res
to differ materially from those expressed in anyMard-looking statement made by, or on behalfled, Company.

15




RAML Acquisition Related Risks
We may not be able to raise sufficient capital mnsummate the acquisition of RAML.

We need to raise the capital necessarpydlpe purchase price through an equity offering combination of and equity offering and
funding from joint ventures and strategic partngrshif we are unable to do so we will not be ablelose the acquisition. If we are unable to
close the acquisition and build the mill a subsémtortion of our uranium in New Mexico will noelable to be mined unless someone else
builds a mill.

We may not be able to consummate the acquisitioRaML during the time frame currently contemplateat at all.

We cannot assure investors that we wikilble to complete the acquisition during the tinzerfe currently contemplated, on the terms set
forth in the Purchase Agreement or at all. The detign of the acquisition is subject to a numbeclosing conditions, including NRC
approval and certain conditions that are outsideuofcontrol. In addition, if the acquisition istremnsummated by June 1, 2008, either party to
the Purchase Agreement may choose not to procebdhei transaction, unless the failure to comptle¢eacquisition results from the failure of
the party seeking not to proceed with the traneadt perform its obligations under the Purchasee@ment.

If we are unable to provide financial surety in ammount of up to $32 million, we will not be able tibtain the necessary NRC and state
Utah approvals of the acquisition.

Before we can obtain the required NRC dateof Utah approvals of the acquisition, we Wélve to provide financial surety to secure
remaining remediation work of RAML in an amountugf to $29 million for the NRC and $3 million forelstate of Utah. If we are unable to
provide that financial surety, we will not be abdeobtain the approvals and the acquisition will b®@ consummated. In the future, we may be
required to increase the size of our financial suf@er this work, and we cannot predict our abilibyobtain this additional surety.

RAML's environmental liabilities could be materiatimore than is currently estimate:

The estimated costs for remaining remeatiatiork at the Ambrosia Lake and Lisbon mill sitese been approved by the NRC and the
State of Utah, respectively, and we believe thatestimates are reasonable. The actual remed@igia could be higher, however; and it is
possible that additional reclamation or remediatiosts that cannot be currently anticipated onmestttd may be necessary to complete the
remediation work, and could be material. If sigeafit additional environmental remediation costsdatermined to be necessary, we may not
be able to fund such costs. A failure to fund thessts and to complete the required remediatiork would result in the loss of NRC and/or
State of Utah approval, as applicable, and, if suadts are associated with the Ambrosia Lake sitgld prevent us from constructing and
operating a new milling facility at such site, asfywhich would prevent us from realizing the betsefif the acquisition and would have a
material adverse effect on our business, whichcctad to a cessation of our operations.

We have agreed under the Purchase Agreement to imaiéy Billiton Investment 15 B.V. and its affiliate for all known and unknown
environmental liabilities of or relating to RAML ad remediation due to conditions that may exist dglee closing date of the acquisition.

Under the terms of the Purchase Agreemmamhave agreed to indemnify Billiton InvestmentBlY. and its affiliates for known and
unknown environmental liabilities of, or relating RAML that may be incurred or may arise afterdhesing date of the acquisition. Those
liabilities could be material and could arise assult of a number of factors, including regulatoeguirements or changes in laws regarding
known environmental conditions and discovery ofvasly unknown or
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undetermined conditions. If we are unable to satsfr indemnification obligation, if any, with resgt to these environmental liabilities, we
may be unable to continue our operations, whichccmsult in a loss of an investors' investmerian common stock.

After completion of the acquisition, we may not ege an amendment to RAML's existing NRC licenseaonew license from the NRC thi
would allow construction and operation of a convémal uranium mill facility in New Mexico.

The NRC must issue an amendment to RAMti'stiag license or a new license in order for RAkLconstruct and operate a
conventional uranium mill facility at its RAML Ambsia Lake Mill Site. The NRC will consider, amonther factors, operational data,
environmental impacts, site stability and safety inancial assurance. There can be no assurartoendsether such amendment or new lice
will be received, the timing thereof, or whethey @onditions will be imposed.

The RAML assets will not produce any operating raeves until the mill is built and operational unlesse can generate revenues from old
stope leaching or from 11e.2 operatior

Unless we are able to generate revenuesdhrold stope leaching or from 11e.2 operatioiw po a mill being in operation at Ambrosia
Lake, the acquisition of RAML will generate no rewe or positive cash flow until such mill is buahd operating. We estimate that the earliest
that this could occur is 4 to 5 years. Our SouthaBeoperations will not generate sufficient caslwfto support the overhead necessary to
implement our plan to build the mill at Ambrosiakea

If we are unable to raise the additional $250 toSEBmillion to fund the cost of planning and consteting the conventional mill at Ambrosi
Lake, we will be unable to build the mill. Our estate of the cost may be low, and inflation couldsa the total cost materially

We estimate the cost to plan and build lhahiAmbrosia Lake will range from $250 to $350llion. The funds raised to pay the purchase
price are not intended to fund the constructioicosa mill. We will need to secure the financfogthese construction costs through other
means. We have no such sources of capital availhés time, although we are pursuing variousraktives, including joint ventures and
milling agreements. The funds raised for the puseharice plus other capital raised through joimtuges and other methods will need to be
sufficient to support the overhead and other casseciated with implementing our plan for the Ansitd_ake mill. We cannot assure inves
that additional financing will be available on comntially reasonable terms, if at all. If we raisklgional funds by issuing equity or
convertible debt securities, we will reduce thecpatage ownership of our then-existing shareho)derd those securities may have rights,
preferences or privileges senior to those of oistierg shareholders. If we are unable to raiseigefit additional capital, we may be unable to
implement our plans.

If RAML's water rights are limited or eliminated bthe State of New Mexico, our plans to build thens@ntional mill would be materially
adversely affected.

The State of New Mexico could limit or elitate RAML's water rights as a result of non-uséheke water rights by RAML in recent
years. Without such water rights, we would be uaablbuild and operate a conventional mill. Logsooflimitation on the use of, RAML
water rights would materially adversely affect ability to realize the full benefit of the acquieit.

If there is a negative outcome to the Tronox litian, we will be adversely affecte

RAML is currently a party to a lawsuit agsti Tronox Worldwide LLC, or Tronox, the prior owref the Ambrosia Lake site regarding
responsibility for environmental liabilities assatgid with historical operations at the site. Thecome of the litigation with Tronox will
determine the scope of the
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Tronox's contractual obligation to indemnify RAMhbdshare in the costs of remediation and correetition for environmental impacts
associated with historical milling and mining tleaturred at the Ambrosia Lake site. See "RAML Mincquisition—Judicial and Regulato
Proceedings Involving RAML—Kerr McGee/Tronox Litigationfor a description of the Tronox litigation and ttests/damages at issue in the
Tronox litigation.

If the case is determined adversely to RAlllere may be future environmental costs for wiR&ML will have no recourse against
Tronox. Because we have agreed to indemnify Billttovestment 15 B.V. and its affiliates for knowmdaunknown environmental liabilities
or relating to, RAML that may be incurred or maisarafter the closing date of the acquisition,ilufe of RAML to prevail in its action agair
Tronox would potentially increase the costs assediaith additional environmental liabilities thae would be responsible to fund. If we are
unable to fund the remediation of these potentisirenmental liabilities, we may be unable to con#é our operations, which could result in a
loss of an investors' investment in our commonkstoc

We have incurred and expect to continue to incugsificant costs associated with the acquisitionRAML, whether or not the acquisition
completed. The funding of these costs will redube amount of cash available to us to fund other porate purposes.

We have incurred and expect to continuadar significant costs associated with the acgoisiof RAML, whether or not the acquisition
is completed. These costs will reduce the amoungsh available to be used for other corporateqae® including our South Texas operati
and the construction and operation of a mill at Aosia Lake.

Charges to earnings resulting from the applicatiaf the purchase method of accounting to the RAMLepgsition may adversely affect the
market value of our common stock.

In accordance with generally accepted acting principles, we will account for the RAML adsition using the purchase method of
accounting, which will result in charges to earmitigat could have a material adverse effect omtaket value of our common stock followi
completion of the acquisition. Under the purchasthwod of accounting, we will allocate the total ghase price to RAML's net tangible and
identifiable intangible assets based upon theimaded fair values at the acquisition date. Theesg®f the purchase price over net tangible
identifiable intangible assets will be recordedyasdwill. We will incur additional depreciation aadhortization expense over the useful lives
of certain of the net tangible and intangible assefjuired in connection with the acquisition. Ve r@quired to test for impairment of goody
on a yearly basis. To the extent the value of galbdwintangible assets with indefinite lives beces impaired, we may be required to incur
material charges relating to the impairment of éhassets. These depreciation, amortization anaehiiteénpairment charges could have a
material impact on our results of operations.

We may not be able to successfully integrate RAMi{ssiness with our business.

The realization of the benefits of the RAMtquisition will depend in part on the successftdgration of technology, operations and
personnel. The integration process will be compliexe-consuming and expensive and may disrupt asiness if not completed in a timely
and efficient manner. We cannot assure investatsRIAML's business can be successfully integratesdtimely manner, or at all, or that an’
the anticipated benefits from the acquisition Wwélrealized. Risks to the successful integratioRAKL include, among others:

. the impairment of relationships with employeestaueers and suppliers as a result of integratiomafiagement and other k
personnel;
. the potential disruption of our business and tiséraction of our management; a
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. unanticipated expenses related to the integrafiG?Ad/L.

We may not succeed in addressing thess askny other problems encountered in connectitimtive acquisition. Our inability to
achieve integration timely and efficiently couldué in a material adverse affect on our busintsancial condition and results of operations.

The acquisition of RAML may prove to be worth lebsn we paid because of uncertainties in evaluatsoand potential liabilities.

In evaluating the acquisition of RAML, wesassed a number of factors, including estimatesirdralized uranium material, mining
potential, future uranium prices, operating cosis potential environmental and other liabilitiebieSe assessments are inherently inexact and
their accuracy is inherently uncertain. In conrattivith our assessments, we performed a reviewAdfRwhich we believe is generally
consistent with industry practices. However, owie® will not reveal all existing or potential pieims. In addition, our review may not have
permitted us to become sufficiently familiar wit\RIL to fully assess its deficiencies and capalgtiWe have a limited contractual
indemnification under the Purchase Agreement faiage preclosing liabilities, including certain digssed environmental liabilities. In the ev
we discover existing or potential problems whicé aot covered under the limited contractual indéicetion provided for under the Purchase
Agreement, we may be forced to incur additionats;oshich costs could be substantial. If we areblm#o fund any such additional costs, or
problems or issues discovered after closing prewefitom realizing the benefit of the acquisitiony business and results of operations could
be substantially harmed.

If we cannot recover the RAML drill logs and reladedata specifically related to the RAML Ambrosia ke Mill Site, we could incur materie
costs to duplicate such data.

If we cannot recover certain drill logs amethted data specifically related to Section 3thefRAML Ambrosia Lake Mill Site that RAML
sold to a third party, we could incur material east duplicate such data in order to determinddbation of the mineralized uranium material
located in Section 35.

If the contemplated benefits of the acquisition RAML do not meet the expectations of financial ardustry analysts, the market price
our common stock may decline.

The market price of our common stock maglide as a result of the acquisition of RAML if wle not achieve the perceived benefits of
the acquisition as rapidly as, or to the extenicgrdted by, financial or industry analysts; or #féect of the acquisition on our financial results
is not consistent with the expectations of therizial or industry analysts. Accordingly, investaray experience a loss as a result of a
decreasing stock price.

Delay in closing the acquisition could adverselyfedt the Company

If the closing of the acquisition is deldyar does not occur our ability to execute our bhess strategy would be adversely impacted and,
consequently, the marketability and market pricewafcommon stock may decline; the market priceusfcommon stock may decline to the
extent that the current market price of our commimck reflects a market assumption that the adeprisivill be completed; and we would
incur certain costs and expenses without the bisregsociated with the completion of the acquisitio
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The market price of our common stock after the adsjtion of RAML may be affected by factors differefrom those that influenced th
market price of our common stock prior to the acgition of RAML, including the fact that unless wera able to generate revenues through
old stope leaching prior to the mill being in opdfan, the RAML operations are expected to generaterevenue from operations or positive
cash flow until the mill is built and operating, whh is not anticipated until between 2012 and 2013.

Our business and the current business dfiRAiffer significantly and, accordingly, the resaibf operations of the combined companies
and the market price of our common shares afteatheisition may be affected by factors differenti those that affected the independent
results of operations of each of the Company or RAor to the acquisition. As a result of the aisition, our stockholders will be depend:
in part upon the performance of RAML. Unless wealike to generate revenues through old stope leggdior to a mill being in operation at
Ambrosia Lake, RAML will not generate revenues froperations or potentially positive cash flow ustikch mill is built and operating. We
estimate that the earliest that this could occuildibe in 4 to 5 years.

After completion of the acquisition, we may be recpd to obtain additional permits from the State biew Mexico and may not recei
additional permits that would allow construction @moperation of a conventional uranium mill facilityn New Mexico.

The state of New Mexico may require hewnpies or amendments to RAML's existing permits idesrfor RAML to construct and operate
a conventional uranium mill facility at the RAML Arosia Lake Mill Site or as a condition to minifidhere can be no assurance as to whethel
such amendments or new permits will be receivealtithing thereof, or whether any conditions willibgosed.

RAML maintains its books and records on the basfdmternational Financial Reporting Standards, whit may make it difficult to integrate
with our records.

If we are unable to integrate RAML's intgroontrols with our own before the end of 2008, mey have to exclude RAML from our
assessment of our internal control over finan@gbrting, and that, in turn, could cause invesioisse confidence in our reported financial
information and could adversely affect the markétepof our common stock.

General Risks and Uncertainties
If we do not obtain additional financing, our busiss plan will fail.

As of February 29, 2008, we had approxitge$8.5 million in cash. We will require addition@hancing in order to complete our plan of
operations. We may not be able to obtain all offil@ncing we require. Our ability to obtain addital financing is subject to a number of
factors, including the market price of uranium, ketrconditions, investor acceptance of our busipéss, and investor sentiment. These fac
may make the timing, amount, terms and conditidredditional financing unattractive or unavailabdeus. If we are unable to raise additional
financing, we will have to significantly reduce apending, delay or cancel planned activities dstgntially change our current corporate
structure. In such an event, we intend to impleneapense reduction plans in a timely manner. Howekliese actions would have material
adverse effects on our business, revenues, opgrasults, and prospects, resulting in a poss#ileré of our business.

If tochu makes a negative investment decision, Qlaint Venture with Itochu for the development dfi¢ Church Rock Property wil
terminate, and we will not have a committed souafdinancing for the development of our Church Rodkroperty.

On December 5, 2006, HRI-Church Rock, laayholly owned subsidiary of the Company, enténéal a joint venture with a wholly
owned subsidiary of Itochu Corporation to develniptly our Church Rock property in New Mexico. Undlee terms of the joint venture, both
parties had until

20




April 2, 2007 to make a preliminary investment dem whether to move forward with the joint ventuFle parties then agreed to extend that
date to August 1, 2008. If ltochu makes a negativestment decision, the joint venture will termmand we will not have a committed sou
of financing for the development of our Church Rpcéperty.

Our ability to function as an operating mining conamy is dependent on our ability to mine our propied at a profit sufficient to finance
further mining activities and for the acquisitionrad development of additional properties. The vali&fiof uranium prices makes lon-range
planning uncertain and raising capital difficult

Our ability to operate on a positive cdshfbasis is dependent on mining sufficient quéegibf uranium at a profit sufficient to finance
our operations and for the acquisition and deveknof additional mining properties. Any profit Wilecessarily be dependent upon, and
affected by, the long and short term market prafagranium, which are subject to significant fluation. Uranium prices have been and will
continue to be affected by numerous factors beyamaontrol. These factors include the demand émlaar power, political and economic
conditions in uranium producing and consuming coest uranium supply from secondary sources andiwmaproduction levels and costs of
production. A significant, sustained drop in uraniprices may make it impossible to operate ourriss at a level that will permit us to cover
our fixed costs or to remain in operation.

The Navajo Nation ban on uranium mining in Indian Guntry encompasses approximately 84% of our in-@auineralized uranium
material on our properties in New Mexico and wilbgersely affect our ability to mine unless the besnoverturned.

In February 2007, the United States Envirental Protection Agency, or USEPA, determined 8gadtion 8 of our Church Rock property
was Indian Country and that the USEPA and not thie ©f New Mexico has the authority to issue tmelérground Injection Control, or UIC,
permits for Section 8 that are a precondition taing. We have appealed that decision to the Urstaties Court of Appeals for the Tenth
Circuit. The case has been briefed, and the Casshheduled oral argument for May 12, 2008. Tipawrsive definition of Indian country
adopted by the USEPA may encompass properties olgnadn-Indians within Navajo chapters in New Mexitf that expansive definition
prevails, as much as 84% of our in-place minerdliz@nium materials in New Mexico could be in Ind2ountry.

In April 2005, the Navajo Nation Councilgsad the Diné Natural Resources Protection Ac006b62rohibiting uranium mining and
processing on any sites within Indian Country. \@édye that the ban is beyond the jurisdictionh&f Navajo Nation. However, the ban may
prevent us from developing and operating the ptageuntil the jurisdictional issue is resolved.

Our inability to obtain financial surety would thraten our ability to continue in business.

Future bonding requirements to comply étheral and state environmental and remediationireapents and to secure necessary lice
and approvals will increase significantly when fetdevelopment and production occurs at our sitd®kas and New Mexico. The amount of
the bonding for each producing property is sulie@nnual review and revision by regulators. Weeexphat the issuer of the bonds will
require us to provide cash collateral equal toféfce amount of the bond to secure the obligatioithé event we are not able to raise, secure or
generate sufficient funds necessary to satisfyetbesiding requirements, we will be unable to dgvelor sites and bring them into production,
which inability will have a material adverse impact our business and may negatively affect ourtghid continue to operate.
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Our operations are subject to environmental risl

We are required to comply with environméptatection laws and regulations and permittinguieements, and we anticipate that we will
be required to continue to do so in the future.Naee expended significant resources, both finareidlmanagerial, to comply with
environmental protection laws, regulations and pgimg requirements and we anticipate that we balrequired to continue to do so in the
future. The material laws and regulations withia thS. that the Company must comply with includeAtomic Energy Act, Uranium Mill
Tailings Radiation Control Act of 1978, or UMTRCE&Jean Air Act, Clean Water Act, Safe Drinking Wa#est, Federal Land Policy
Management Act, National Park System Mining Regaoifest Act, and the State Mined Land Reclamation ActState Department of
Environmental Quality regulations, as applicables &e required to comply with the Atomic Energy ,Aas amended by UMTRCA, by
applying for and maintaining an operating licenserf the NRC and the state of Texas. Uranium operatmust conform to the terms of such
licenses, which include provisions for protectidrnoman health and the environment from endangetrchesto radioactive materials. The
licenses encompass protective measures consisitbrthe Clean Air Act and the Clean Water Act. Wiehd to utilize specific employees and
consultants in order to comply with and maintain compliance with the above laws and regulationiifg operations may be subject to of
laws administered by the federal Environmental &tidn Agency and other agencies.

The uranium industry is subject not onlytie worker health and safety and environmentk$réssociated with all mining businesses, but
also to additional risks uniquely associated witlinium mining and milling. The possibility of mas&ingent regulations exists in the areas of
worker health and safety, storage of hazardousriattestandards for heavy equipment used in mioingpilling, the disposition of wastes, the
decommissioning and reclamation of exploration,ingrand in-situ sites, climate change and otheirenmental matters, each of which could
have a material adverse effect on the costs ovittiglity of a particular project. We cannot predichat environmental legislation, regulatior
policy will be enacted or adopted in the futuréhow future laws and regulations will be administeoe interpreted. The recent trend in
environmental legislation and regulation, generafifoward stricter standards, and this trenikedy to continue in the future. This recent tr
includes, without limitation, laws and regulatice$ating to air and water quality, mine reclamatisaste handling and disposal, the protection
of certain species and the preservation of celtaids. These regulations may require the acquis@fgermits or other authorizations for
certain activities. These laws and regulations alag limit or prohibit activities on certain landdompliance with more stringent laws and
regulations, as well as potentially more vigoroon®ecement policies or stricter interpretation riséing laws, may necessitate significant
capital outlays, may materially affect our resolt®perations and business, or may cause maté@ages or delays in our intended activities.

Our operations may require additional asialyn the future including environmental, cultuaald social impact and other related studies.
Certain activities require the submission and apgdrof environmental impact assessments. Environah@ssessments of proposed projects
carry a heightened degree of responsibility for panies and directors, officers, and employees. &¥aat assure investors that we will be ¢
to obtain or maintain all necessary permits thay berequired to continue our operation or our esailon of our properties or, if feasible, to
commence development, construction or operatianining facilities at such properties on terms whectable operations to be conducted at
economically justifiable costs. If we are unablebtain or maintain permits or water rights for eleypment of our properties or otherwise fail
to manage adequately future environmental issuesmerations could be materially and adverselgcaéd.
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Because mineral exploration and development actestare inherently risky, we may be exposed to emvinental liabilities and othe:
dangers. If we are unable to maintain adequate imance or liabilities exceed the limits of our insance policies, we may be unable to
continue operations, which may result in a lossani investors' investment.

The business of mineral exploration andaetton involves a high degree of risk. Few projpsrthat are explored are ultimately develo
into production. Unusual or unexpected formatidasnation pressures, fires, power outages, latsnugtions, flooding, explosions, cave-ins,
landslides and the inability to obtain suitableadequate machinery, equipment or labor are otkks ihvolved in extraction operations and the
conduct of exploration programs. Previous miningragions may have caused environmental damagetatrcef our properties. It may be
difficult or impossible to assess the extent tochtsuch damage was caused by us or by the adiaitiprevious operators, in which case, any
indemnities and exemptions from liability may befiective. If any of our properties are found tw@d@ommercial quantities of uranium, we
would be subject to additional risks respecting dayelopment and production activities. Most exgili@n projects do not result in the
discovery of commercially mineable deposits of iwem

Although we carry liability insurance witespect to our mineral exploration operations, veg iImecome subject to liability for damage to
life and property, environmental damage, cave-insazards against which we cannot insure or agaihigth we may elect not to insure. In
addition, the insurance industry is undergoing gesand premiums are being increased. If premiumgldlincrease to a level we cannot
afford, we could not continue in business.

We face risks related to exploration and developméinwarranted, on our properties.

Our level of profitability, if any, in fure years will depend to a great degree on uraniticepand whether any of our exploration stage
properties can be brought into production. The @gtion for and development of uranium depositeives significant risks. It is impossible
ensure that the current and future exploration nog and/or feasibility studies on our existinggenties will establish reserves. Whether a
uranium ore body will be commercially viable depgma a number of factors, including, but not lirdite: the particular attributes of the
deposit, such as size, grade and proximity to stiftecture; uranium prices, which cannot be predieted which have been highly volatile in
past; mining, processing and transportation cp&s;eived levels of political risk and the williregs of lenders and investors to provide prc
financing; labor costs and possible labor strilees] governmental regulations, including, withoatitation, regulations relating to prices, ta
royalties, land tenure, land use, importing andoetipg materials, foreign exchange, environmentatgrtion, employment, worker safety,
transportation, and reclamation and closure ohtigat

The only market for uranium is nuclear power plantgorld wide, and there are a limited number of casters.

We are dependent on a limited humber afteteutilities that buy uranium for nuclear powsants. Because of the limited market for
uranium, a reduction in purchases of newly produgagium by electric utilities for any reason (sashplant closings) would adversely affect
the viability of our business.

The price of alternative energy sources affects ttmmand for and price of uranium.

The attractiveness of uranium as an alterméuel to generate electricity is to some degtependent on the relative prices of oil, gas, coal
and hydro-electricity and the possibility of devglm other low cost sources for energy.
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Public acceptance of nuclear energy is uncerta

Maintaining the demand for uranium at cotfevels and future growth in demand will depepdmiacceptance of nuclear technology as a
means of generating electricity. Lack of publicegmance of nuclear technology would adversely atfex demand for nuclear power and
potentially increase the regulation of the nucfgawer industry.

If we cannot add additional reserves to replace guation in the future, we would not be able to reman business.

Our future uranium production, cash flovd amcome are dependent upon our ability to minecomrent properties and acquire and
develop additional reserves. We cannot assure tiongethat our properties will be placed into praidlue or that we will be able to continue to
find and develop or acquire additional reserves.

Competition from better-capitalized companies affeprices and our ability to acquire properties apdrsonnel. Because we have limited
capital, inherent mining risks pose a significantiteat to us compared to our larger competitors.

There is global competition for uranium pedies, capital, customers and the employmenteatedition of qualified personnel. In the
production and marketing of uranium, there are exiprately 15 major producing entities, some of \ilhéece government controlled and all of
which are significantly larger and better capitatizhan we are. Many of these organizations alge kabstantially greater technical,
manufacturing and distribution resources than weh#/e also compete with uranium recovered fromdae@nrichment of highly enriched
uranium obtained from the dismantlement of Unitéat&s and Russian nuclear weapons and importg tdriited States of uranium from the
former Soviet Union. In addition, there are numereatities in the market that compete with us fopprties and are attempting to become
licensed to operate ISR facilities. Because we liavieed capital, we are unable to withstand sigaifit losses that can result from inherent
risks associated with mining, including environnatazards, industrial accidents, flooding, intptions due to weather conditions and other
acts of nature. Such risks could result in damage tlestruction of our infrastructure and produttiacilities, as well as to adjacent properties,
personal injury, environmental damage and procgsai production delays, causing monetary lossgpassible legal liability.

Industry-wide competition for exploration, development, ririg and milling equipment could delay production.

Competition and unforeseen limited sourdfesupplies in the industry could result in occasiospot shortages of supplies, and certain
equipment such as bulldozers, drilling rigs, logpirucks and other equipment that we might neembimluct explorationevelopment, mining
and milling.We will attempt to locate additional products, gouéent and materials as needed. If we cannot fiaghtbducts and equipment we
need, we will have to suspend our exploration aaketbpment plans until we do find the products egdipment we need. These types of
shortages could delay our production.

Our business could be harmed if we lose the serwiokour key personnel.

Our business and mineral exploration pnogrdepend upon our ability to employ the servidageologists, accountants and other exp
In operating our business and in order to contwwreprograms, we compete for the services of psidesls with other mineral exploration
companies and businesses. In addition, severdiesritiave expressed an interest in hiring certhguoemployees. Our ability to maintain and
expand our business and continue our exploratiograms may be impaired if we are unable to continulamploy or engage those parties
currently providing services and expertise to uglentify and engage other qualified personneldaa in their place. To retain
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key employees, we may face increased compensaigin, éncluding potential new stock incentive gsant
Possible dilution to shareholder:

Because we do not have enough capitaléowd® our business plan, shareholders may be diintdeir ownership if we raise capital.
Direct dilution would occur if we sell preferredbsk, common stock or debt convertible into commimitls with conversion and other terms
which large institutions can negotiate for subsédmiapital financings which result in more favdeaterms than buying stock in the market.
Indirect dilution would occur if institutional fimecing is raised for a subsidiary company. In teisrgrio, the percentage of the subsidiary held
by us would be diluted.

Terms of subsequent financings may adversely impatinvestors' investment.

In order to finance our cash needs, we hdlle to raise equity or debt in the future. Werentty have no authorized preferred stock. An
investors' rights and the value of an investorg&timent in our common stock could be reducedekample, if we have to issue secured debt
securities, the holders of the debt would haveaarcto our assets that would be prior to the rigifitstockholders until the debt is paid. Interest
on these debt securities would increase costs agdtively impact operating results. Preferred stumld be issued in series from time to time
with such designations, rights, preferences, anddtions as needed to raise capital. The ternpseferred stock could be more advantageous
to those investors than to the holders of commockst

Over 55% of our common stock is controlled by 5%néfcial holders and management.

Over 43.5% of our common stock is contly four stockholders of record. In addition, directors and officers are the beneficial
owners of approximately 11.8% of our common stddks includes, with respect to both groups, shdrasmay be purchased upon the
exercise of outstanding options. Such ownershithbyCompany's principal shareholders, executivieer® and directors may have the effe
delaying, deferring, preventing or facilitatingaesof the Company or a business combination witkird party.

The availability for sale of a large amount of shes may depress the market price of our common stock

As of March 1, 2008, 52,305,129 sharesusfammmon stock are currently outstanding, all bfch are registered or otherwise
transferable. The availability for sale of suclagge amount of shares may depress the marketqgfrme common stock and impair our ability
to raise additional capital through the public s#leur common stock. We have no arrangement withad the holders of the foregoing shares
to address the possible effect on the price ofcoatmon stock of the sale by them of their shares.

Iltem 1B. Unresolved Staff Comments.

We received a comment letter from the Sdearand Exchange Commission regarding our Dece®be2006 Form 10K/A. We have
responded to the their comments and believe we $atisfied their inquiries and questions. We filgdamended Form 10K/A on March 13,
2008 updating the filing for certain clarifying mative and enhanced disclosure items.
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Item 2. Properties.

South Texas

We currently control 3 major propertieshie state of Texas. The Kingsville Dome, Rosita ¥adquez properties are shown in Figure

No. 2.1 and are described belc

Figure No 2.1. Texas Properties Location Map
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Kingsville Dome (Figure 2.2)

The Property. The Kingsville Dome property consists of mindeases from private landowners on about 2,354gamd net acres
located in central Kleberg County, Texas. The lsgsevide for royalties based upon a percentageasfium sales of 6.25%. The leases have
expiration dates ranging from 2000 to 2007. We ot of these leases by production; and with arfémor exceptions, all the leases contain
clauses that permit us to extend the leases ndtdygproduction by payment of a per acre royaltygiag from $10 to $30. We have paid such

royalties on all material acreage. Mineralizatisfidund in the Goliad formation at depths of 600%0 feet.

Production History. Initial production commenced in May 1988. Frtman until July 1999, we produced a total of 3.Hiam pounds.
Production was stopped in July 1999, because akdspd uranium prices. We spent about $8.0 miifiarapital expenditures at Kingsville

Dome in 2007. We
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resumed production at Kingsville Dome in April 208&d produced 338,100 pounds of uranium in 2007spéat about $10.4 million in
capital expenditures and produced 94,100 poundsamiium in 2006. We believe that there is a sigaiit quantity of uranium remaining at

Kingsville Dome.

Permitting Status. A radioactive material license and undergrounjektion control permit have been issued. As nexag are proposed
for production, additional authorizations under #nea permit are required. Approval of our Productrea Authorization #3 was received in
February 2006 which allowed for the start-up ofdarction at Kingsville Dome in April 2006. Seé.&gal Proceedings”

Restoration and Reclamation.During 2007, we conducted restoration actisiis required by the permits and licenses on tbied,
spending approximately $595,000 on such activitie2006 and 2005, we spent about $321,000 and,$388n restoration costs.

Figure No. 2.2. Kingsville Dome Property
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Rosita (Figure 2.3’

The Property: The Rosita and Rosita South property consfstsimeral leases from private landowners on ab@i52gross and net
acres (775 acres in Rosita and 1300 acres in Rgiith) located in north-central Duval County, T&xXBhe leases provide for sliding scale
royalties based on a percentage of uranium sa®slfy percentages on average increase from 6.358 18.25% when uranium prices reach
$80.00 per pound. The leases have expiration dategng from 2012 to 2015. We are holding thessdsdy payment of rentals ranging from
$10 to $30 per acre.

Production History: Initial production commenced in 1990. From thuertil July 1999, URI produced a total of 2.64 ioiti pounds.
Production was stopped in July of 1990 becausepfassed uranium prices. Based on the significanéase in the market price of uranium,
we are re-evaluating the potential for uranium pictibn at the Rosita project and believe the ptajeald resume operations by either
producing uranium from Rosita or in conjunctiontwiirocessing uranium mined from other South Texeggts. In order to restart the plant
facility, we have spent about $2.8 million in 2006 plant refurbishment and wellfield developméne will need to spend additional funds for
the development and plant refurbishment to bring phoject back on-line and are evaluating the easfgsuch cash requirements, depending on
the projected scope of the operation. We are cdimdurestoration and reclamation, of which $820,0@% spent in 2007. In 2006 and 2005,
we spent about $676,000 and 618,000 for restoratioireclamation activities. Mineralization is fouin the Goliad Formation at depths of :
to 350 feet.

Permitting Status: A radioactive material license and an undergdoinjection control permit have been issued fer Rosita property.
The underground injection control permit is beingesded to include the Rosita South property. Pribdmlucould resume in areas already
included in existing Production Area AuthorizatioAs new areas are proposed for production, additiauthorizations under the permit will
be required.
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Figure No. 2.3. Rosita Property Mineral Ownershig
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Vasquez (Figure 2.4)

The Property. We have a mineral lease on 872 gross and nes &rated in southwestern Duval County, in Sdgkas. The primary
term expires in February 2008; however, we holddhase by production. The lease provides for ragmliased upon 6.25% of uranium sales

below $25.00 per pound and royalty rate increases sliding scale up to 10.25% for uranium salesioring at or above $40.00 per pound.
Mineralization is found in the Oakville formatioh@epths of 200 to 250 feet.

Production History. We commenced production from this property oidber 2004. We spent about $1.3 million in camtgdenditures

at Vasquez and produced 78,600 pounds of uranil280i@. We spent about $3.4 million in capital exgiemes at Vasquez and produced
165,000 pounds of
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uranium in 2006. We spent about $3.9 million initagxpenditures at Vasquez in 2005. We produdd&j@0 pounds of uranium in 2005 and
sold 271,000 pounds. We are conducting restoratimhreclamation, of which $33,000 was spent in 2007

Permitting Status. All of the required permits for this propertgve been received.

Figure No. 2.4. Vasquez Property
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Mosser Exploration Property(figure 2.5 The Mosser is a Goliad prospect consistindide parcels: Hope Garden which has 1500
gross and 825 net acres, Orange Grove which hasdre4s and 851 net acres and Ben Bolt which ha8 g&ss and net acres. They are all
located in Jim Wells county, Texas

Figure No. 2.5. Mosser Exploration Property
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Marshall Exploration Property(figure 2.6° The Marshall Property is a Goliad and Oakyjltespect consisting of 1953 gross and net

acres. It is located in Duval and McMullen counti€sxas.

Figure No. 2.6. Marshall Exploration Property
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New Mexico Properties

General. We have various interests in properties locatedew Mexico (Figure 2.7). We have fee landsep&td and unpatented
mining claims, mineral leases and some surfacesa¥e have spent $11.2 million to date on pemgttor New Mexico. Additional
expenditures will be required and could be matevis are unable to estimate the amount. We expattithatever is spent will occur over
multiple years. Sed_egal Proceedings" for a discussion of the current status of our légfor New Mexico

Figure No. 2.7. Location of New Mexico Properties
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Church Rock / Mancos (Figure 2.€

The Property. The Church Rock project encompasses about 223 and net acres. The properties are locateidiinley County,
New Mexico and consist of three parcels, knownextiGn 8, Section 17 and Mancos. None of theseefmlies within the area genera
recognized as constituting the Navajo Reservaf\aoess to the Church Rock property is via Statenitiy 566 and access to Mancos is via 4-
wheel drive ranch roads west of State Highway 566.

We own the mineral estate in fee for the DNEand the SW 1/4 of the NW 1/4 of Section 17N 1R16W. In Section 8, T16N, R16W,"
own the SE 1/4 in fee and hold the minerals inrést of the section with 26 unpatented federal mgirlaims (UNC1A thru UNC 26). For the
Mancos Property, we own the minerals in SectionTIBN, R17W, in fee, the minerals in the NW 1/4Sefction 7, T16N, R16W, in fee and
hold the minerals in the E 1/2 of Section 12, TIR47W, with 20 unpatented federal mining claims {iRhru KP5A, KP19, KP36, 121617-
14A thru 121617-18A, 121617-20A thru 121617-23A 48d617-32A thru 121617-35A). The federal unpat@méning claims are all held
through the payment of a $125.00 assessment féeyeac on each claim.

Mineralization occurs in the Westwater M&mnbf the Morrison Formation at depths of 800 t6Q feet.

The surface estate on Section 17, Manco8d®el3 and Mancos Section 7 is owned by the drBates Government and held in trust for
the Navajo Nation. On those sections we have rpydiligations ranging from 5% to 6 1 / 4% and a @%rriding royalty obligation to the
Navajo Nation for surface use agreements. The toyallties on Section 8 depend on the sales' pficeanium. Aggregate royalties ¢
potentially as much as 39.25% at the current pfaganium.

Development Plan. We anticipate that Church Rock will be thetfo§our New Mexico properties we will develop. Weent about
$504,000 and $305,000 in 2007 and 2006, respegtifa permitting activities and land holding coatsd about $382,000 in 2005 for
permitting activities and land holding costs. IncBmber 2006, we entered into a joint venture wtithHu to jointly develop this property (see "
Business—Joint Venture for Church Rock Property”).

Water Rights. The State Engineer approved our water righpdiegtion in October 1999 and granted us sufficigater rights for the lifi
of Church Rock.

Permitting Status. We have the radioactive material license fasti®a 8. This license is subject to the continymmgceedings described
under "Legal Proceedings" With respect to the UIC permits, sekégal Proceedings’' We do not plan to pursue permits for Mancos &t th
time.
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Figure No. 2.8. Church Rock / Mancos Property Mineal Ownership
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Crownpoint (Figure 2.9)

The Property. The Crownpoint properties are located in the Bzn Basin, 22 miles northeast of our Church Rigglosits and 35 mils
northeast of Gallup, New Mexico, adjacent to thert@f Crownpoint, New Mexico. The Properties coneist19 gross and 521.8 net acres.
We hold the minerals in the NW 4 of Section 9, T17N, R13W with 9 unpatented federaing claims (CP-1 thru CP9) and the minerals in
the SW!/ 4 0f Section 24, T17N, R13W with 10 unpatented fetiaing claims (CP-10 thru CP-19). In the $F1 of Section 24, T17N,
R13W we hold a 40% interest in the minerals throadéase (the "Walker" lease) on approximately 4&@s and hold 100% of the minerals
the remaining 21 acres with two unpatented fedaiaing claims (Consol | and Consol I1). In the ME4 of Section 25, T17N, R13W we hold
the minerals with eight unpatented federal minitagnes (Hydro-1 thru Hydro-8). The federal unpatehnteining claims are held through the
payment of a $125.00 assessment fee each yeacbrtlaém. Access is via paved road from State Hajh®71, through the town of
Crownpoint to Church Road to the main gate of tfuperty.

Mineralization is found in the Westwater ttger of the Morrison Formation at a depth of frofh0® to 2,300 feet. Three pilot shafts were
completed on the property in the early 1980's tertewnever completed. Surface facilities dating ftbose activities including buildings and
their associated electrical/water infrastructueesill in-place and are currently used as off@ed storage facilities.

Development Plan. We spent about $164,000 and $91,000 in 200728048, respectively, for permitting activities dadd holding cost
and about $397,000 in 2005 for permitting actigt@nd land holding costs.

Water Rights. The State Engineer approved our water rightdiegiion on May 18, 2004 and granted sufficientevaights for the life
of the Crownpoint ISR project.

Permitting Status. See 'Legal Proceedings' for a discussion of the radioactive materialfise for Crownpoint. The surface estate on
Section 19 and 29 is owned by the United Statese@wrent and held in trust for the Navajo Nation avay be subject to the same
jurisdictional dispute with respect to the UIC péras for Section 8 and 17 in Church Ro
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Figure No. 2.9. Crownpoint Property Mineral Ownershp
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Nose Rock (Figure 2.1C

The Nose Rock property consists of appraxély 6,400 acres and is located about 12 miletheast of Crownpoint, New Mexico. The
minerals is held in fee on Sections 10, 11, 1518719, 20, 29, 30 and 31 all in T19N, R11W. Ascesthe property is via a¥4 2mile private
paved road north of Tribal Road 9. The property degeloped by Philips Uranium Corporation in theye2980's and includes two circular
concrete-lined shafts that have been completedigpth of 3,300 feet. Both shafts have been pluggedrface and just above the Westwater.
There is no usable surface infrastructure on Blteeralization occurs in the Westwater Member & forrison Formation.

Figure No. 2.10. Nose Rock Property Mineral Ownersp
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West Largo(Figure 2.11

The West Largo property is comprised ofcgirtiguous sections of land located in McKinleyu@ty, New Mexico about 21 miles north
the town of Milan, New Mexico and about three milesst of State Highway 509. Access is via a ninke-diwheel drive road from State
Highway 509. The minerals on sections 17, 19, 212 T15N, R10W is held in fee and the mineralsections 20 and 28 T15N, R10W is
held by 75 unpatented federal mining claims (ID@LtiD91 and ID95 thru ID98). The Federal unpatdnteéning claims are held through the
payment of a $125.00 assessment fee each yeacbrcleam.

Mineralization occurs in the Westwater M&mnbf the Morrison Formation at depths ranging f2@00 to 2,750 feet depending on
surface topography. Over 1,000 drill holes weralusadefine the mineralization in the late 197@id aarly 1980's. Other than this exploration
drilling, there has been no development on thiperty.
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Figure 2.11. West Largo Property Mineral Ownership
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Roca Honda (Figure 2.12

The Roca Honda property is comprised of gactions of land totaling approximately 2,560eadocated about 4 miles northwest of the
town of San Mateo in McKinley County, New Mexicedions 13, 15 and 17, T13N, R8W are held in fekSection 8, T13N, R8W is held
36 unpatented federal mining claims (Roca HondthBbRoca Honda 63, Roca Honda 82 thru Roca HofAd&8ca Honda 109 thru 117 and
Roca Honda 136 thru Roca Honda 144). The fedegdtemted mining claims are held through the payroeat$125.00 assessment for each
year on each claim. The property is accessed au@us «-wheel drive ranch roads north of State Highway.605

Mineralization occurs in the Westwater Me&mnbf the Morrison Formation at depths ranging frbff00 on Section 17 to over 3,300 feet
in Section 13. In the late 1970's and early 198@iEpus operators drilled 620 exploration holeslmproperty. In the late 1980's, Kerr-McGee
sank a shaft to a depth of 1,475 feet on Sectioio Hévelop the property, then known as the LeeeMithe shaft was stopped short of the ore
zone and the mine closed down when uranium preésf1983. There is no useable infrastructuresoriace.
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Figure No. 2.12. Roca Honda Property Mineral Owneriip
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Potential ISR and OSL areas (Figures 2.13 & 14). Several areas in TI3N R 9 W and T14 N R 10Wbaieg considered for early
application of ISR methods (Sections 13 and 171#N R9W and Sections 5 and 27 of T14 N R 10W). Réng activities has been initiated
in TL3N R9W to allow drilling on these sectionsofatain ore samples and water quality data. All ldedcribed is owned in fee.

Two other sections in T14N R10W (SectioBs#d 25) have been the site of extensive developaral mining in the past and could
provide excellent targets for the application ofl Skope Leaching operations. Work on these projeittsontinue through the year. Mineral
these two sections is owned in fee.
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Figure No. 2.13. West Ambrosia arei
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Figure 2.14. T13N R9W Ares
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Insurance
Our property is covered by various typesefirance including property and casualty, ligpiind umbrella coverage. We have not

experienced any material uninsured or under inslogsks related to our properties in the past afidue that sufficient insurance coverage is
in place. Future losses if sustained would not béenal.

Reclaimed Properties

We have completed production and groundwatgoration on our Benavides and Longoria prejé@cttSouth Texas. We completed the
final stages of surface reclamation on these proj@ad received full and final release for thesessn 1999.
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We acquired the Section 17 leases in the Mexico Church Rock district from United Nucleaoi@oration. It had conducted
underground mining for uranium on Section 17 andl teelaimed these properties. In the acquisiticn assumed any liability of United
Nuclear Corporation for any remaining remediatiarkthat might be required. The New Mexico Energiynéals and Natural Resourc
Department has not determined what, if any, additioemediation would be required under the New iete¥ining Act. If more remediation
work is required, we believe it would not involvetarial expenditures.

Item 3. Legal Proceedings.
New Mexico Radioactive Material License

In the State of New Mexico, uranium recgvey ISR technology requires a radioactive matdtiednium recovery) license issued by the
United States Nuclear Regulatory Commission (thRCNor the "Commission™). We applied for one licem®vering the properties located in
both the Church Rock and Crownpoint districts ailiely known as the Crownpoint Uranium Project @UThe Commission issued a
radioactive material (uranium recovery) licensetfe CUP in January 1998 that allowed licensed dg&ations to begin in the Church Rock
district. In mid-1998, the Commission determinedttbertain interested stakeholders who requesté&tR® administrative hearing had
standing to raise certain objections to the liceAspanel of Administrative Law Judges (NRC's AtarBiafety and Licensing Board (hereina
“Licensing Board")) conducted a hearing during 19818 Licensing Board upheld the Church Rock Sediportion of the NRC license and
granted our request to defer any dispute on thairéng CUP properties until we make a decision Wwleto mine these other properties.

The Licensing Board's ruling was then afgzto the full Commission. On January 31, 2008, @mmmission issued an order concurring
with the technical, substantive, and legal findinfithe Licensing Board, but the Commission alsearined that we were required to submit
restoration action plans for each CUP projectaité that we must proceed with the hearing procasthé other New Mexico properties
beyond Church Rock Section 8. Subsequently, therasimative hearing was held in abeyance until 2qQ#suant to NRC-supervised
settlement negotiations between the parties.

In February 2004, the Licensing Board isisae order, which concluded that we must make thpeeific changes to our submitted
restoration action plan for Church Rock Section 8rider to commence mining operations at Churchmartion 8. The Commission accef
our petition for review on two of the three issa@sl subsequently overruled the Licensing Boarcheed issues. Then, the parties agreed to
truncate the number and scope of the issues remgalioi consideration at the remaining three CURgetcsites. Since then, the Licensing
Board and the full Commission has endorsed oundieeand its requirements for the CUP.

In summary, all contested issues regartiegCUP were decided by the Licensing Board infavor, with a few minor amendments, and
affirmed on appeal by the full Commission. Intereemnhave appealed the Commission's final approgtdrato the United States Court of
Appeals for the Tenth Circuit. We have intervenadehalf of NRC to defend the license. All requitegal briefs have been filed by all pari
in this proceeding and oral argument is expectdzktecheduled in mid-2008.

New Mexico UIC Permit

The State of New Mexico, the USEPA, andNlagajo Nation are engaged in a jurisdictional dispas to which regulatory entity
(i.e., USEPA or the State of New Mexico) has thihauity to issue Underground Injection Control (@J) program permits, which are requi
to mine the Church Rock Section 8 property. Theutis was taken to the United States Court of Agpfeailthe Tenth Circuit, which, in
January 2000, remanded to the USEPA the issue ahtth Section 8 Church Rock property was Indiann®y. In February 2007, the
USEPA issued a decision finding that the Church
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Rock Section 8 property is Indian country and thatUSEPA is the proper authority to issue the pé@nit. We have appealed that decisio
the United States Court of Appeals for the Tenttt@i. The decision can be accessed at the USER#OR® website at
http://www.epa.gov/region09/water/groundwater/perdatermination.html All required legal briefs have been filed in thimceeding and we
are waiting for the Court to schedule oral argument

Bonding for Texas Groundwater Restoration Obligatios

In March, 2004, the Company entered ineo@roundwater Restoration Performance AgreemenP@Rwith the Texas Department of
Health ("TDH"), later renamed the Texas Departnodr8tate Health Services ("DSHS"), the Texas Comimison Environmental Quality
(TCEQ) and United States Fidelity and Guaranty fasce Company as a means of funding the Compangtirng groundwater restoration at
the Kingsville Dome and Rosita mine sites at spetifreatment rates, utilizing a portion of the Qamy's cash flow from sales of uranium
from the Vasquez site as a substitute for additiboading. Although Kleberg County and an ad haizen group brought suit in April, 2004
challenge the GRPA, Kleberg County settled with@oenpany and withdrew its support and funding efshit in December, 2004. In June,
2007, DSHS' regulatory authority over uranium reggwperations, including its oversight of grountlvaestoration bonds posted for uran
mining operations was transferred to TCEQ; andAogust 31, 2007, the GRPA expired according téeitms. The citizen group has taken no
further action to pursue the suit.

Dispute over Kleberg County Settlement Agreement

In February, 2007, Kleberg County, Texagsetl the Company that the County had retainedsmlun investigate its remedies, including
injunctive relief against new uranium mining at empany's Kingsville Dome mine site. The dispetates to differing interpretations of the
Company's December, 2004 settlement agreementiétierg County as to the level of groundwater negion the Company agreed to
achieve in Kingsville Dome production areas 1 an8e&xking to resolve these issues amicably, thep@ognelected to defer briefly the startup
of production at the new wellfield. When the negtitins failed, the Company notified the Countytsfitent to begin new production. The
Company believes it is in full compliance and ereghin a mediation of this dispute. On SeptembeR28y, after negotiations had stalled, the
Company filed suit against the County for declamatelief interpreting the Settlement Agreemente T@ounty answered the suit with a general
denial but has not asserted a counterclaim foefratiainst the Company. Neither party has pressechatter further; and the Company does
not anticipate this dispute will interfere with itgning at Kingsville Dome.

Kingsville Dome Production Disposal Well Permit rerwals and Production Area Authorization 3

After an August, 2005 hearing, the Texam@dssion on Environmental Quality ("TCEQ") votedamimously February 22, 2006 to rer
the Company's disposal well permits, WDW-247 andW¢R48, and to issue Kingsville Dome Production Afeahorization 3 ("PAA 3"). A
citizens group and a Ms. Garcia filed for judigieview of the TCEQ action. The Texas Attorney Gahanswered in defense of TCEQ); and,
the Company has intervened to defend the TCEQtWbeases have been consolidated; a judge hasassgmned; and, in June, 2007, the
TCEQ submitted its administrative record for review

In June, 2007 an attorney claiming to haeen newly engaged by a plaintiff, Ms. Garcia, freddiall parties that Garcia wished to
withdraw from the litigation and requested thatfuxther action be taken and her action was disrdis®a June 27, 2007, Garcia's original
counsel moved to appoint a guardian or represeptéir Ms. Garcia. The Company challenged the siefficy of the request for appointmen
a guardian or representative for Ms. Garcia; and®&éscia's original counsel set his motion for rain August, 2007. Before the hearing
date, original counsel for Ms. Garcia,
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tentatively rescheduled the hearing for October2®®7 and then canceled that hearing date. Nodugttion on the matter has been sched

The permits and production area authooraisued by TCEQ remain effective until and untessrturned by a reviewing Court; and, the
Company believes the TCEQ action issuing the psramitl production area authorization is well-founded will be affirmed when considered
on the merits.

Navajo EPA letter and UNC Demand for Indemnity

By letter dated January 23, 2008, the Nadgjtion Environmental Protection Agency (NNEPA)tse document dated September 2007
titted "Radiological Scoping Survey Summary Repeot The Old Church Rock Mine Site" (Survey ReptstHydro Resources Inc (HRI) and
United Nuclear Corporation and General Electric W®E). The Survey Report was reportedly preparedsponse to a claim by NNEPA
against HRI and UNC/GE for potential liability faranium contaminated materials present on HRI's@hRock Mine Site. NNEPA reques
HRI and UNC/GE to undertake a "comprehensive amdildd characterization” of HRI's Church Rock MBiée and adjacent lease areas, as
recommended in the Survey Report.

By letter dated January 29, 2008, UNC akq @irsuant to a certain Supplemental Purchaseefiggat and Guarantee, demanded that
HRI and Uranium Resources Inc (URI) defend andnmaiéy it for all loss, cost, expense, liabilitiesdaobligations that have been or will be
incurred or sustained by GE and UNC with respeti¢orequest asserted by NNEPA.

The scope and potential cost of complyiritdp whe request asserted by NNEPA are presentlpawk. HRI and URI have requested
supplemental information from NNEPA and are evahgathe basis for the demand asserted by UNC/GE.

Other

On July 13, 2007, Juan Gonzalez, an employea drilling contractor engaged by the Compavgs killed when the drill rig on which he
was making repairs backed over him. His heirs Hée® claims against the drilling company and usr @surance carrier is defending the
matter on our behalf. We believe we have meritaridefenses to the claims and that, in any evenhave adequate insurance to cover the
matter.

The Company is subject to periodic insgethby certain regulatory agencies for the purpdstetermining compliance by the Company
with the conditions of its licenses. In the ordinaourse of business, minor violations may occowyéver, these are not expected to cause
material expenditures.

ltem 4. Submission of Matters to a Vote of Secity Holders.
None.
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claim

concentrates

conversion

cut-off grade

gross acres

Indian Country

mineralized material

net acres

ore

probable reserves

proven reserves

reclamation

GLOSSARY OF CERTAIN URANIUM INDUSTRY TERMS

A claim is a 20 acre tract of land, the right tonebf which is held
under the federal General Mining Law of 1872 anpliapble local
laws.

A product from a uranium mining and milling facjljtwhich is
commonly referred to as uranium concentrate 3 O 8.

A process whereby uranium concentrates are corvaerte forms
suitable for use as fuel in commercial nuclear tieac

Cut-off grade is determined by the following forrmylarameters:
estimates over the relevant period of mining casts treatment costs,
general and administrative costs, refining costgalty expenses,
process and refining recovery rates and uraniugeg!

Total acres under which we have mineral rights ardmine for
uranium.

A term derived from jurisdictional determinatiomsdriminal law
enforcement proceedings under 18 U.S.C. § 115Laddrstood to
encompass territory situated within Indian reséovest, land owned by
Indian allottees and land within a dependent Indi@mmunity.

A mineralized body which has been delineated by@mmately spaced
drilling and/or underground sampling to supportiffisient tonnage ar
average grade. Such a deposit does not qualifyreseave, until a
comprehensive evaluation based upon unit costegradoveries, and
other material factors conclude legal and econdedsibility.

Actual acres under lease which may differ from grasres when
fractional mineral interests are not leas

Naturally occurring material from which a mineralminerals of
economic value can be extracted at a reasonabiié. |

Reserves for which quantity and grade and/or qualé computed frol
information similar to that used for proven (measi)rreserves, but the
sites for inspection, sampling and measuremenfaatteer apart or are
otherwise less adequately spaced. The degree whase, although
lower than that for proven (measured) reservdsigis enough to
assume continuity between points of observa

Reserves for which (a) quantity is computed frometisions revealed
in outcrops, trenches, workings or drill holes;dgand/or quality are
computed from the results of detailed sampling @)dhe sites for
inspection, sampling and measurement are spaceldsaly and the
geologic character is so well defined that sizapgh depth and mineral
content of reserves are w-established

Reclamation involves the returning of the surfamaaf the mining an
wellfield operating areas to a condition similampte-mining.
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recoverable reserves

reserve

Reserves that are either proven or probable, arsiqdily minable and
can be profitably recovered under conditions spegtiéit the time of the
appraisal, based on a positive feasibility studye €alculation of
minable reserves is adjusted for potential minegpwery and dilutior

That part of a mineral deposit which could be ecoically and legally



restoration

roll front

shut in

shut-in royalty

spot price

surety obligations

tailings

uranium or uranium concentrai

U3Os

waste

extracted or produced at the time of the reserteragnation.

Restoration involves returning an aquifer to a déto consistent with
our pre-mining use. The restoration of wellfielshdze accomplished by
flushing the ore zone with native ground water andésing reverse
osmosis to remove ions to provide clean waterdonjection to flush
the ore zone

The configuration of sedimentary uranium ore bodigshey appear
within the host sand. A term that depicts an elomga@anium ore mass
that is "C" shapec

A term that refers to ceasing production or thesabs of productior

A lease clause permitting the extension of a leasdreld by productio
by payment of a per acre royal

The price at which uranium may be purchased fawel within one
year.

A bond, letter of credit, or financial guaranteestea by a party in favor
of a beneficiary to ensure the performance ofiitarmther party's
obligations, e.g., reclamation bonds, workers' censation bond, or
guarantees of debt instrumer

Waste material from a mineral processing mill after metals and
minerals of a commercial nature have been extraotethat portion of
the ore which remains after the valuable mineralseetheen extracte

U 3 O 8or triuranium octoxide

Triuranium octoxide equivalent contained in uranicomcentrates,
referred to as uranium concentre

Barren rock in a mine, or uranium in a rock forroatthat is too low in
grade to be mined and milled at a prc
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PART Il
Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases &quity Securities.

Since April 12, 2007, our Common Stock baen listed on the NASDAQ Global Market under tymisol "URRE." Between April 11,
2007 and October 15, 2004, our shares were quatgideoOver the Counter Bulletin Board and we werallgt quoted on both the OTCBB and
the Pink Sheets during those dates.

The following table sets forth the high dow bid prices for the Common Stock as reportedhenapplicable markets for the periods
indicated:

Common Stock

Fiscal Quarter Ending High Low

December 31, 200 $ 1402 $ 8.9
September 30, 20( 11.32 7.0¢
June 30, 200 11.81 8.0C
March 31, 200" 8.7t 4.4C
December 31, 200 6.8€ 2.51
September 30, 20( 5.3C 1.8:
June 30, 200 7.6( 4.6(
March 31, 200¢ 7.6¢ 3.1z2

As of December 31, 2007, 52,305,129 shafresir Common Stock were outstanding. On that datre were 167 holders of record.

On March 29, 2006 the Board of Directorslde=d a 1 for 4 reverse stock split for stockhrddef record on April 10, 2006. All of the
common stock share information, share price infeionaand share ownership information in this AnnRaport on Form 10-K/A has been
revised to give effect to the reverse stock splie split was approved by the Company's Stockhsldethe 2005 Annual Meeting of
Stockholders.

Dividends

We have never paid any cash or other diddeon our Common Stock, and we do not anticipayeng dividends for the foreseeable
future.

Securities Authorized for Issuance Under Equity Corpensation Plans

The following table sets forth informatias of December 31, 2007 regarding equity compeasédithe Company's employees, officers
and directors under equity compensation plans.

Number of shares

issuable under Number of shares

outstanding options Weighted average available for
Plan category and rights exercise price future issuance
Equity compensation plans approved by seci
holders 4,601,88 $ 2.81 630,50(
Equity compensation plans not approved by sec
holders 851,23: $ 0.8C 0
Total 5,453,11! $ 2.4¢ 630,50(
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Performance Graph

The following chart compares the yearlyraes in total stockholder return on the Comparmyrsroon stock against four other measures
of performance. The comparison is on a cumulatagsfor the Company's last five fiscal years. fithe other performance measures are the
Russell 2000 index, the NASDAQ stock market indbg, Dow Jones Wilshire Microcap index and a peeugrconsisting of Cameco Corp.
and US Energy Corp. In each case, we assumedttat imvestment of $100 on December 31, 2002 aim/estment of all dividends. Dates on
the following chart represent the last trading déthe indicated fiscal year. The Companies conmmyisur peer group are Cameco—CCJ,
Denison—DNN, Uranerz—URZ, And Uranium Energy—UEC.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Uranium Resources(New)

59,000 -

—B— Uranium Resources (New) == == NASDAQ Composite
---G--- Russell 2000 —— Dow Jonas Wilshire MicroCap
—— New Peer Group —&— Old Peer Group

Recent Sales of Unregistered Securities.
None.
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Item 6. Selected Financial Datz

The following tables provide selected fici@hand operating data for each of the fiscal yéathe five-year period ended December 31,
2007. The selected financial and operating datéosttt below should be read in conjunction withdame qualified in their entirety by referel
to, the section entittedManagement's Discussion and Analysis of Financial@dition and Results of Operation" and the Company's
financial statements and related notes includegdisre in this annual report. Historical results mot necessarily indicative of results to be
expected in any future period.

For the Year Ended December 31,

2007 2006 2005 2004 2003

(In thousands except per share and per pound amousit

Uranium sale: $ 31,14: $ 8,581 $ 4,865 $ 1,00¢ $ —
Cost of sale—operations 18,051 12,68’ 6,29¢ 1,76¢ 797
(Gain) loss on derivative — (34,82) 30,97¢ 13,11 2,73¢
Writedown of uranium properties and exploration enges 99¢ 3,49t 0 46 341
Total cost of uranium sale 19,05( (28,639 37,27+ 14,92¢ 3,87
Gain (loss) from operations before corporate exgs 12,09: 27,22( (32,409 (13,91) (3,872
Corporate expenst 11,76¢ 6,791 3,20¢ 2,00¢ 88:<
Gain (loss) from operatior 32t 20,42¢ (35,619 (15,929 (4,755
Interest and other, n 758 1,081 531 58 244
Gain (loss) before accounting char 1,07¢ 21,51¢( (35,087) (15,864 (4,517
Cumulative effect of accounting chan — — — — 1,44
Net earnings (loss $ 1,07¢ $ 2151( $ (35,08) $ (15,865 $ (3,069)

Gain (loss) per common share before cumulativecett
accounting changt

Basic $ 0.0z $ 044 % 0.96) % (0.5 % (0.19)

Diluted $ 0.0z $ 04z $ (0.96) $ 059 % (0.17)

Cumulative effect of accounting change per comniares

Basic $ — 3 — $ — $ ) 0.0¢

Diluted $ — $ — 3 — 3 — $ 0.0¢

Net earnings (loss) per common shi

Basic $ 0.0z $ 044 $ 0.9 % (0.59 % (0.09)
I I I

Diluted $ 0.0z $ 04z $ (0.9¢) $ (0.55 % (0.09)

Weighted average common stock and equivalentsamdistg:

Basic 52,11¢ 48,33¢ 36,64« 28,72t 18,19
Diluted 56,08! 51,56( 36,64« 28,72t 18,19«
CONSOLIDATED OPERATING AND OTHER DAT#
Cash provided by (used in) operatic $ 11,29¢ $ (2,219 % (1,722 $ (2,540 $ (1,9572)
Capital expenditures and investing activit (22,909 (31,909 (6,364 4,777 65E
Financing activitie: 722 48,44* 13,67( 7,27 581
Net increase (decrease) in cash and equiva $ (10,899 $ 14,32 $ 5,58 $ 41 % (71€)
I I I
Pounds of uranium produci 417 25¢ 31C 76 —
Pounds of uranium delivere 43t 263 271 72 —
Average sales price per pou $ 7161 % 32.6: % 17.9t $ 13.9¢ —
Average cost of produced pounds s $ 3321 % 43.3¢ $ 20.3: $ 11.7¢ —
Royalties/commissions per pound s $ 6.9¢ $ 29z $ 131% 0.9¢ —

52




CONSOLIDATED BALANCE SHEET DATA

At December 31,

2007 2006 2005 2004 2003

(In thousands)

Cash and cash equivale $ 928 $ 20,177 $ 585 $ 26 $ 31C
Working capital 8,07z 18,37: (16,370 (5,650 11¢&
Net property, plant and equipme 30,61 18,19¢ 8,68¢ 4,30¢ 684
Total asset 52,93’ 45,93¢ 17,91 6,59- 1,49¢
Unrealized loss on derivativi — — 46,82! 15,84¢ 2,73¢
Total debi 83¢ 83¢ 62€ 58t 58t
Total liabilities 10,06( 9,167 53,90: 21,88« 8,29¢
Total shareholders' equity (defic $ 4287 $ 36,76¢ $ (35,990 $ (15,299 $ (6,800

Item 7. Management's Discussion and Analysis &inancial Condition and Results of Operation.
Forward Looking Statements

This Item 7 contains "forward looking staents.” These statements include, without limitgtstatements relating to liquidity, financing
of operations, continued volatility of uranium grgcand other matters. The words "believes," "expetrojects,” "targets,” "estimates” or
similar expressions identify forward-looking staems. We do not undertake to update, revise oecbany of the forward-looking
information. Readers are cautioned that such faiv@oking statements should be read in conjunatitth our disclosures under the heading:
"Risk Factors" beginning on page 11.

Overview

We are in the business of finding, deveigpand producing uranium. The market for uraniutimiged as its only commercial use is as
fuel for nuclear power plants. Our producing operet are located in South Texas where we have finggeerties: Kingsville Dome, Vasquez
and Rosita. We are currently producing at Kingsvilome and Vasquez, and plan to begin productiétosita in 2008. The majority of our
assets are located in North New Mexico where we $88)000 acres of mineral holdings, which contg@praximately 101.4 million identified
in-place mineralized uranium materials.

Financial Condition and Results of Operations
Comparison of Twelve Months Ended December 31, 20106 and 2005

Production and production costs.Our uranium production was 416,700 pounds 8i72@59,100 pounds in 2006 and 310,000 pounds in
2005. Production began at our Vasquez projectdrfabrth quarter of 2004 and reached peak productidput in 2005. In 2006 we saw a
decline in Vasquez production and the start-uproflpction from our Kingsville Dome project. Thighd continued in 2007 with Vasquez
contributing 19% of overall production and Kingé¥iDome contributing 81% of our uranium producti®he start-up of production from
Kingsville Dome wellfield 13 in January 2007, thesf new production from our Production Area 3 @d&ville Dome, resulted in the
production increases in 2007 over our 2006 prodaaiutput.
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The following table details our productiand production cost breakdown for the year endezeBer 31, 2007, 2006 and 2005:

2007 2006 2005
Vasquez production 78,60( 165,00( 310,00(
Kingsville Dome production 338,10( 94,10( —
Total production 416,70( 259,10( 310,00(
Total operating cost $ 7,510,000 $ 6,280,000 $  4,387,00
Per pound operating cos $ 18.0: $ 242: % 14.1¢
Total depreciation and depletion co $ 6,078,000 $ 6,018,000 $  1,871,00
Per pound DD&A cos $ 145¢ $ 232 % 6.04
Total production cos $ 13,588,00 $ 12,298,000 $ 6,258,00
Production cost per pout $ 3261 $ 47.4¢  $ 20.1¢

Total operating costs, total depreciatind depletion costs and total production costs izlifor the periods presented above differ from
the cost of uranium sales recorded in consolidstggments of operations because of changes antbents recorded to inventory for the s
periods. The cost of uranium sales amounts indldeales of uranium inventory on hand at the bréggof the period and does not include
certain uranium produced during the period but m@tssold at period end.

The following table provides a reconcilitiof production costs to cost of uranium salesHeryear ended December 31, 2007, 2006 and
2005:

2007 2006 2005
Operating cost $ 7,510,000 $ 6,280,000 $ 4,387,001
Change in uranium invento 682,00( (705,000 (452,000
Operating expense for uranium production  $ 8,192,000 $ 5,575,000 $ 3,935,00!
Depreciation and depletion co: $ 6,078,000 $ 6,018,000 $ 1,871,00!
Change in uranium invento 173,00( (191,000 (211,000
Depreciation and depletion for uranit

production solc $ 6,251,000 $ 5,827,000 $ 1,660,00!
Total production cost $ 13,588,00 $ 12,298,00 $ 6,258,00!
Change in uranium invento 855,00( (896,000) (663,000
Direct cost of uranium production sc $ 14,443,00 $ 11,402,00 $ 5,595,00!

We expect our 2008 production rates todraparable to those seen in 2007 with total progepteduction in 2008 in the 400,000 to
450,000 pound range. While our direct productiostge@ 2007 dropped to below $33.00 per pound vpeebsuch costs to rise in 2008. The
increases are expected because of production beurged from higher cost Kingsville Dome wellfielisd Vasquez wellfields in 2008. Our
2008 production plan involves maximizing productfoom our existing wellfields at Kingsville Domeribging on additional wellfields at this
project, commencing production at our Rosita projethe second quarter of the year, continuingrtmuce the existing wellfields at Vasquez
providing they remain economically viable and exgiag Vasquez production from new wellfields in g&2008. These production increases
will be dependent upon certain factors impactinghdédows including continuing strong uranium margetes, the continued availability of
development and production resources and abiligotdginue to delineate and develop new productietifields as existing wellfields are
produced.
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Uranium Sales. In 2007, we sold a total of 434,900 poundsrahium produced from our Kingsville Dome and Vasgjpsjects,
resulting in revenues of $31.1 million. In 2006, sedd a total of 263,000 pounds of uranium producech our Kingsville Dome and Vasquez
projects, resulting in revenues of $8.581 million2005, we sold 271,000 pounds of Vasquez prodogtiesulting in revenues of
$4.865 million (including $253,000 from the rendgtibn of the contract price of sales that were eniadthe fourth quarter of 2004).

Cost of Uranium Sales. Our direct production costs for uranium saleslenin 2007, 2006 and 2005 was $14.4 million, $idildon and
$5.6 million, respectively. The 2006 and 2005 antsame exclusive of the gain/(loss) on derivatioE$34.8 million and ($31.0) million
recorded in connection with our amended uraniuressabntracts. Our total cost of uranium salesmsped of such production costs,
including operating expenses, depreciation andetigpl expenses, and also includes royalties andrissions related to our uranium sales,
amortization of our restoration and reclamationt estimates, exploration costs incurred duringytser and impairment provisions for uranium
properties. The following table details our prodoictand royalties/commissions cost of uranium safeakdown for the years ended
December 31, 2007, 2006 and 2005:

2007 2006 2005

Total pounds sold 434,90( 263,00( 271,00(
Total operating expens $ 8,192,000 $ 5575,000 $  3,935,00
Per pound operating exper $ 18.8¢ $ 21.2C % 14.5:
Depreciation and depletic $ 6,251,000 $ 5,827,000 $ 1,660,00
Per pound DD&A expens $ 1437 $ 22.1¢ % 6.1c
Direct cost of uranium production sc $ 14,443,00 $ 11,402,000 $ 5,595,00
Direct cost of sales per pou $ 3321 % 43.3¢ $ 20.6¢
Royalties and commissions $ 3,034,000 $ 768,000 $ 355,00(
Royalties and commissions per pot $ 6.9¢ $ 29z % 1.31

We saw an improvement in our overall prdituccosts in 2007 compared to 2006. With the nitgjaf our production in 2007 coming
from new wellfields at our Kingsville Dome projeete saw benefits of this historically lower cosbguction contributing significantly to
reducing both our operating and capital costs oflpction in 2007. Our average cost of pounds soRDO7 was $33.21 per pound with
Kingsville Dome production contributing approximigt&7% and Vasquez pounds totaling approximateht 28 total pounds sold during the
year.

Our average cost of pounds sold was $4f®:38006 compared to $20.65 for 2005. This costgase resulted from our incurring both
higher operating and capital costs in 2006 whenpared to 2005 and were primarily caused by inefficies at our Vasquez project. We
encountered chemical and permeability obstaclésdvVasquez project's formation which caused w@tempt a variety of new operating
techniques including the use of different oxidizecamponents and more concentrated drilling pattemnsur wellfields. These and other
attempted solutions did not have the desired etfetcreasing the production rates and reducingoperating and capital costs at Vasquez.
The cost of pounds sold includes operating expemseéslepreciation and depletion. These costs 06 2@clude a cumulative $1.5 million
related to lower of cost or market inventory adjustts made quarterly. The adjustments resulted fhenbook carrying value of our uranium
inventory exceeding the expected market value efritkientory. These adjustments had the effectdicimg the carrying value of the uranium
inventory and accelerating the timing of recordapgrating expenses and depreciation and depletmrded in the statement of operations for
each quarter. The cost of goods sold for 2006 ebecir61,000 ($17.77 per pound) from a lower of cosharket adjustment made in
December 2005 for 42,900 pounds of Vasquez invgrabthat date that were sold in the first quaofe2006.
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We expect overall production costs to sinoederate increases in 2008 compared to 2007. 2@@Rigtion from Kingsville Dome is
projected from less prolific wellfields comparedti@ production from this project in 2007. Thigigected to result in an increase in costs.
Also contributing to higher costs in 2008 will eetprojected production increase from our Vasquejept. Historically this project has had
lower recovery factors than Kingsville Dome andtfactor is expected to contribute to increasedyetion costs when compared to our 2007
costs.

Royalties and Commissions During 2007, royalties and commissions for \(estjand Kingsville Dome production sold was
$3.034 million, representing a charge of 9.74%abés. During 2006, royalties and commissions fosqteez and Kingsville Dome production
sold was $768,000, or 8.95% of sales. During 28@@mlties and commissions for Vasquez productidd s@s $355,000, or 7.30% of sales.
The increase in royalty percentages from 2005 @62@sulted from the increases seen in uraniuns gaiees year to year. Our Vasquez leases
contain a sliding scale royalty with percentaged tange from 6.25% up to 10.25% dependent onalas prices. The increase in royalties
from 2006 to 2007, resulted from production acigtin 2007 at our Kingsville Dome project fromdea which have a 6.25% royalty and ci
and additional 3.125% royalty payment to certaidlawners of the property which have ratified leageeements with the Company. Through
the first nine months of 2007 we had recorded dicgent royalty obligation equal to 3.125% royahyanticipation of certain additional
landowners ratifying the leases offered by the Camyp At December 31, 2007, none of these additimaaes have been ratified and the
contingent liability and related royalty expenseareled for the first nine months of 2007 of appneaiely $453,000 was reversed.

Operating Expenses. During 2007, operating expenses for Vasquezkangsville Dome production sold was $7.856 millidn 2007 wi
incurred $336,000 of stand-by costs at the Rosigept, such costs were charged to operationsngu®06, operating expenses for Vasquez
and Kingsville Dome production sold was $5.511 imill In 2006 we incurred $64,000 of stand-by casthie Rosita project, such costs were
charged to operations. During 2005, operating esgeifor Vasquez production sold was $3.862 millie.incurred $73,000 of stand-by costs
at the Rosita project that were charged to operatio

Depreciation and Depletion. During 2007, we incurred depreciation and dimieexpense attributable to our Vasquez and Kiitigsv
Dome production of $6.251 million. During 2006, imeurred depreciation and depletion expense atalila to our Vasquez and Kingsville
Dome production of $5.827 million. During 2005, imeurred depreciation and depletion expense atalide to our Vasquez production of
$1.644 million. We incurred $16,000 of stabg-depreciation cost for the Kingsville Dome andsRprojects that was charged to operatiol
December 2005.

Impairment of Uranium Properties. During 2007 and 2006, we determined the cagryadue of the Vasquez project assets exceeded
their fair value as provided in SFAS 144 "Accougtfor the Impairment or Disposal of Long-Lived Asse Such determination resulted
primarily from our reducing the estimated recovégakserves projected to be produced from Vasquézei future and resulted in an
impairment provision related to the Vasquez projasstets of approximately $651,000 and $3.260 milio2007 and 2006, respectively.

Accretion and Amortization of Future Reatmn Costs. During 2007, 2006 and 2005, the accretion andrtization of future
restoration costs was $574,000, $517,000 and $8@8r8spectively.

General and Administrative ChargesWe incurred general and administrative chaegescorporate depreciation of $11.8 million,
$6.8 million and $3.2 million in 2007, 2006 and B30@espectively.
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Significant expenditures for general anthenistrative expenses for year ended December@®17,2006 and 2005 were:

Year Ended

2007 2006 2005

(Amounts in 000's)

Stock compensation exper $ 4047 $ 242. $ 582
Salaries and payroll burdt 2,847 1,57(C 1,11C
Legal, accounting, public company expen 1,622 1,313 801
Insurance and bank fe 64€ 40¢€ 35¢
Consulting and professional servic 1,582 563 18¢
Office expense 53t 29z 13€
Travel and other expens 391 18t 20

Total $ 11,67C $ 6,758 $ 3,191

The noreash compensation expense recorded for the yedesié&ecember 31, 2007 and 2006 resulted from tbptiaeh of SFAS 123(F
in January 2006, requiring the recognition of exgeerelated to the Company's stock option grants.vEfue of each option award is estimated
on the date of grant using the Black-Scholes ogpigacing model. The Black-Scholes option-pricingaebrequires the input of subjective
assumptions, including the expected term of th@omward and stock price volatility. The expediean of options granted was derived from
historical data on our employee exercise and pestitvg employment termination experience. The ebgoleolatility was based on the
historical volatility of our stock. The non-casloat compensation expense recorded in 2005 resutiedthe grant of stock options that were
subject to approval of an amendment to the Compatgtk option plan which was received in June 2005

Salary and payroll costs increases for 2@8ulted primarily from the addition of 21 salarigositions primarily in South Texas and New
Mexico during the year and the cash bonus' awa@edn-executive employees at year end 2007. Tdrease in 2006 compared to 2005 was
from the addition of 14 salaried positions durihg tear, primarily in the engineering, professiaarad executive levels in South Texas and
New Mexico, compensation increases for the Compgday personnel in 2006 and a discretionary matatiento the Company's 401(k) pr¢
sharing plan for the plan year ended July 2006.

The Company's legal, accounting and putdimpany expenses had a net increase of $306,@IDincompared to 2006. The primary
increases in these costs were from SOX 404 audierkcosts, NASDAQ listing fees, higher Directfas related to the addition of two
independent directors during 2007 and an incredsedtors participation in strategic planning aiti®s and costs related to the preparation for
a planned listing on the Toronto Stock Exchangesehincreased costs were somewhat offset by atredwd legal costs charged to general
and administrative costs during the year. The pnymeduction related to a significant amount ofdlegctivity in 2006 related to the negotiation
and preparation of the joint venture in New Mexidth Itochu Corporation.

The Company's legal, accounting and puldimpany expenses increased for the year from thiedse in transactions and activities
occurring in 2006 compared to 2005. Such activitietuded the renegotiation of the Company's lagrgatsales contracts, the negotiation of a
joint venture in New Mexico with Itochu Corporatidncreased costs to conduct the annual sharehwldeting, an increase in the numbe
Board of Directors meetings and preparation of@benpany's NASDAQ application listing.

Insurance costs increased in 2007 primaslya result of an increase in our general lighiliemiums, these premiums rose during the yeat
as a result of increases in production activiteensin 2007 compared to the prior year. We alsataeases in our property and casualty
premiums
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resulting from increased vehicle coverage becaddiianal vehicles acquired in 2007. Bank fees @soeased in 2007 as a result of additions
made to our financial surety requirements for cout8 Texas uranium projects.

Our insurance costs increased in 2006 tsecatihigher directors and officer's insurance jpuems and increased vehicle coverage
premiums resulting from additional vehicles in 20Bénk fees increased as a result of additionsitdioancial surety requirements for our
South Texas uranium projects.

The 2007 costs for consulting and professiservices increased by $1.019 million compaoe2006. The increased costs were a result of
heightened activities involving work performed &view and assess our New Mexico property data lfaséseir evaluation as potential
conventional mining projects ($160,000), the expansf a broad community relations and communifgiimation education effort in both
South Texas and New Mexico ($521,000), investatiahs costs ($104,000), costs for financial adyiservices provided by a non-employee
director of the Company ($80,000) and other adyi$ees in Texas ($150,000).

2006 costs for consulting and professi@ealices increased compared to 2005 as a resailt infcrease in project related activities
incurred during the year. Such activities include Company's compliance work related to it's Sagbabxley requirements in 2006, the
increase in activities in New Mexico related to fineparation of these projects towards their fiicainsing and permitting phase, increases in
environmental, health and safety training and chimguwork, computer networking and web site desigirk and activities performed in the
formulation of a corporate strategic plan.

Increased office costs in 2007 resultedhprily from the opening of a new corporate offioedtion in Albuquerque, New Mexico, in
October, 2007, the move of the corporate headqgaxidarger office space in September 2007, tisésdor the Corpus Christi office for the
entire year and increases in the South Texas Kilkg®perations office resulting from the personadtled during the year.

2006 increases in office costs were a teduhe opening of a corporate office locatiorCiarpus Christi, Texas in June 2006 and incre
in the South Texas Kingsville operations officeuléag from the personnel added in 2006.

Net Income (Loss). For the year ended December 31, 2007 we haidemne of $1.1 million compared to net income 21 % million in
2006 and a net loss of $35.1 million in 2005. Gtfilated per share basis, earnings were $0.02 a2 $0 2007 and 2006, respectively,
compared to a loss of $(0.96) for 2005. The 208lte include a non-cash impairment provision fer Vasquez project of $651,000. Included
in 2006 results was a non-cash gain on derivatv&384.8 million somewhat offset by a neash impairment provision for the Vasquez pra
of $3.3 million. The loss in 2005 included a norsttédoss on derivatives of $31.0 million.

Cash Flow. As of December 31, 2007 we had a cash balaihappsoximately $9.3 million compared to $20.2 il and $5.9 million
at December 31, 2006 and 2005, respectively.

In 2007, we generated $11.3 million of cistv from operations, resulting primarily from ouncreased production and reduced
production costs realized incurred during the year.

We also used $22.9 million in investingiaties, including $15.7 million of capital additis for our main South Texas projects. These
expenditures primarily consisted of wellfield evation, delineation and development costs of $61bamiand plant and equipment additions
$1.3 million at Kingsville Dome. Wellfield evaluati and development costs were $2.6 million andti@dad equipment additions totaled
$1.8 million at the Rosita project during 2007. t8dsr wellfield development and plant and equipitetaled $1.2 million at the Vasquez
project in 2007 and we spent
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approximately $1.3 million for evaluation and delition activities at the Company's Rosita Soutlepto
In 2007, we generated $1.0 million from iksuance of 514,000 shares from the exercise pfayme stock options.

In 2006, we had a negative cash flow frgrarations of $2.2 million, resulting primarily froaur low production volumes coupled with
high production costs incurred during the year.a#® used $31.9 million in investing activitiese thrgest component of which was the
payment of $12.0 million to one of our customersadnnection with the restructuring of our uraniuaes contract. Other significant investing
activities were for production start-up capitaKatgsville Dome of $10.4 million, additional weldfid development at Vasquez of $3.4 million,
Rosita project expenditures of $2.8 million, otfiexas property and other assets of $1.7 millionathdr property additions in New Mexico of
$396,000.

In 2006, we raised net proceeds of appratety $48.2 million through the sale of 10,200,30@res at $4.90 per share in April 2006 and
$458,000 from the issuance of 229,000 shares frenexercise of employee stock options.

In 2005 we had a negative cash flow frorarapons of $1.7 and raised $13.7 million from finig activities. In 2005 we spent
$3.9 million at Vasquez for property, plant andipquent, $889,000 at Kingsville Dome and $1.5 fdvestproperty additions in Texas and N
Mexico.

Liquidity—Cash Sources and Uses for 2008

As of December 31, 2007, the Company ha# #8llion in cash. We will require additional fineing beyond cash on hand and cash
generated from operations in 2008 in order to immglet our plans to acquire RAML, evaluate and dgvelar New Mexico properties and
extend Texas production at a rate of 400,000 tQGfEDpounds per year beyond 2008. We are currentipged in active negotiations to
acquire properties in South Texas with known quigstiof uranium that could continue productionha&t above rate through 2011. These
acquisitions will require additional funding.

The cash generated from operations in 260&epend on meeting our production targets byding on and efficiently producing new
wellfields at the Kingsville Dome, Vasquez and Ragirojects as well as the sales price for urardetivered under our long-term contracts.
Our cash position as of December 31, 2007, was®8li®n and $5.5 million at February 29, 2008. Tdecline in our cash position in 2008
was caused by reduced production which resultéesg cash receipts for the period while our wetfiend plant capital costs, being primarily
fixed continued at consistent levels. We expectipation in the first quarter of 2008 to be in ti20®0 to 70,000 pound range, with produc
significantly increasing in the second quarter totdl production for 2008 to be in the 400,000 50 400 range.

On October 12, 2007, we entered into a Mastiip Interest Purchase Agreement, with Billitomdstment 15 B.V. to acquire a 100%
ownership of Rio Algom Mining LLC ("RAML"). The RAM acquisition is an essential element of our stat&he successful completion of
the RAML acquisition will be dependent upon secgtthe financing for the transaction. Such finandsmgnticipated to potentially take the
form of the issuance of the Company's common samckor partnership and/or joint venture and/orinmgllagreements with others engaged in
the uranium fuel cycle. If we are unable to sedheefinancing we will be unable to complete thesi@ction. Furthermore, once acquired, the
project will require operating cash to continue RAMrestoration and reclamation obligations. Sidfit cash for these activities would also be
required as part of the financing of the transactio

Our raising of capital for any acquisitiand development opportunity could be affected leyrttarket value of our common stock. If the
price of our common stock declines, our abilitytdize our stock for raising capital could be negaly affected. Further, raising additional
funds by issuing common stock or other types oftggecurities could dilute our existing sharehaotgevhich dilution could be substantial if
the price of our common stock decreases.
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Derivative Financial Instruments

The Company determined that its originallterm uranium sales contracts met the definitibderivative financial instruments for
financial statement reporting purposes and arerdecion the balance sheet at fair value at DeceBhe2005.

The Company amended these contracts intM2006 and determined that the terms of the ameodlettiacts substantially eliminated tt
qualification as derivatives.

We recorded a gain on derivatives in 200634.8 million compared to a loss of $30.9 millimn2005. The gain in 2006 resulted from
March 2006 amended sales contracts. The termschf@ntracts are summarized iBUsiness—Long Term Delivery Contracts'.

Contingent Liabilities

In April 2006, the Company completed thie gd 10,200,307 shares of its Common Stock at®geF share to accredited investors
resulting in gross proceeds of approximately $5lionibefore expenses of the offering. The Comphagy filed a registration statement under
the Securities Act of 1933, as amended, to regibteresale of the shares. Such shares are stbjeattain resale registration rights that inc
penalties in the event the registration statemeig fo remain effective.

Off Balance Sheet Arrangements

The Company has obtained financial surelgting to certain of its future restoration andaenation obligations as required by the State
of Texas regulatory agencies. The Company has batt&rs of Credit (the "L/C's) and performance boissued for the benefit of the
Company and these off balance sheet financing geraents permit us to meet the financial suretyirements as directed by the Texas
regulatory agencies that permit and license ouraijmms. The L/C's were issued by Bank of Americghe amount of $5.4 million and
$2.0 million were issued at December 31, 2007 &@b2respectively, such L/C's are collateralizeth&ir entirety by certificates of deposit.
Since we are collateralizing these L/C's for tlfi@ie amount, we do not receive any significant fisnftom a liquidity or capital resource
standpoint form these arrangements. The collatiabsited to facilitate the issuance of the L/@'prbvide a nominal rate of return that
approximates the annual cost of the L/C. We daerpect and significant changes in the terms oralvitity of these of additional L/C's we
may require in the future.

The performance bonds totaling $2.8 milli@ve been issued by United States Fidelity and&@ity Company ("USF&G")for the benefit
of the Company at December 31, 2007 and 2006. USR&xequired that the Company deposit funds esHéiring a portion of the bonds.
The amount of bonding issued by USF&G exceededuheunt of collateral by $2.5 million at December 3007 and 2006, respectively. In
the event that USF&G is required to perform untiebonds or the bonds are called by the state sggeribe Company would be obligated to
pay any expenditure in excess of the collatera¢ dimount by which the bonding exceeds the collapeoides us a liquidity and capital
resource benefit. If we were required to providditiohal financial surety for these bonds on tesimsilar to those of our L/C's, we would be
required to fund approximately $2.5 million in atiloinal collateral at both December 31, 2007 and5200@e have not had any new bonds is:
by USF&G or other bonding or insurance entitiestten for us in many years and are not aware ofchiayges in this trend.

Critical Accounting Policies

Our significant accounting policies aread®ed in Note 2 to the consolidated financialestaénts on page F-8 of this Form 10-K. We
believe our most critical accounting policies in@those requiring the use of significant estimaras assumptions in determining values or
projecting future costs.
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Specifically regarding our uranium propestisignificant estimates were utilized in deteingrthe carrying value of these assets. These
assets have been recorded at their estimatedaligiatde value for impairment purposes on a ligticdabasis, which is less than our cost. The
actual value realized from these assets may vgnjfgiantly from these estimates based upon maredlitions, financing availability and
other factors.

Regarding our reserve for future restoratiod reclamation costs, significant estimates wélieed in determining the future costs to
complete the groundwater restoration and surfadametion at our mine sites. The actual cost taloohthese activities may vary significar
from these estimates.

Such estimates and assumptions affeceferted amounts of assets and liabilities and alisce of contingent assets and liabilities at the
date of the financial statements and the repontenlats of expenses during the reporting period.

The accounts of the Company are maintaiméthited States dollars. All dollar amounts in fir@ancial statements are stated in United
States dollars except where indicated.

Impact of Recent Accounting Pronouncements

Fair Value Measurements. In September 2006, the FASB issued SFAS No, "Fair Value Measurements," which provides a com
definition for the measurement of fair value foeus applying generally accepted accounting priesiin the United States of America and in
preparing financial statement disclosures. SFAS19G. is effective for fiscal years beginning afdavember 15, 2007. We adopted SFAS
No. 157, on January 1, 2008, and it is not expetctdhve a material impact on our financial comditiresults of operations or cash flo

Fair Value Option for Financial Assets andabilities. In February 2007, the FASB issued SFAS No. 15Be Fair Value Option for
Financial Assets and Financial Liabilities," whiglrmits entities to choose to measure many finhimstruments and certain other items at
value. SFAS No. 159 is effective for fiscal yeaegimning after November 15, 2007. We are evaludtiegeffect of the adoption and
implementation of SFAS No. 159, which is not expddb have a material impact on our financial ctodj results of operations or cash flo

Business Combinations. In December 2007, the FASB issued SFAS No. 14BRsiness Combinations,” which changes how bgsine
acquisitions are accounted. SFAS No. 141R reqtir@scquiring entity in a business combinatioretmgnize all (and only) the assets
acquired and liabilities assumed in the transadiuch establishes the acquisition-date fair valub@sneasurement objective for all assets
acquired and liabilities assumed in a business gaatibn. Certain provisions of this standard wallnong other things, impact the
determination of acquisition-date fair value of sileration paid in a business combination (inclgdiontingent consideration); exclude
transaction costs from acquisition accounting; eémahge accounting practices for acquired contingsnecquisition-related restructuring
costs, in-process research and development, indieation assets, and tax benefits. SFAS No. 141d¥fective for business combinations and
adjustments to an acquired entity's deferred tagtamnd liability balances occurring after Decen8ier2008. The Company is currently
evaluating the future impacts and disclosures isfgtandard.

Noncontrolling Interests in Consolidated éancial Statements. In December 2007, the FASB issued SFAS No. 160ncontrolling
Interests in Consolidated Financial Statementgraendment of ARB No. 51," which establishes newddads governing the accounting for
and reporting of noncontrolling interests (NClspartially owned consolidated subsidiaries andalse of control of subsidiaries. Certain
provisions of this standard indicate, among othergs, that NCIs (previously referred to as minoniterests) be treated as a separate
component of equity, not as a liability; that ireses and decrease in the parent's ownership inteat$eave control intact be treated as equity
transactions,
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rather than as step acquisitions or dilution gainesses; and that losses of a partially ownedalioated subsidiary be allocated to the NCI
even when such allocation might result in a deballance. This standard also requires changestmirceresentation and disclosure
requirements. SFAS No. 160 is effective beginnisuguary 1, 2009. The provisions of the standardabe applied to all NCls prospectively,
except for the presentation and disclosure requrgs) which are to be to applied retrospectivelgltperiods presented. The Company is
currently evaluating the future impacts and disates of this standard.

Iltem 7A. Quantitative and Qualitative Disclosures About Market Risk.
Uranium Price Volatility

The Company is subject to market risk eglgb the market price of uranium. The Companysh ¢w has historically been dependent on
the price of uranium, which is determined primakiyglobal supply and demand, relative to the Camgsacosts of production. Historically,
uranium prices have been subject to fluctuatiod,tae price of uranium has been and will contirubé affected by numerous factors beyond
the Company's control, including the demand fodearcpower, political and economic conditions, gogernmental legislation in uranium
producing and consuming countries and productiveléeand costs of production of other producing panies.

The spot market price for uranium has destrated a large range since January 2001. Prisesrtgzen from $7.10 per pound at January
2001 to a high of $113.00 per pound as of AprilZB)7 and are $74.00 as of March 3, 2008.

Derivative Financial Instruments

The Company determined that its originallterm uranium sales contracts met the definitibderivative financial instruments for
financial statement reporting purposes and arerdecbon the balance sheet at fair value at DeceBthe2005.

The Company amended these contracts iniM2006 and determined that the terms of the ameoaletiacts substantially eliminated tt
qualification as derivatives.

We recorded a gain on derivatives in 200634.8 million compared to a loss of $30.9 million2005. The gain in 2006 resulted from
March 2006 amended sales contracts. The termschf@ntracts are summarized iBUsiness—Long Term Delivery Contracts'.

Management applies significant judgmergstimating the fair value of instruments that dghly sensitive to assumptions regarding
uranium prices and market volatilities. Future dast such as changes in uranium market price, @singpricing and delivery terms and the
physical delivery of produced uranium under thet@sts, among others, may impact the amount ofiabédity. Variations in these factors
could materially affect amounts credited or charggedperations to reflect the changes in fair mavidue of derivatives.
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Item 8. Financial Statements and Supplementary &a.
Financial Statements

The financial statement information caltedby this item appears on pages F-1 through F-23.

Supplementary Financial Data Table

SUPPLEMENTARY FINANCIAL DATA
(UNAUDITED)

For the Quarter Ended(1)

12/31/2007 9/30/2007 6/30/2007 3/31/2007 12/31/2006 9/30/2006 6/30/2006 3/31/2006

(Amounts in Thousands)

Uranium sale! $ 821¢ $ 10,387 $ 7,96 $ 457/ % 2,90 $ 2,768 $ 1,84 $ 1,06¢
Earnings (loss)

from operation: (1,044 1,93¢ 973 (1,542 (2,999 (6,377 (2,14¢) 31,947
Net earnings (loss (840) 2,15¢ 1,18:¢ (1,420 (2,547) (5,989 (2,11¢) 32,15¢

Net earnings (loss
per common share

(2)
Basic $ 0.09 $ 0.0/ $ 0.0: $ (0.09 $ (0.05 $ (012 $ (0.09 $ 0.7¢
Diluted $ 0.09 $ 0.0¢ $ 0.0: $ (0.09 $ (0.0 $ (012 $ (0.0 $ 0.7¢

(D) Unaudited quarterly results.
2) Net earnings (loss) per common share informatiflects the effect of a reverse 1 for 4 stock gplitde effective April 11, 200l
(1) Unaudited quarterly results.

2) Net earnings (loss) per common share informatiflects the effect of a reverse 1 for 4 stock gplitde effective April 11, 2006.

ltem 9. Changes in and Disagreements with Accotants on Accounting and Financial Disclosure.
None.

Item 9A. Controls and Procedures.

Evaluation of Disclosure Controls and Procedur

The Company maintains disclosure controt grocedures that are designed to ensure thatriaf@mn required to be disclosed in its
filings with the Securities and Exchange CommisgBEC) are recorded, processed, summarized andedpeithin the time period specified
in the SEC's rules and forms, and that such inftonas accumulated and communicated to managermshiding its Chief Executive Officer
and Chief Financial Officer, as appropriate, towltimely decisions regarding required disclosuasdnl on the definition of "disclosure
controls and procedures” as defined in Rule 13a)lomulgated under the Securities Exchange AtB8#, as amended (the "Exchange
Act"). In designing and evaluating the disclosuateols and procedures, management has recogiiaedrty controls and procedures, no
matter how well designed and operated, can promide reasonable assurance of achieving the desoetiol objectives, and management is
required to apply judgment in evaluating its colsti@nd procedures.
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During the fiscal period covered by thipad, the Company's management, with the partigpaif the Chief Executive Officer and Chief
Financial Officer of the Company, carried out aalaation of the effectiveness of the design andatje of the Company's disclosure cont
and procedures (as defined in Rules 13a-15(e) addl%(e) of the Securities Exchange Act of 1934rasnded (the "Exchange Act")). Based
on that evaluation, our Chief Executive Officer aluief Financial Officer have that our disclosuoatrols and procedures were effective as of
December 31, 2007.

Changes in Internal Control over Financial Reportmn

During the second and third quarters of22@8@ made improvements in our internal control direancial reporting that materially affect
our internal control over financial reporting. Mageanent has evaluated the implementation of theseedures and has determined that such
procedures have been effective in remediating thieral weaknesses our internal control over fifgmeporting identified as of December
2006. Management has made the following changits system of internal controls for the year enBedember 31, 2007:

. We relocated and expanded our corporate office@fie September 2007. This allowed the hiring afiadnal personnel, t
allow for improved segregation of duties and alfowa more thorough review, by senior financialgzemel, of the financial
statements and underlying supporting documentaidmadded to our accounting staff in June anderthird and fourth
quarters of 2007 and have designed their respditistbito improve the segregation of duties funetigreviously identified as
internal control weaknesses.

. The addition of accounting and support staff hisaadd us to conduct a more detailed review of aucpasing and procureme
procedures. We have evaluated the results ofekisw and have determined that the changes madtggdbie year have
significantly improved the internal controls over@urchasing and financial reporting policies hage effectively remediated
the control deficiencies noted at December 31, 2006

We believe these changes that were mag@Qdii have addressed the weakness in internal ¢®idemtified as of December 31, 2006. We
believe these deficiencies have been remediatedramitigated and based upon our review and assgsoh our overall internal control
environment conclude that the material weaknesgtifted in connection with our December 31, 200&ficial statements is no longer
applicable at December 31, 2007.

Management's Report on Internal Control Over Finarad Reporting

Management of the Company is responsiblestablishing and maintaining adequate internatrobover financial reporting as defined
Rules 13a-15(f) and 15d-15(f) under the Exchange Bee Company's internal control over financigdaging is designed, under the
supervision of the Company's Chief Executive Offiaed Chief Financial Officer, to provide reasomafiésurance regarding the reliability of
financial reporting and the preparation of finahsiatements for external purposes in accordantteagicounting principles generally accepted
in the United States of America (GAAP). The Compauiipternal control over financial reporting incegithose policies and procedures that:
() pertain to the maintenance of records thateasonable detail, accurately and fairly refleetttansactions and dispositions of the assets of
the Company; (ii) provide reasonable assurancetthasactions are recorded as necessary to perepiaration of financial statements in
accordance with GAAP, and that receipts and experedi of the Company are being made only in acemelavith authorizations of
management and directors of the Company; andiiiyide reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use or disposition of the Company&etssthat could have a material effect on the firstatements.

The Company conducted an evaluation o&ffectiveness of its internal control over finaregporting as of December 31, 2007. This
evaluation was based on the framework in "Inte@w@itrol—
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Integrated Framework" issued by the Committee @iSpring Organizations of the Treadway Commiss@@$%0). All internal control
systems, no matter how well designed, have inhdiraitations. Therefore, even those systems detegthio be effective can provide only
reasonable assurance regarding the reliabilitynafiicial reporting and the preparation of finanstatements for external purposes in
accordance with GAAP.

Based on the Company's evaluation undeiréimeework ininternal Control—Integrated Frameworlour Chief Executive Officer and
Chief Financial Officer concluded that internal ttohover financial reporting was effective as cdd@mber 31, 2007.

The Company's independent auditors, Helws&ociates, LLP, with direct access to the CompaBgard of Directors through its Audit
Committee, have audited the consolidated finarstetbments prepared by the Company. Their repati@ronsolidated financial statement
included in Part Il, Item 8. Financial Statementd Supplementary Data. Hein & Associates, LLP'®repn the Company's internal control
over financial reporting appears on the followirage.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
Uranium Resources, Inc.
Lewisville, TX 75067

We have audited Uranium Resources, Inté&snal control over financial reporting as of Dedter 31, 2007, based on criteria established
in Internal Control—Integrated Framework issuedhry Committee of Sponsoring Organizations of thea@ivay Commission (COSO).
Uranium Resources, Inc.'s management is resporfsibieaintaining effective internal control ovendincial reporting and for its assessment of
the effectiveness of internal control over finahogporting included in the accompanying ManagersdRéport on Internal Control Over
Financial Reporting. Our responsibility is to exggen opinion on the company's internal control éimancial reporting based on our audit.

We conducted our audit in accordance withstandards of the Public Company Accounting Qget8oard (United States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whetheatigifanternal control over financial
reporting was maintained in all material respe®tsr audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness eaististesting and evaluating the design and operaffectiveness of internal control based on
the assessed risk. Our audit also included perfaymiich other procedures as we considered necesshgy/circumstances. We believe that
our audit provides a reasonable basis for our opini

A company's internal control over finanaigborting is a process designed to provide redderassurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company's internal control over financial repogtincludes those policies and procedures thai€ftpin to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseofompany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgegaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expenditureb®itbmpany are being made only in accordance withoaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company's assets that could hawaterial effect on the financial statements.

Because of its inherent limitations, inedroontrol over financial reporting may not preventetect misstatements. Also, projections of
any evaluation of effectiveness to future periodssabject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

In our opinion, Uranium Resources, Inc. mehed, in all material respects, effective in&rontrol over financial reporting as of
December 31, 2007, based on criteria establish&dénnal Control—Integrated Framework issued &y @ommittee of Sponsoring
Organizations of the Treadway Commission (COSO).

We have also audited, in accordance wighstndards of the Public Company Accounting Ogatdoard (United States), the
consolidated balance sheet of Uranium Resourcesagof December 31, 2007 and 2006, and the detatesolidated statements of operati
shareholders' equity, and cash flows for eachetlhee years ending December 31, 2007 and ourtrégied March 13, 2008 expressed an
unqualified opinion.

HEIN & ASSOCIATES LLP

Dallas, Texas
March 13, 2008
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Iltem 9B. Other Information.

None.

PART Il
Item 10. Directors, Executive Officers and Corprate Governance.

The information required by this item isanporated by reference in our definitive proxytetaent for the 2008 Annual Meeting of
Stockholders to be filed with the SEC within 12§slafter the end of the fiscal year ended Decer@be007.

ltem 11. Executive Compensation.

The information required by this item isanporated by reference in our definitive proxytestaent for the 2008 Annual Meeting of
Stockholders to be filed with the SEC within 12§ slafter the end of the fiscal year ended Decer@be007.

Item 12. Security Ownership of Certain BeneficibOwners and Management and Related Stockholder Mégrs.

The information required by this item isanporated by reference in our definitive proxytetaent for the 2008 Annual Meeting of
Stockholders to be filed with the SEC within 12§slafter the end of the fiscal year ended Decer@be007.

Iltem 13. Certain Relationships and Related Trarections and Director Independence.

The information required by this item isanporated by reference in our definitive proxytestaent for the 2008 Annual Meeting of
Stockholders to be filed with the SEC within 12§slafter the end of the fiscal year ended Decer@be007.

Iltem 14. Principal Accountant Fees and Services.

The information required by this item isanporated by reference in our definitive proxytestaent for the 2008 Annual Meeting of
Stockholders to be filed with the SEC within 12§ slafter the end of the fiscal year ended Decer@be007.

PART IV
ltem 15. Exhibits and Financial Statement Schedes.
See Index to Exhibits on page E-1 for tingsof the exhibits filed as part of this Annuatport.
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SIGNATURES

Pursuant to the requirements of SectionrlB5(d) of the Securities Exchange Act of 1934, Registrant has duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

Date: March 17, 2008

URANIUM RESOURCES, INC

By: /s/ DAVID N. CLARK

David N. Clark,President and
Chief Executive Office

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beeresidrelow by the following persons on behalf
of the Registrant and in the capacities and oré#tes indicated.

Signature Date

/s PAUL K. WILLMOTT

Paul K. Willmott, March 17, 2008

Director and Chairmar

/s/ DAVID N. CLARK

David N. Clark March 17, 2008

Director, President and Chief Executive Offil

/sl THOMAS H. EHRLICH,

Thomas H. Ehrlich, March 17, 2008
Vice President—Finance and Chief Financial Officer
(Principal Financial and Accounting Office

/s/ LELAND O. ERDAHL
March 17, 2008

Leland O. ErdahIDirector

/s/ GEORGE R. IRELAND
March 17, 2008

George R. IrelancDirector

/s/ TERENCE J. CRYAN
March 17, 2008

Terence J. CryaiDirector

/s/ MARVIN K. KAISER
March 17, 2008

Marvin K. Kaiser,Director
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The following consolidated financial statamts are presented reflecting the effects of tfoe 4 reverse split effective April 10, 2006.
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Report of Independent Registered Public Accountindrirm

To the Board of Directors
Uranium Resources, Inc.
Lewisville, TX 75067

We have audited the consolidated balaneetstof Uranium Resources, Inc. as of Decembe2@17 and 2006, and the related
consolidated statements of operations, sharehokigugty and cash flows for each of the three yaatke period ended December 31, 2007.
These financial statements are the responsibifitiieo Company’'s management. Our responsibilitg Exjpress an opinion on these financial
statements based on our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting €igat Board (United States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdindoecial statements are free of material
misstatement. An audit includes examining, on alasis, evidence supporting the amounts and disis in the financial statements. An a
also includes assessing the accounting principged and significant estimates made by managenewntelhas evaluating the overall financial
statement presentation. We believe that our apditgided a reasonable basis for our opinion.

In our opinion, the consolidated finanatdtements referred to above present fairly, imallerial respects, the financial position of
Uranium Resources, Inc. as of December 31, 200226606, and the results of their operations and tash flows for each of the three year
the period ended December 31, 2007, in conformitly W.S. generally accepted accounting principles.

We also have audited, in accordance wighstndards of the Public Company Accounting Ogatdoard (United States), the
effectiveness of Uranium Resources, Inc.'s intecoatrol over financial reporting as of Decembey 107, based on criteria established in
Internal Control—Integrated Framework issued byGeenmittee of Sponsoring Organizations of the TweadCommission (COSO) and our
report dated March 13, 2008 expressed an unquhbfignion on management's assessment of the efeetss of Uranium Resources, Inc.'s
internal control over financial reporting.

Hein & Associates, LLP
Dallas, TX
March 13, 2008
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URANIUM RESOURCES, INC.

CONSOLIDATED BALANCE SHEETS

ASSETS
December 31
2007 2006
Current assett
Cash and cash equivale $ 9,284,271 % 20,176,77
Receivables, n¢ 2,652,57. 713,52¢
Uranium inventory 748,45. 1,603,58!
Prepaid and other current ass 720,35’ 410,00(
Total current asse 13,405,65 22,903,88
Property, plant and equipment, at ct
Uranium propertie 85,525,80 67,153,79
Other property, plant and equipmt 821,81 465,61:
Les—accumulated depreciation, depletion and impairr (55,736,53) (49,423,84)
Net property, plant and equipme 30,611,08 18,195,56
Other asset 2,837,06. 2,369,43.
Long-term investment
Certificate of deposit, restricte 6,083,07! 2,467,49.

$ 52,936,88 $ 45,936,37

The accompanying notes to financial statementamiategral part of these consolidated statements.
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URANIUM RESOURCES, INC.

CONSOLIDATED BALANCE SHEETS

LIABILITIES AND SHAREHOLDERS' EQUITY

December 31,

2007 2006
Current liabilities:
Accounts and short term notes paye $ 2,157,47! 1,994,18.
Current portion of restoration resei 1,124,50. 1,520,19:
Royalties and commissions paya 1,131,63 328,56t
Accrued interest and other accrued liabilii 709,40( 488,31
Current portion of capital leas 210,61¢ 201,80«
Total current liabilities 5,333,63. 4,533,05
Other lon¢-term liabilities and deferred cred 4,097,322 3,998,22!
Long-term capital leases, less current por 178,66! 185,69
Other lon¢-term debt 450,00( 450,00(
Commitments and contingencies (Notes 2, 3, 4, &,14)
Shareholders' equit'
Common stock, $.001 par value, shares authoriZ#g0R0,000; share
issued and outstanding (net of treasury share®y-2%2,305,129; 2006—
51,791,33¢ 52,34 51,82¢
Paic-in capital 131,282,68 126,252,87
Accumulated defici (88,448,35) (89,525,88)
Less: Treasury stock (38,125 shares), at (9,419 (9,419
Total shareholders' equi 42,877,25 36,769,39
$ 52,936,88 $ 45,936,37

The accompanying notes to financial statementsuaiiategral part of these consolidated statements.
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URANIUM RESOURCES, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

Revenues
Uranium sale:

Total revenue

Costs and expense

Cost of uranium sale

Royalties and commissiol
Operating expens¢
Accretion/amortization of restoration rese
Depreciation and depletic
(Gain) loss on derivative
Writedown of uranium propertie
Exploration expense

Total (gain on) cost of uranium sal

Earnings (loss) from operations before corporafeage:
Corporate expense
General and administrative (includes stock compérs
expense of $4,047,000, $2,422,000 and $1,110,02001,
2006 and 2005, respectivel
Depreciatior

Total corporate expens
Earnings (loss) from operatio
Other income (expense

Interest expens
Interest and other income, r
Net income (loss

Net income (loss) per common she
Basic

Diluted

Year Ended December 31,

2007

2006

2005

$ 31,142,68 $ 8,580,79' $ 4,865,15
31,142,68 8,580,79! 4,865,15!
3,033,81 767,78t 355,01
8,192,37: 5,574,92 3,935,22!

573,58 516,95t 348,41
6,251,35! 5,827,46. 1,660,21!
— (34,820,94) 30,974,83
651,40 3,260,20! —-
347,22 234,64¢ —
19,049,75 (18,638,96) 37,273,70
12,092,93 27,219,76 (32,408,55)
11,670,13 6,755,53; 3,191,31;
97,92 35,54 18,02
11,768,05 6,791,07: 3,209,33!
324,87: 20,428,69 (35,617,89)
(24,91 (16,209 (93,419
777,57 1,097,23 624,63(

$ 1,07753 $ 21,509,72 $ (35,086,67)

| | |

$ 0.0: $ 044 $ (0.96)

| | |

$ 0.0: $ 04z $ (0.96)

| | |

The accompanying notes to financial statementamaiategral part of these consolidated statements.
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URANIUM RESOURCES, INC.

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

Balances, December 31, 20

Net loss

Common stock issuant

Common stock issued for servic
Common stock issued for debt
conversior

Stock compensation exper
Beneficial conversion on de
modification

Common stock issued for deferred
compensatiol

Balances, December 31, 20

Net income

Common stock issuant

Common stock issued for servic
Common stock issued for debt
conversior

Stock compensation exper
Common stock issued for stock opti
EeXxercise

Balances, December 31, 20

Net income
Stock compensation exper

Common stock issued for stock optic

EeXercise

Balances, December 31, 20

Common Stock

Shares Amount Paid-In Capital Accumulated Deficit Treasury Stock
33,626,81 $ 33,66 $ 60,631,98 (75,948,93) $ (9,419
— — (35,086,67) —
6,833,33. 6,83¢ 13,063,28 — —
112,00( 112 (112) — —
314,16¢ 314 628,01¢ — —
— — 581,96( — —

— — 55,94’ — —
65,81 66 52,58¢ — —
40,952,12 $ 40,99C $ 75,013,66 $ (111,035,61) $ (9,419
— — — 21,509,72 —
10,200,30 10,20( 49,675,96 — —
306,00¢ 30€ (1,499,75) — —
103,89¢ 104 182,75 — —
— — 2,422,28. — —
229,00( 22¢ 457,96: — —
51,791,33 $ 51,82¢ $ 126,252,87 $ (89,525,88) $ (9,41
— — — 1,077,53 —

— — 4,047,322 — —
513,79( 514 982,49( — —
52,305,12 $ 52,34 $ 131,282,68 $ (88,448,35) $ (9,41¢)
IEEEEEES———" S S

The accompanying notes to financial statementsuaiiategral part of these consolidated statements.
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URANIUM RESOURCES, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operation
Net income (loss
Reconciliation of net income (loss) to cash use
operation—
(Gain) loss on derivative
Accretion/amortization of restoration rese
Depreciation and depletic
Writedown of uranium properties and explorat
expense!
Decrease in restoration and reclamation acc
Stock compensation exper
Other nor-cash items, ne
Effect of changes in operating working capital it—
(Increase) decrease in receivat
(Increase) decrease in inventot
(Increase) decrease in prepaid and other currsats
Increase in payables and accrued liabili

Net cash provided by (used in) operati
Investing activities
Increase in certificate of deposit, restric
Derivative settlemer
Additions to property, plant and equipm—
Kingsville Dome
Rosita
Vasquez
Rosita Soutt
Churchrock
Crownpoint
Other property
Other assets/notes receiva

Net cash used in investing activiti
Financing activities
Proceeds from (payments of) borrowir
Issuance of common stock, r
Net cash provided by financing activiti

Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of '

Cash and cash equivalents, end of \

Year Ended December 31,

2007 2006 2005
$ 1,077,53 $ 21,509,72 (35,086,67)
— (34,820,94) 30,974,83
573,58: 516,95 348,41
6,349,27; 5,863,001 1,678,241
998,62 3,260,20. —
(1,296,04) (886,98) (974,16
4,047,32 2,422,28 581,96
1,097 16,13( 87,10¢
(1,939,04) (680,58 336,55
682,63 (705,13;) (446,769
(349,27¢) 51,00¢ (161,03()
1,148,07! 1,239,37: 939,65
11,293,78 (2,214,97) (1,721,86)
(3,615,58) (1,179,08)) (56,344
— (12,000,00) —
(8,042,79) (10,414,83) (889,479
(4,994,53) (2,767,80) (279,97}
(1,254,56) (3,405,58) (3,915,76))
(1,392,91) (502,64 —
(503,82 (304,63 (382,14)
(164,300 (91,39 (396,52
(2,951,62) (819,90) (444,17)
11,70¢ (420,03 —
(22,908,43) (31,905,90) (6,364,40)
(260,859 (199,97) 600,00
983,00 48,644,90 13,070,11
722,14 48,444,93 13,670,11
(10,892,50) 14,324,05 5,583,85!
20,176,77 5,852,711 268,86t
$ 9,284,271 $ 20,176,77 $ 5,852, 71
| | |

The accompanying notes to financial statementsuaiiategral part of these consolidated statements.
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URANIUM RESOURCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2007 AND 2006
1. DESCRIPTION OF THE COMPANY

Uranium Resources, Inc. ("URI") was fornmied 977 and domesticated in Delaware in 1987. Towa@any is primarily engaged in the
business of acquiring, exploring, developing anding uranium properties, using thesiturecovery ("ISR") or solution mining process.
Historically, the primary customers of the Compémaye been major utilities who utilize nuclear powsegenerate electricity. At present the
Company owns producing and undeveloped uraniumepties in South Texas and undeveloped uranium ptiepén New Mexico.

The Company resumed uranium productiohénfourth quarter of 2004 at its Vasquez proje@auth Texas and began wellfield
development in the fourth quarter of 2005 at itad&ville Dome project, in South Texas, in antidigpaiof production from this project, which
began in April 2006. Prior to resuming Vasquez puaiibn, the Company had been in production standifge the first quarter of 1999 at its
Kingsville Dome and Rosita projects. Groundwatstgeation activities have been conducted and amewtly ongoing at both the Kingsville
Dome and Rosita projects.

Reverse Stock Split

On March 29, 2006 the Company's Board oé®ors declared a 1 for 4 reverse stock splisfareholders of record on April 10, 2006,
effective April 11, 2006. The split was approveddiareholders at the 2005 Annual Meeting of Shadeh®. All common stock share amou
earnings per share data and references to the comstock of the Company in this report are stated post-split basis.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation and Description of Compny

The consolidated financial statements Hmen prepared in accordance with accounting plieigenerally accepted in the United States
of America and include the accounts of URI andvit®lly owned subsidiaries (collectively "the Comggn All significant intercompany
transactions have been eliminated in consolidation.

Inventories

Uranium and materials and supplies inventor each of the Company's projects are valugteatower of average cost or market.
Uranium inventories at December 31, 2006 refleetémiver of cost or market adjustment of $397,000.

Uranium Properties

Capitalization of Development Costs. Algatsition and development costs (including finagcisalary and related overhead costs)
incurred in connection with the various uraniumpgadies are capitalized. Exploration and evaluatiosts associated with uranium properties
are expensed as incurred until such time thatxtrstesce of a commercially minable uranium depigsitonfirmed. All properties with
significant acquisition or incurred costs are eatdd for their realizability on a property-by-profyebasis. Any impairment of such costs is
recognized through a reduction in the net carryialge of the asset. (See Note 4—"Uranium Propertieoperty Realizability") Depreciation
and Depletion. Depletion of uranium mineral intésepermits, licenses and related development costs
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URANIUM RESOURCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
DECEMBER 31, 2007 AND 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

are computed on a property-by-property basis uiaginits-of-production method based on each piojgaunds of recoverable uranium. The
determination of the depletable base for each uramnineral interest is calculated by the Compapso$essional geologists to determine the
estimated recoverable uranium to be produced dnvepitojected life for each uranium mineral inter®stpreciation and depletion are provided
on the investment costs, net of salvage valudjefarious uranium properties' production plant$ refated equipment using the estimated
production life of the uranium reserves. During plegiods that our facilities are not in productidapletion on our mineral interests, permits,
licenses and development properties are suspeBagdeciation and depletion of our plant facilitiesachinery and equipment continues, at
significantly reduced amounts, in accordance withlevel of stand-by activity being conducted athesite. Other ancillary plant equipment
and vehicles are depreciated using a straighntiethod based upon the estimated useful lives cddhets.

Other Property, Plant and Equipment

Other property, plant and equipment coasi§ttorporate office equipment, furniture anduiets and transportation equipment.
Depreciation on other property is computed basexh tipe estimated useful lives of the assets. Repaid maintenance costs are expensed as
incurred. Gain or loss on disposal of such assatsciorded as other income or expense as sucls assetisposed.

Capitalization of Interest

The Company capitalizes interest cost wagpect to properties undergoing exploration oettgyment activities that are not subject to
depreciation or depletion. The average interesteatoutstanding borrowings during the period &dus calculating the amount of interest to
be capitalized. No interest was capitalized intthelve months ended December 31, 2007, 2006 an8l. Z@al interest costs in these periods
were $24,900, $16,000 and $93,000, respectively.

Restoration and Remediation Costs (Asset Retiremem@bligations)

Various federal and state mining laws agltations require the Company to reclaim the serfreas and restore underground water
quality for its mine projects to the pre-existininmarea average quality after the completion afing. In August 2001, the FASB issued
Statement of Financial Accounting Standards ("SHAR). 143, "Accounting for Asset Retirement Obligas," which established a uniform
methodology for accounting for estimated reclammatiod abandonment costs. The statement was adtatadry 1, 2003, when the Company
recorded the estimated present value of reclaméébilities and increased the carrying amounthef telated asset, which resulted in a net
expense for the cumulative effect of a change @oawting principle of $1,447,000. Reclamation castsallocated to expense over the life of
the related assets and are periodically adjusteefliect changes in the estimated present valuétieg from the passage of time and revisions
to the estimates of either the timing or amourthefreclamation and remediation costs.

Future reclamation and remediation costsaacrued based on management's best estimateaidiof each period of the costs expected
to be incurred at each project. Such estimatedeteyrmined by the Company's engineering studiesikeding the cost of future of surface and
groundwater activities.
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URANIUM RESOURCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
DECEMBER 31, 2007 AND 2006
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

During the years ended December 31, 20006 2nd 2005 the Company increased its cash fltmaie for restoration and reclamation
costs by $967,900, $543,700 and $620,800, resgdgtiv

Contingent Liabilities—Off Balance Sheet Arrangemets

The Company has obtained financial surelgting to certain of its future restoration andaenation obligations as required by the State
of Texas regulatory agencies. The Company has bett&rs of Credit (the "L/C's) and performance oissued for the benefit of the
Company to satisfy such regulatory requiremente. 0iC's were issued by Bank of America and theguardnce bonds have been issued by
United States Fidelity and Guaranty Company ("USFRG/C's for $5,360,000, $2,072,000 and $944,00December 31, 2007, 2006 and
2005, respectively such L/C's are collateralizethéir entirety by certificates of deposit.

Performance bonds totaling $2,835,000 wexeed for the benefit of the Company at DecemtePB07, 2006 and 2005. USF&G has
required that the Company deposit funds collateradi a portion of the bonds. The amount of bondésged by USF&G exceeded the amount
of collateral by $2.5 million at December 31, 202006 and 2005, respectively. In the event that&&#s required to perform under its bor
or the bonds are called by the state agencie€;¢hgpany would be obligated to pay any expenditurexicess of the collateral.

Revenue Recognition for Uranium Sales

The Company delivers uranium to its custenae third-party conversion facilities. The thjperty converters warehouse our uranium and
transfer title to our customers via book transfeominstructions supplied by the Company. The Cawipacognizes revenue from the sale of
uranium when title to the uranium transfers andvdey is completed through such book transfer. Toenpany bears the risk of loss while its
uranium is held at the converter prior to its saleur customers, except in the case of negligbgdbe converter, whereby the converter wc
bear such risk. Upon completion of the book transfdich is a record keeping entry, not a physiaisfer of goods to the customer, the risk
of loss passes to our customer.

Earnings Per Share

Net earnings (loss) per common share—Hlesdeen calculated based on the weighted avenagessoutstanding during the year and net
earnings (loss) per common share—diluted has b&lenlated assuming the exercise or conversionl diilative securities. Due to net losses
incurred for 2005 there were no dilutive securitreduded in that year.

The weighted average number of shares tasealculate basic and diluted earnings (loss)pare was 52,118,851 and 56,081,302
respectively in 2007, 48,338,172 and 51,559,86Faets/ely in 2006 and 36,644,468 in 2005. The ddifee in the number of weighted avetr
shares used to calculate basic and diluted earpiagshare in 2006 resulted from potential commoaoksissuances of shares related to the
Company's stock option and deferred compensatamspThe potential Common Stock that was excludsd the calculation of diluted
earnings per share was 4,402,984 in 2005.
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URANIUM RESOURCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
DECEMBER 31, 2007 AND 2006
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Consolidated Statements of Cash Flows
The Company considers all highly liquidéstments with a maturity of three months or leserburchased to be cash equivalents.

Additional disclosures of cash flow infortioa follow:

Year Ended
December 31,

2007 2006 2005

Cash paid during the period fc
Interest $ 24,90 $ 13,60C $ 0
The following non-cash transactions occurred in7200
2006 and 2005 and such transactions are summarized
follows:
The Company issued 65,812 shares of Common St
2005 in satisfaction of the conversion of deferred
compensatiol $ 0 $ 0 $ 52,60(

In connection with a private placement irih2006, the Company paid a fee of $1,449,44&ish and 306,009 shares of Common Stock
to a placement agent.

In March 2006, the Company issued 103,8&8es of Common Stock in connection with the cosieerof the Convertible Notes
described in Footnote 6.

During 2007, 2006 and 2005, the Compangredtinto capital leases to acquire certain prgg#eant and equipment totaling $233,000,
$225,000 and $266,000. The balance of the capitglels at December 31, 2007 was $389,000.

In the fourth quarter of 2005, the Compasyed 1,256,664 shares of Common Stock in satiisfacf the conversion of $600,000 in
principal and $28,333 in accrued interest for baings made pursuant to a Note Purchase Agreemésd déarch 24, 2005.

In September 2005, the Company recorde®.$08 in stock compensation expense for stock pptipanted to a non-employee for
services provided to the Company.

In connection with a $12 million privateapement in August 2005 the Company paid a fee 8 $®0 in cash and 448,000 shares of
Common Stock to a placement agent.

In June 2005, the Company recorded $443196fbck compensation expense related to stodkrupgranted to employees and directors
of the Company that were contingent upon sharehalgproval of amendments to the stock option plarder which the grants were issued.

Cash Balances in Excess of Federally Insured Limits

The Company's cash balance at Decemb@08T, was $9.3 million and it maintains its cashoacds primarily with Bank of America,
N.A. The total cash balances are insured by thefa¢®eposit Insurance Corporation up to $100,380agcount. The Company has ¢
balances with Bank
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URANIUM RESOURCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
DECEMBER 31, 2007 AND 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

of America, N.A. that exceeded the balance instiethe FDIC that totaled approximately $9.0 milla@nDecember 31, 2007.
Restricted Cash

At December 31, 2007 and 2006, the Comanlypledged certificates of deposit and money mageounts of $6,083,000 and
$2,467,000, respectively, in order to collateraletéers of credit required for future restoratanmd reclamation obligations related to the
Company's South Texas production and developmepipties. These funds are not readily availablbéocCompany and are not included in
cash equivalents.

Stock-Based Compensation

On January 1, 2006, the Company adopteththealue recognition provisions of FASB Statemio. 123(R), "Share-Based Payment
" ("FAS 123(R)"). The Company adopted FAS 123(Rhgshe modified prospective transition method. Binthis method, compensation cost
recognized in 2006 includes: a) compensation aystlf share-based payments granted prior to, buyet vested as of January 1, 2006, based
on the grant-date fair value estimated in accordavith the original provisions of FAS 123, and bjrpensation cost for all share-based
payments granted subsequent to January 1, 200&d basthe grant-date fair value estimated in a@ard with the provisions of FAS 123(R).

As a result of adopting FAS 123(R), the @amy'sEarnings from operationandNet earningsor 2006 was $2.422 million ($0.05 per
share) lower, than if we had continued to accoanshare-based compensation under APB 25 as wia tlié comparable prior year periods.

On June 2, 2004, 1,687,500 options weretgdato officers at an exercise price of $1.16gb&re. Stock compensation expense of
$444,000 was recorded in June 2005 (the date andmment to the stock option plan was approved byodmpany's shareholders) and is
reflected in the Consolidated Statements of Opmmatunder general and administrative expensesiéoyear ended December 31, 2005.

On September 28, 2005, 50,000 options wearted to a non-employee of the Company for sesvirovided to the Company. Stock
compensation expense of $138,000 is reflectederCibnsolidated Statements of Operations under geared administrative expenses for the
year ended December 31, 20

Derivative Financial Instruments

The Company determined that its originaiglkéerm uranium sales contracts met the definitibderivative financial instruments for
financial statement reporting purposes and arerdecoon the balance sheet at fair value at DeceBhe2005 and 2004. Changes in the fair
value of such derivatives recorded on the balaheetsare recorded in the consolidated statemermgeshtions in current earnings as they
occur. Such changes in the Company's derivatiyggsent non-cash charges to earnings for the greakre of the loss the Company would
incur in the event it would be required to purchassnium in the spot market to satisfy the delegunder both of its long-term
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URANIUM RESOURCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
DECEMBER 31, 2007 AND 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

uranium sales contracts. See Footnote 5 "Contragtriitments—Sales Contracts" for discussion of retiated sales contracts.

In March 2006 we entered into a new contnath Itochu Corporation (“ltochu™) and a new c@ut with UG U.S.A., Inc. ("UG") that
supersede the prior contracts. Each of the newactstcalls for delivery of one-half of our actpabduction from our Vasquez property and
other properties in Texas currently owned or héeeacquired by the Company (excluding certaindgrgtential exploration plays). The terms
of such contracts are discussed in Footnote 5.tf@anCommitments—Sales Contracts”. The Companybtesmined that the terms of the
amended contracts substantially eliminate theifificetion as derivatives.

We recorded a gain on derivatives in 200634.8 million compared to a loss of $30.9 millimn2005. The gain in 2006 resulted from
changes in the contract terms of long-term urargafes contracts that were finalized in March 2006.

Use of Estimates

The preparation of financial statementsdnformity with generally accepted accounting piples requires management to make certain
estimates and assumptions. Such estimates and ptgsusnmay affect the reported amounts of assetdiailities and disclosure of continge
assets and liabilities at the date of the finamstialements and the reported amounts of revenuksxg@enses during the reporting period. Ac
results could differ from those estimates. Spealffcregarding the Company's uranium propertigmificant estimates were utilized in
determining the carrying value of these assetdratite case of producing and development propettiepounds of uranium to be recovered.
The actual values received from the dispositiothefe assets and the amount of uranium recoveryadtfrese projects may vary significantly
from these estimates based upon market conditiimasicing availability and other factors.

Regarding the Company's reserve for futestoration and reclamation costs, significantestés were utilized in determining the future
costs and timing to complete the groundwater rasitor and surface reclamation at the Company's sites. The actual cost to conduct these
activities may vary significantly from these esttem

Risks and Uncertainties

Historically, the market for uranium hagperenced significant price fluctuations. Prices significantly impacted by global supply and
demand, which is affected by the demand for nugtearer, political, and economic conditions, goveemtal legislation in uranium producing
and consuming countries, and production levelscasts of production of other producing companiestdases or decreases in prices received
could have a significant impact on the Companytsréuresults of operations.

The Company has outstanding surety borsdison its behalf by USF&G at December 31, 20@72006. The Company has deposited
funds collateralizing a portion of these bondsthi@ event that USF&G is required to perform undéierltonds or the bonds are called by the
state agencies, the Company would be obligatedydJSF&G for its expenditures in excess of theatellal. See
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URANIUM RESOURCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
DECEMBER 31, 2007 AND 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

Footnote 2 "Summary of Significant Accounting Piglie=—Restoration and Reclamation Costs" for furthecussion.
Impact of Recent Accounting Pronouncements

Fair Value Measurements. In September 2006, the FASB issued SFAS No, "Fair Value Measurements," which provides a com
definition for the measurement of fair value foeus applying generally accepted accounting priesiin the United States of America and in
preparing financial statement disclosures. SFAS1¥4.is effective for fiscal years beginning afiervember 15, 2007. We adopted SFAS
No. 157, on January 1, 2008, and it is not expetctdhve a material impact on our financial comditiresults of operations or cash flo

Fair Value Option for Financial Assets andabilities. In February 2007, the FASB issued SFAS No. 15Be Fair Value Option for
Financial Assets and Financial Liabilities," whiglrmits entities to choose to measure many finhmstruments and certain other items at
value. SFAS No. 159 is effective for fiscal yeaegimning after November 15, 2007. We are evaludtiegeffect of the adoption and
implementation of SFAS No. 159, which is not expddb have a material impact on our financial ctodj results of operations or cash flo

Business Combinations. In December 2007, the FASB issued SFAS No. 14BRsiness Combinations,” which changes how bgsine
acquisitions are accounted. SFAS No. 141R reqtliregicquiring entity in a business combinatioretmognize all (and only) the assets
acquired and liabilities assumed in the transadimh establishes the acquisition-date fair valub@sneasurement objective for all assets
acquired and liabilities assumed in a business gaatibn. Certain provisions of this standard wallnong other things, impact the
determination of acquisition-date fair value of sioieration paid in a business combination (inclgdinntingent consideration); exclude
transaction costs from acquisition accounting; emahge accounting practices for acquired continigenacquisition-related restructuring
costs, in-process research and development, indieation assets, and tax benefits. SFAS No. 141d¥fective for business combinations and
adjustments to an acquired entity's deferred tagtaend liability balances occurring after Decen81r2008. The Company is currently
evaluating the future impacts and disclosures isfstandard.

Noncontrolling Interests in Consolidated fr@ncial Statements. In December 2007, the FASB issued SFAS No. 160ncontrolling
Interests in Consolidated Financial Statementgraendment of ARB No. 51," which establishes newddads governing the accounting for
and reporting of noncontrolling interests (NClspartially owned consolidated subsidiaries anddie of control of subsidiaries. Certain
provisions of this standard indicate, among othiergs, that NCls (previously referred to as minonitterests) be treated as a separate
component of equity, not as a liability; that irecses and decrease in the parent's ownership inteat$eave control intact be treated as equity
transactions, rather than as step acquisitiongutiath gains or losses; and that losses of a @irtowned consolidated subsidiary be allocated
to the NCI even when such allocation might result ideficit balance. This standard also requiresgls to certain presentation and disclosure
requirements. SFAS No. 160 is effective beginniuguary 1, 2009. The provisions of the standardabe applied to all NCls prospectively,
except for the presentation and disclosure requrgsy which are to be applied
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URANIUM RESOURCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
DECEMBER 31, 2007 AND 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

retrospectively to all periods presented. The Camgpa currently evaluating the future impacts aistldsures of this standard.
3. LIQUIDITY

The Company's generated cash from opesfmrthe year ended December 31, 2007 of $11.[BmilThe Company's net cash used in
operations for the years ended December 31, 200@@05 was $2.2 million and $1.7 million, respeetyv

As of December 31, 2007, the Company ha# s8llion in cash. We will require additional fineing beyond cash on hand and cash
generated from operations in 2008 in order to imgaet our plans to acquire Rio Algom Mining LLC, &wte and develop our New Mexico
properties and extend Texas production at a ra#®©f000 to 450,000 pounds per year beyond 2008a&/eurrently engaged in active
negotiations to acquire properties in South Texids known quantities of uranium that could contimreduction at the above rate through
2011. These acquisitions will require additionaiding.

The cash generated from operations in 260&epend on meeting our production targets byding on and efficiently producing new
wellfields at the Kingsville Dome, Vasquez and Ragirojects as well as the sales price for urardetivered under our long-term contracts.
Our cash position as of December 31, 2007, was®8li®n and $5.5 million at February 29, 2008. Tdecline in our cash position in 2008
was caused by reduced production which resultéeksg cash receipts for the period while our wetfiend plant capital costs, being primarily
fixed continued at consistent levels. We expectipation in the first quarter of 2008 to be in ti0®0 to 70,000 pound range, with produc
significantly increasing in the second quarter totdl production for 2008 to be in the 400,000 50 400 range.

4. URANIUM PROPERTIES

Property, Plant and Equipment

Property, Plant and
Equipment Balances (net)
At December 31,

2007 2006
Uranium plant $ 8,396,000 $ 7,052,00!
Uranium wellfield developmer 9,675,001 5,128,00!
Permits and license 2,291,00! 1,970,001
Mineral rights 3,001,00! 1,081,001
Evaluation and delineatic 2,743,00! 423,00(
Vehicles/depreciable equipme 2,721,00! 1,402,001
Other 1,307,001 1,140,00!
Total $ 30,134,00 $ 18,196,00
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Property Realizability
Uranium Properties

The Company reviews and evaluates its lorgg assets for impairment when events or chaimgescumstances indicate that the related
carrying amounts may not be recoverable. An impairinis considered to exist if the total estimatgtdife cash flows on an undiscounted basis
are less than the carrying amount of the assetémpairment loss is measured and recorded baséisoounted estimated future cash flows.
Future cash flows are estimated based on quantitieoverable minerals, expected uranium prigesjuction levels and operating costs of
production and capital, based upon the projectethiring future uranium production from each praj@tte Company's estimates of future
cash flows are based on numerous assumptions anpldssible that actual future cash flows willdignificantly different than the estimates
actual future quantities of recoverable mineralanium prices, production levels and operatingso$production and capital are each subject
to significant risks and uncertainties.

The Company recorded an impairment andaedithe carrying value of its uranium properties$$6$1,000 and $3,260,000 in 2007 and
2006, respectively. No impairment was recordeddis2

Kingsville Dome Property

The Kingsville Dome property consists oferial leases from private landowners on about 2¢864s and net acres located in central
Kleberg County, Texas. The leases provide for tissmbased upon a percentage of uranium sale@8%6to 9.375%. The leases have
expiration dates ranging from 2000 to 2007. Wifeva minor exceptions, all the leases contain clatisat permit us to extend the leases not
held by production by payment of an annual per eayalty ranging from $10 to $30. In 2006, the Camyp began production from new
production areas and extended offers to pay a 6125%ty if certain landowners would ratify minetahses covering these properties. At
December 31, 2007 approximately 50% of the ownpristterest of the minerals had ratified the lea$égs. Company had recorded royalty
expense and accrued a royalty obligation equgbpdiaable to the entire mineral interest. At Decem®l1, 2007, the Company has made the
decision to rescind the offer for all productiordsim 2007. As a result, the Company has recordestlaction in royalty expense and a
reduction in the amount of royalty payable contmgethat was recorded at September 30, 2007 of,$863The will continue to maintain it's
offer to pay the additional royalty for all uraniymoduced and sold form the property occurringrafte ratification of the lease agreements.
This may increase the effective royalty amounitattable for certain future production up to appnaately 12.5%.

The net carrying value of the property wpproximately $13,753,000 at December 31, 2007h @ssets consisted of mineral rights
($658,000), permits/licenses ($344,000), plantdings/uranium processing/drying facilities ($4,9%10), wellfield development ($6,283,000)
and restoration and other equipment ($1,547,00®).1et carrying value of the property was approxétye$10,017,000 at December 31, 2C
Such assets consisted of mineral rights ($386,@@0)mits/licenses ($556,000), plant buildings/unamprocessing/drying facilities
($4,115,000), wellfield development ($4,169,000) aestoration and other equipment ($792,000).
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Vasquez Property

The Company has a mineral lease on 87Zgnod net acres located in southwestern Duval @pimSouth Texas. The term expires in
February 2008. The lease provides for royaltiegthagpon 6.25% of uranium sales below $25.00 penghaund royalty rate increases on a
sliding scale up to 10.25% for uranium sales odegrat or above $40.00 per pound.

The net carrying value of the property wpproximately $1,318,000 at December 31, 2007. &s8skts consisted of mineral rights
($32,000), permits/licenses ($3,000), wellfield elepment ($255,000), plant buildings/uranium pregegdrying facilities ($355,000) and
restoration and other equipment ($673,000). Theaeying value of the property was approximatelys80,000 at December 31, 2006. Such
assets consisted of mineral rights ($51,000), psflicenses ($15,000), wellfield development ($826), plant buildings/uranium
processing/drying facilities ($784,000) and redforaand other equipment ($304,000).

Rosita Property

The Company holds several lease holdingsuranium prospect ("Rosita”) in Duval County, a@xThe Company has produced over
3 million pounds of uranium from this property lretearly to mid 1990's but the property was plawedtand-by in 1999 because of low
uranium prices. With the significant increase ianium prices the company has made significant albgxpenditures at the Rosita project in
2007 and is anticipating production to resume engbcond quarter of 2008.

Cost of uranium sales in 2007, 2006 andb26@he Consolidated Statements of Operationsides $336,000, $64,000 and $83,000,
respectively of costs incurred to maintain thelfigcivhile Rosita was on standby and not in prodarct

The net carrying value of the property acBmber 31, 2007 was approximately $7,501,000. Sssbts consisted of mineral rights
($774,000), permits/licenses ($82,000), plant igd/uranium processing/drying facilities ($3,12M) wellfield development ($3,138,000)
and other equipment of ($387,000). The net carryaige of the property at December 31, 2006 wascqpately $3,089,000. Such assets
consisted of mineral rights ($63,000), permitstises ($67,000), plant buildings/uranium procesdiyyig facilities ($2,154,000), wellfield
development ($535,000) and other equipment of (F00).

South Rosita

In the fourth quarter of 2005, the Compantered into leases on approximately 1,300 acrBairal County near its Rosita property.
Evaluation of the uranium mineralization of thiperty began in 2006 and continued in 2007.

The net carrying value of the property acBmber 31, 2007 was approximately $2,167,000. 8ssbts consisted of mineral rights
($345,000), permits/licenses ($151,000) and evialnaists ($1,671,000). The net carrying valuehefgiroperty at December 31, 2006 was
approximately $757,000. Such assets consistedrénali rights ($247,000), permits/licenses ($122)@0@l evaluation costs ($388,000).
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Church Rock Properties

The Church Rock project encompasses ah@002ross and net acres. The properties are thaatdcKinley County, New Mexico and
consist of three parcels, known as Section 8, &edt¥ and Mancos. None of these parcels lies witiérarea generally recognized as
constituting the Navajo Reservation. We own thearahestate in fee for both Section 17 and the Mameoperties. We own patented mining
claims on Section 8.

The surface estate on Section 17 is ownetid United States Government and held in trusttfe Navajo Nation. We have royalty
obligations ranging from 5% to%d 4% and a 2% overriding royalty obligation to the MpavNation for surface use agreements.

Permitting activities are currently ongoimg both of these properties. The net carryingealithese properties was $1,315,000 and
$810,000 at December 31, 2007 and 2006, respectwel the assets consisted of mineral rights amiftang/licensing costs.

Crownpoint Property

The Crownpoint properties are located sn$fan Juan Basin, 22 miles northeast of our ChRoxtk deposits and 35 miles northeast of
Gallup, New Mexico, adjacent to the town of CrowimpoThe Properties consist of 619 gross and 58ét&cres.

The net carrying value of these propestias $775,000 and $610,000 at December 31, 2002@08} respectively, and consisted
primarily of mineral rights, permits/licenses arldr buildings and equipment.

West Largo and Roca Honda

In March 1997, we acquired the fee inteiredt77,000 acres in northwestern New Mexico. Sahvagnificant occurrences of uranium
mineralization are know to be within this acreageluding a uranium mineralized property called thest Largo and a uranium mineralized
property called the Roca Honda.

The West Largo property is about 21 milegmof the town of Milan and about 1.5 miles wekE&tate Highway 509 in McKinley Count
New Mexico. The property lies about 3 miles to tleethwest of the Ambrosia Lake District, a majoogucer of uranium by means
underground operations from the late 1950s to #nky 4980s.

The Roca Honda property lies about 4 mileshwest of the town of San Mateo in McKinley CoyriNew Mexico. We also own 36
unpatented mining claims encompassing approxim&#élyacres that are adjacent to the fee land. €hearrying value of the properties was
$230,000 and $65,000 at December 31, 2007 and 28§i@ectively.

RAML Acquisition

On October 12, 2007, the Company finaliaetfinitive agreement with Billiton Investment B5/. ("BHP Billiton") to acquire 100% of
the ownership of Rio Algom Mining LLC ("Rio Algom!)Jnder the agreement, URI will pay BHP BillitonIlmillion in cash and assume
certain retirement
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4. URANIUM PROPERTIES (Continued)

benefits and reclamation liabilities of which up&86 million will be pre-funded at closing. URI Wélso pay BHP Billiton an additional

$16.5 million contingent upon the receipt of atise from the Nuclear Regulatory Commission (NRQjdostruct and operate a conventional
uranium mill. The contractual closing date of trensaction is on or before June 1, 2008 and istly) customary closing conditions,
financing and regulatory approvals.

5. CONTRACT COMMITMENTS
Sales Contracts

In March 2006 we entered into a new contwath Itochu and a new contract with UG that sigeele the previously existing contracts and
provide for delivery of one-half of our actual prmtion from our Vasquez property and other propsrin Texas currently owned or hereafter
acquired by the Company (excluding certain largeeipial exploration plays). The terms of such cactis are summarized below.

The Itochu Contract. Under the Itochu contract all production frdme Vasquez property will be sold at a price eqoidhé average spot
price for the eight weeks prior to the date ofwlaly less $6.50 per pound, with a floor for thetgmice of $37 and a ceiling of $46.50. Other
Texas production will be sold at a price equah® average spot price for the eight weeks pridheodate of delivery less $7.50 per pound,
a floor for the spot price of $37 and a ceilingsdf3. On non-Vasquez production the price paid bélincreased by 30% of the difference
between actual spot price and the $43 ceiling uantbincluding $50 per pound. If the spot pricever $50 per pound the price on all Texas
production will be increased by 50% of such exc&ke. floor and ceiling and sharing arrangement giverceiling applies to 3.65 million
pounds of deliveries, after which there is no flooceiling. Itochu has the right to cancel anyivd#les on six-month's notice.

In December 2005 we entered into a joimtaree with Itochu to develop our Church Rock propér New Mexico. See Joint Venture
for Church Rock Property ." Under the terms of the joint venture, both pertinust make an investment decision after the atioplof a
feasibility study, which was completed at the eh8@06. If Itochu should terminate the venturehat time, we would no longer receive the
additional price of 30% of the excess over $43pgmemd outlined above. If we should terminate thetwee at that time, the original contract
terms will be reinstated from that time forward eTharties expect to make the preliminary investrdentsion the first week of May 2007.

The UG Contract. Under the UG contract all production from thasquez property and other Texas production wiiddd at a price
equal to the month-end long-term contract pricetiersecond month prior to the month of delivess|$6 per pound until (i) 600,000 pounds
have been sold in a particular delivery year andf(i aggregate of 3 million pounds of Uranium baen sold. After the 600,000 pounds in any
year and 3 million pounds total have been sold,WiiGhave a right of first refusal to purchase atfie@xas production at a price equal to
average spot price for a period prior to the détetivery less 4%. In consideration of UG's agreatrto restructure its previously existing
contract, we paid UG $12 million in cash with furrdgsed in our equity offering completed in AprilGs.
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Derivative Financial Instruments

The Company determined that its long-teramium sales contracts in effect prior to March@@étet the definition of derivative financial
instruments for financial statement reporting pwgs Each of these contracts were amended in N2&@h

Both of the amended contracts obligateGbmpany to deliver 50% of its uranium productioreéxh customer, and is does not obligate
the Company to deliver any uranium in excess ®pitbduction. The Company has determined that acihal, 2006 the terms of the amended
contracts eliminated their qualification as derives and therefore, as of May 2006, are not reduimebe valued at fair value. The amendment
to these contracts resulted in a gain on derivatieeorded to the consolidated statements of dpasadf $34.3 million and $527,000 in the
first and second quarters of 2006, respectivelyDé&tember 31, 2007, no derivative positions arstantling.

Changes in the Company's derivatives reptason-cash charges to earnings for the presére vhthe loss the Company would have
incurred in the event it was required to purchasaium in the spot market to satisfy the delivelnfigations under the uranium sales contracts.
The Company has not entered into any hedge traosaatith respect to its uranium sales contracts.

6. LONG-TERM DEBT
Convertible Notes

In 2000, the Company issued a $135,000 Exite Note due July 17, 2005 in settlement ofaiaroutstanding claims. Interest of 6% per
annum was due at maturity. The Company could prédpalote at any time and the holder of the Notétha right to convert all principal and
accrued interest into shares of the Company's Canftack at a conversion price of $3.00 per sharéhe third quarter of 2005, the maturity
was extended to July 17, 2006, and the accruediapalid interest of $40,833 was added to the prad@pthe Convertible Note. The
conversion price was reduced to $1.76 per shamornection with these amended terms, the Compaogrded interest expense of
approximately $56,000 in 2005 related to the berfconversion terms of the modified Note. In Mag006, all of the principal and accrued
interest ($182,900) under the note were converterdli03,896 shares of the Company's Common Stock.

On March 28, 2005 the Company borrowed $B8IDfrom five (5) shareholders of the Companyhezfovhom may be considered an
affiliate. The Notes were unsecured, with a magutéte of March 24, 2006 and bore interest atale of 10% per annum. Each of the Notes
carried conversion rights entitling the holder thyht to convert the face value of the Note plusraed interest into shares of common stock of
the Company at a price equal to the share pric€tmpany received under subsequent debt or edffidsirays. In the fourth quarter of 2005
each lender elected to convert their note and addnterest into common stock of the Company. Altof 314,166 shares were issued at a
share price of $2.00 per share.
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Summary of Long-Term Debt

At December 31,

2007 2006
Long-term debt of the Company consists
Crownpoint propert $ 450,000 $  450,00(
Capital lease 389,28: 387,49!
839,28 837,49!
Les—Current portior 210,61¢ 201,80
Total lon¢-term debt $ 628,66! $ 635,69:

Maturities of long-term debt and capitades are as follows:

For the Twelve Months Ended: Long-Term Debt Capital Leases
December 31, 200 $ — $ 210,61¢
December 31, 200 — 100,66
December 31, 201 — 52,00(
December 31, 201 — 26,00(
December 31, 2012 and beyc 450,00( —
Totals $ 450,00 $ 389,28
Less amounts representing imputed inte (58,000
Present value of future payme $ 331,28
|

7. RELATED-PARTY TRANSACTIONS

On November 1, 2007, the Company's Compiems@&ommittee authorized compensation to Lelan&@ahl, a director of the Company,
for his role as financial advisor to the Chief Extee Officer, consisting of (i) an option to Mrrdahl to purchase 12,000 shares (the "Option™)
under the 2004 Directors Stock Option Plan anda(8}ipend of $10,000 per month effective May )72@he "Stipend”). It was determined
that the grant of this stock option created theuwrirstance that Mr. Erdahl no longer met the qualifons of an independent director under
NASDAQ rules. Mr. Erdahl, the Compensation Comneitbé the Board of Directors and the Board of Dioestagreed to rescind the stc
option grant. On December 20, 2007, the Compens&ammittee of the Board of Directors and the Ba#rBirectors acted and rescinded
stock option grant made to Mr. Erdahl on Novemhe2QD7 and also terminated the Stipend effectiveédualiately for periods after
December 20, 2007. No shares of common stock weteed in connection with the stock option grane Tempensation Committee and the
Board of Directors also adopted a resolution tlwastock option grants would be made to Mr. Erdattil the next compensation year of the
Company, that is, the twelve months ending DecerBlbeP008 resulting in Mr. Erdahl maintaining hisatification as an independent director.
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In April 2007, the Company issued a tofah®,187 shares of Common Stock (at prices ranfyorg $0.16 per share to $1.80 per share
weighted average exercise price was $1.11 per stuagenon-employee director of the Company upareléction to exercise stock options
under the terms of the Company's Directors' stqation plans.

In April/May 2007, the Company issued ataf 287,499 shares of Common Stock (225,000 statr$0.80 per share and 62,499 sha
$2.80 per share) to executive officers of the Camgpgon their election to exercise stock optiondasrthe terms of the Company's stock
option plans.

In the second quarter of 2006, the Compssiyed a total of 162,500 shares of Common Sto@®, (D0 shares at $0.80 per share and
62,500 shares at $2.80 per share) to executiveeoffiof the Company upon their election to exersisek options under the terms of the
Company's stock option plans.

In April 2006, August 2005 and May 2005 @@mpany issued shares of its common stock in fripkacement transactions. Two private
investment partnerships managed by George R. tekadirector of the Company, purchased 300,00@0b10€,200,307 shares in the April
2006 offering, 400,000 shares out of 6,000,000eshir the August 2005 offering and all of the 833,8hares in the May 2005 offering. The
Company has filed a registration statement undeSecurities Act of 1933, as amended, to regibterdsale of the shares issued in these
private placements.

In September 2005, the Company issuedshdd®,562 shares of Common Stock at $0.80 peedaaa director of the Company upon his
election to convert deferred compensation intoehander the terms of the deferred compensatiorspla

On March 28, 2005 the Company borrowed $BID pursuant to a Note Purchase Agreement datech\24, 2005. The lenders were five
(5) shareholders of the Company, each of whom neagolnsidered an affiliate. In the fourth quarteP@05 each lender elected to convert their
note and accrued interest in common stock of thagamy. A total of 314,166 shares were issued baeesprice of $2.00 per share in
connection with the conversion of the Notes.

In January 2005, the Company issued a ¢dtab,250 shares of Common Stock at $0.80 peedoaa former director and holder of in
excess of 5% of outstanding common shares of tmep@ay upon his election to convert deferred comaiBms.

8. SHAREHOLDERS' EQUITY (DEFICIT)
Reverse Stock Split

On March 29, 2006 the Company's Board oé&ors declared a 1 for 4 reverse stock splisf@areholders of record on April 10, 2006.
The split was approved by shareholders at the 200fal Meeting of Shareholders.
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Equity Infusions

In 2006 and 2005 the Company sold sharesmimon stock in the following private placements:

Date Price per Share Amount Shares Issuec

April 2006 $ 49C $ 49,981,50 10,200,30
August 200t $ 20C % 12,000,00 6,000,001
May 2005 $ 18C $ 1,499,99! 833,33¢

In connection with the April 2006 placemér Company paid a fee of $1,449,445 in cash ssukd 306,009 shares of Common Stock to
a placement agent. In connection with the Augusb2flacement the Company paid a fee of $336,0@ash and 112,000 shares of Common
Stock to a placement agent.

Two private investment partnerships mandge@eorge R. Ireland, a director of the Compamycpased 300,000 out of 10,200,307
shares in the April 2006 offering, 400,000 shanatsad 6,000,000 shares in the August 2005 offednd all of the 833,333 shares in the May
2005 offering. The Company has filed a registraitatement under the Securities Act of 1933, asde to register the resale of the shares
issued in these private placements.

Common Stock Issued Upon Conversion of Options andeferred Compensation

In 2007, the Company raised $983,000 oftgglrough the issuance of 513,790 shares of Com8tock of the Company upon the
exercise of outstanding stock options.

In 2006, the Company raised $458,000 oftgglrough the issuance of 229,000 shares of Com8tock of the Company upon the
exercise of outstanding stock options.

In September 2005, the Company issued %B6&s of Common Stock of the Company at $0.88 e to a director of the Company
upon his election to convert deferred compensatiodanuary 2005, the Company issued 56,250 slbd@smmon Stock of the Company at
$0.80 per share to a former director of the Compgron his election to convert deferred compensation

Stock Options
Employee Stock Optiol
The Company has two stock Incentive Plan&fmployees, both of which were approved by then@any's shareholders.

At December 31, 2007 there were outstandimigr the 1995 Stock Incentive Plan (the "199%'Rlaptions for the purchase of 2,235,572
shares of Common Stock with exercise prices ranfyorg $0.76 to $11.75 per share. No new options beagranted under the 1995 Plan.

Under the Company's 2004 Stock Incentias Rthe "2004 Plan") a total of 1,750,000 shareg besissued upon exercise of options
granted under the 2004 Plan. At December 31, 20872 twere outstanding under the 2004 Plan optiomnthé purchase of 1,584,959 shares of
Common Stock at exercise prices ranging from $&%5.19 per share. At December 31, 2007, 30,588shwvere available for future grants
under the 2004 Plan.
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Employee stock options generally vest igtalber a 3 or 4 year time frame and have a contedderm of 10 years.
Directors Stock Option

On June 19, 2001, the Company grantedrtaineoutside directors options to purchase 754@0es of the Company's Common Stock at
an exercise price of $0.88 per share. All suchootivere immediately exercisable and will expineeJi9, 2011 or 30 days after the holder
ceases to be a director of the Company or oneafearsuch holder's death, whichever occurs déthese options 25,000 were exercised in
April 2007, 25,000 were cancelled in 2006 and 28 fnain eligible for exercise at December 31, 2007

On June 2, 2004 the Company adopted thé P@@ctors' Stock Option Plan (the "2004 Direct®isin"). Under the 2004 Directors' Plan,
each non-employee director on the date the Plaradlgted was granted an option to purchase 75/i@s of Common Stock. Each non-
employee Director elected or appointed to the Badidirectors for the first time will be granted aption to purchase 25,000 shares of
Common Stock and, each N&mployee Director shall be granted an option tapase 25,000 shares either, (a) upon his or hksctem at al
annual meeting of the Company's stockholders oin(ajy calendar year in which an annual meetinghafeholders is not held, on June 1 of
such year.

In June 2006, the Directors' Stock OptitanRvas amended to increase the initial grantstlaa@nnual reelection grants to non-employee
Directors to 50,000 shares of Common Stock. Thel Zigectors' Plan replaces an earlier plan thatreggn 2004. At December 31, 2007,
there were outstanding options for the exercisk @3 shares under the old plan.

In April 2007, an option to purchase 100,8Bares of the Company's Common Stock was graémf€erence J. Cryan, a non-employee
director of the Company at an exercise price 02%@er share. Such grant was subject to sharehafigeoval of an amendment to the 2004
Directors' Plan which was received at the July 28@7ual shareholders meeting.

At the July 2007 annual meeting of the shalders, each of the non-employee directors o€Citmapany (Leland O. Erdahl, George R.
Ireland and Terence J. Cryan) was granted an optider the 2004 Directors Plan to purchase 50,886es of the Company's common stoc
an exercise price of $11.32 per share. Also in 207 an option to purchase 50,000 shares of tinep@oy's Common Stock was granted to
Marvin K. Kaiser, a new non-employee director af thompany at an exercise price of $11.32. The moplayee directors hold options
covering 606,250 shares under the 2004 Directtas’' & December 31, 2007. At December 31, 2007,08600shares were available for future
grants under the 2004 Directors' Plan.

At the June 2006 annual meeting of theedih@ders, each of the non-employee directors oCdrapany (Leland O. Erdahl and George R.
Ireland) was granted an option under the 2004 Birsdlan to purchase 25,000 shares of the Congaogimon stock at an exercise price of
$5.15 per share. In June and October 2006 opt@parchase 50,000 shares of the Company's Comnook $ere granted to two new non-
employee directors of the Company (David N. Clarkune and Terence J. Cryan in October) at exepcises of $5.13 and $2.97,
respectively.
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Options Issuable for Deferred Compensation

The Company has a 1999 Deferred CompemsBtan (the "1999 Plan") and Deferred Compensdians for 200001, 2002, 2003 ar
2004 (the "2000-2004 Plans") whereby executivecef§ and directors were permitted to defer up @ 0f their compensation for the years
1999-2004.

Under the 1999 Deferred Compensation Rlan'(1999 Plan"), executive officers and directirthe Company and its subsidiaries were
permitted to defer until January 11, 2006 up to%Qif their 1999 salary. At the time of the defegkdction, a participant could elect to receive
payment of up to 100% of the deferred amount afrgaéh shares of our Common Stock. A total of agprately $242,000 was deferred under
the 1999 Plan of which $133,450 was paid by iss88§65 shares of Common Stock at $1.50 per sharef December 31, 2007,
approximately $108,000 remains outstanding as deferompensation under the 1999 Plan.

Under the 2000-2004 Plans, the executifieest and directors were permitted to defer up@6% of their 2000, 2001, 2002, 2003 and
2004 salary with payment thereof to be made onalgnld, 2006. On or before that date, the partitipaay elect to receive the deferred
amount in shares of our Common Stock valued at0Bpe8 share. A total of $829,000 was deferred utitee000-2004 Plans of which
$95,300 was paid in 2004 by issuing 119,125 shafr€mmon Stock at $0.80 per share. As of Decer@beP007, approximately $681,000
remains outstanding as deferred compensation uhde&2000-2004 Plans.

In December 2005, the 1999 Plan and th€@-2004 Plans were amended, extending the elecfitregarticipants under the plans to
receive their deferred compensation until Janudrn2011. All of the participants with accrued dedercompensation at December 2005
elected to defer their election to such date.

9. STOCK-BASED COMPENSATION PLANS
Adoption of SFAS 123(R)

Effective January 1, 2006, the Company éetbthe fair value recognition provisions of Stagetnof Financial Accounting Standard 123
(R) " Share-Based Payment'SFAS 123(R)") using the modified prospective siion method. In addition, the Securities and Exade
Commission issued Staff Accounting Bulletin No. I'Bhare-Based Paymeh("'SAB 107") in March, 2005, which provides supplental
SFAS 123(R) application guidance based on the vitise SEC. Under the modified prospective tramsimethod, compensation cost
recognized in the quarter ended March 31, 2006aydnd includes: (a) compensation cost for allsHemsed payments granted prior to, but
not yet vested as of January 1, 2006, based ogrém date fair value estimated in accordance thighoriginal provisions of SFAS No. 123,
and (b) compensation cost for all share-based pagmgganted beginning January 1, 2006, based ogr#me date fair value estimated in
accordance with the provisions of SFAS 123(R).dooadance with the modified prospective transitioethod, results for prior periods have
not been restated.

The adoption of SFAS 123(R) resulted irtktoompensation expense for the year ended Dece3ib@007 and 2006 of $4,047,000 and
$2,422,000, respectively, to general and admirtisea
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expenses. The Company has not recognized a tafitfem the stock compensation expense becaus€dnepany considers it is more likely
than not that the related deferred tax assets,hwiawe been reduced by a full valuation allowandk not be realized.

The Black-Scholes option-pricing model wasd to estimate the option fair values. The oppidcing model requires a number of
assumptions, of which the most significant are eex@d stock price volatility, the expected pre-wvesforfeiture rate and the expected option
term (the amount of time from the grant date uh#l options are exercised or expire). Expectedtiibfavas calculated based upon actual
historical stock price movements through the messent date of the stock option grant. Expectedvpsting forfeitures were estimated based
on actual historical pre-vesting forfeitures oues tost recent periods ending December 31, 200héoexpected option term. The expected
option term was estimated based on historical aesraver the most recent periods ending Decemh&(BY .

A total of 300,000 new option grants werad® to the non-employee directors of the Compaiypiil 2007 (100,000 shares) and July
2007 (200,000 shares) at grant prices of $9.25541d32 per share, respectively.

A total of 100,000 new option grants werad®@ to the non-employee directors of the Compadyire 2006 at grant prices of $5.15 and
$5.13 per share. In October 2006 a total of 800884 options were made to an executive officehef@ompany and 50,000 new option
grants were made to a non-employee director o€rapany at a grant price of $2.97 per share. IneNther 2006, a total of 295,000 new
option grants were made to employees of the Compaaygrant price of $5.19 per share.

Stock Options as of December 31, 2007

The Company has four stock option plansussmarized under Footnote 8 "Shareholders EquigkSDptions.” The following table
summarizes stock options outstanding and changasydthe year ended December 31, 2007:

Outstanding Options

Weighted
Average
Weighted Remaining
Average Contractual Aggregate
Number of Exercise Term Intrinsic
Shares Price (in years) Value
Options outstanding at January. 1, 2| 4,725,200 $ 2.44
Granted 300,000 $ 10.6:
Exercisec (513,790 $ 1.91
Canceled or forfeite (58,57 $ 14.9¢
Options outstanding at December 31, 2 4,452,84. $ 2.8¢ 724 $ 42,768,00
I .| I I
Options exercisable at December 31, 2 3,198,26. $ 2.2¢ 6.87 $ 32,609,00
I | I I

The total intrinsic value of options exsra during the years ended December 31, 2007, 20)@005 was $5,429,000, $793,000 and $0,
respectively.
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Shares available for grant under the Péansf December 31, 2007 were 630,500.

Stock options outstanding and currentlyreisable at December 31, 2007 are as follows:

Options Outstanding Options Exercisable

Weighted Average

Number of Remaining Number of
Options Contractual Life Weighted Average Options Weighted Average

Stock Option Plan Outstanding (in years) Exercise price Exercisable Exercise Price
1995 Stock Incentive Ple 2,235,57. 6.2t $ 1.4¢ 1,805,15 $ 1.4¢
2004 Employee Incentive Pl 1,584,95! 8.2 3.41 1,185,79: 3.3¢2
Directors Stock Option Ple 1,06: 2.21 4.4¢ 1,063 4.9¢
2004 Directors Pla 606,25( 8.5¢ 6.7( 181,25( 4.1:
Other 25,00( 3.5C 0.8¢ 25,00( 0.8¢

4,452,84. 724 % 2.8¢ 3,198,26; $ 2.2¢

—— —

Total estimated unrecognized compensatish ftom unvested stock options as of Decembe2@07 was approximately $3.8 million,
which is expected to be recognized over a weightegage period of approximately 2 to 3 years.

Pro-Forma Stock Compensation Expense for the Yearded December 31, 2005

Prior to 2006, the Company applied thersic value method of accounting for stock optiasgrescribed by APB 25. Since all options
granted prior to the year ended December 31, 2@0%h exercise price equal to the closing markee f the underlying common stock on
the grant date, no compensation expense was remsijif compensation expense had been recognizesdilmn the estimated fair value of e
option granted in accordance with the provisionSIBAS 123 as amended by Statement of Financial uxtoay Standard 148, our net loss and
net loss per share would have been reduced tollosvfng pro-forma amounts:

Year Ended
December 31, 2005

Net Loss: Asreportec $ (35,086,67)
Pro forma stock based compensation costs undéaithealue method

net of tax (430,25Y)
Pro forma $ (35,516,93)
As reportec $ (0.9¢)
Basic EPS: Pro form $ (0.9¢)
As reportec $ (0.96)
Diluted EPS: Pro form $ (0.96)

The fair value of each option is estimatadhe date of grant using the Black-Scholes oppigcing model.

Using the Black-Scholes option pricing miptiee weighted average assumptions for grant®@v 2fair market value: $11.32, expected
volatility of 148% and risk-free interest rate 0625%. An
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expected life of 9.62 years was used for the optgmanted. The weighted average fair value of gitmns granted in 2007 was $11.32.

Using the BlaclScholes option pricing model, the weighted avemsgimptions for grants in 2006: fair market vae05, $5.03, $2.9:
$2.92 and $5.09 expected volatility of 155.0%, 096, 154.6%, 148.1% and 155.0% and fige interest rates of 5.18%, 5.08%, 4.13%, 5.
and 4.66%. An expected life of 8.58, 8.58, 8.583%nd 8.58 years was used for the options gramteziweighted average fair value of the
options granted in 2006 was $3.60.

The following are the weighted average esnfpr assumptions used for grants in 2005: Expeatéatility of 150% and risk-free interest
rates of 4.0%-4.5%. An expected life of 9.2 yeaas wsed for options granted to the employees ardtdis. The weighted average fair value
of options granted in 2005 ranged from $1.80 td $3er share.

On June 2, 2004, 1,687,500 options weretgdato officers at an exercise price of $1.16gbt@re. Stock compensation expense of
$444,000 was recorded in June 2005 (the date andiment to the stock option plan was approved byoidmpany's shareholders) and is
reflected in the Consolidated Statements of Opmnatunder general and administrative expensefiéoyear ended December 31, 2005. On
September 28, 2005, 50,000 were granted to a ngegee of the Company for services provided toGoenpany. Stock compensation
expense of $138,000 is reflected in the Consoldti&tatements of Operations under general and astngitive expenses for the year ended
December 31, 2005.

Additional details about the options granteder the stock option plans are as follows:

Options

Exercise Options Available for Options Options Options

Date of Grant Price Granted Exercise Exercised Canceled Outstanding
Balances at December 31, 2( 3,782,61! 2,247,111 674,27¢ 508,93t 2,599,40!
| | | | |
June 1, 200! $ 1.8C 50,00( 18,75( 6,25( — 43,75(
September 28, 20( $ 2.8(C 300,00( 112,50( 124,99¢ — 175,00:
October 6, 200! $ 3.1z 262,50( 76,561 89,06: 43,75( 129,68
Balances at December 31, 2( 4,395,11i 2,454,92! 894,58 552,68t 2,947,84.
| | | | |
June 1, 200! $ 5.1¢ 50,00( 12,50( — — 50,00(
June 6, 200! $ 5.1¢ 50,00( 12,50( — — 50,00(
October 3, 200! $ 2.97 850,00( 545,83¢ — — 850,00(
November 8, 200 $ 5.1¢ 295,00( 97,50( 35,00( 30,00( 230,00(
Balances at December 31, 2( 5,640,11! 3,123,26. 929,58t 582,68t¢ 4,127,84.
IEEEEE——" S S S S
April 10, 2007 $ 9.2t 100,00( 50,00( — — 100,00(
July 12, 2007 $ 11.32 200,00( — — — 200,00(
Balances at December 31, 2( 5,940,111 3,173,26. 929,58t 582,68t 4,427,84.
| | | | |

The exercise price for the options granteder the plans is the fair market value of the Gmm Stock on the date granted. The terms of
the options are determined by the Board of Dirextgoon grant; however, no options may be exercfted a period of ten years. The weigh
average fair value of options granted in 2007, 288& 2005 was $10.63, $3.67 and $3.08, respectively
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The deferred federal income tax assetillighconsists of the following:

December 31

2007 2006 2005
Property development co—net of
amortization $ 8,407,000 $ 8,883,000 $ 7,552,001
Accelerated depreciatic (90,000 28,00( 62,00(
Restoration reserve (194,000) 1,106,001 1,087,001
Derivative valuation allowanc — — 15,919,00
Net operating loss and percent:
depletion carryforward 21,661,00 20,302,00 17,457,00
Valuation allowance and ott—net (29,784,00) (30,319,00) (42,077,00)
Total deferred income tax asset (liabili  $ (O 0o $ 0
I I I
Major items causing the Company's tax gwiowi to differ from the federal statutory rate dP8were:
For the Twelve Months Ended December 31
2007 2006 2005
% of Pretax % of Pretax % of Pretax
Amount Income Amount Income Amount Income
Pretax income (los $ 1,077,53. — $ 21,509,72 — $ (35,086,67) —
Pretax income (loss)
times statutory tax ra 366,00( (34)% 7,313,001 (34)% (11,929,00) (34)%
Increases (decreases) il
taxes resulting fron
Change in valuatio
allowance (366,000 34% 7,313,001 34% 11,929,00 34%
Income tax benef $ 0 0% $ 0 0% $ 0 0%
I L] I I L]

The Company's net operating loss carryfodegenerated in 2007 and in prior years have gépdreen valued, net of valuation
allowance, at Alternative Minimum Tax ("AMT") raté@mposed by the Tax Reform Act of 1986. It is asedrthat these deferred tax assets will
be realized at such rates.

At December 31, 2007, approximately $62,888 of percentage depletion (available for regtdampurposes) had not been utilized to
offset book income and is available to carry fomvir future accounting periods.

The Company also has available for regiglderal income tax purposes at December 31, 2Q0viasd net operating loss ("NOL")
carryforwards of approximately $62,730,000 whicpiex primarily in 2008 through 2027, if not previdy utilized. Following the issuance of
the Company's
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Common Stock in 2001, use of the Company's NOL bélseverely limited on an annual and aggregatie.lfear this reason, the NOL is not
included as a deferred tax asset in the table above

11. OTHER LONG-TERM LIABILITIES AND DEFERRED CREDIT S

Other long-term liabilities and deferreédits on the balance sheet consisted of:

December 31,

2007 2006
Reserve for future restoration and reclamationscOssset
Retirement Obligations), net of current portior$sdf125,000
and $1,520,000 in 2007 and 2006. (Not $ 2,808,090 $ 2,709,00
Royalties payabl 500,00( 500,00(
Deferred compensatic 789,22¢ 789,22¢

$ 4,097,327 $ 3,998,22!

The following table shows the change inliatance of the restoration and reclamation ligb{iAsset Retirement Obligation) during the
years ended December 31, 2007 and 2

December 31

2007 2006
Reserve for future restoration and reclamationscat
January 1 $ 4,229,19: $ 3,595,27!
Additions 116,57. 886,97¢
Changes in cash flow estima: 967,86! 543,70
Costs incurret (1,447,81) (997,139
Accretion expens 66,78¢ 200,36¢

Reserve for future restoration and reclamationscat
December 31 $ 3,932,60. $ 4,229,19:

12. EARNINGS (LOSS) PER SHARE

Basic earnings per share includes no dituéind is computed by dividing income or loss latitted to common stockholders by the
weightedaverage number of common shares outstanding fgrehied. Diluted earnings per share reflects them@al dilution that could occi
if security interests were exercised or conventgd common stock.
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The following table sets forth the compiagtatof basic and diluted earnings (loss) per slfar¢he years ended December 31, 2007, 2006
and 2005.

2007 2006 2005

Net Income Net Income Net Loss

Attributed Weighted- Per- Attributed Weighted- Per- Attributed Weighted- Per-

to Common Average Share to Common Average Share to Common Average Share

Stock Shares Income Stock Shares Income Stock Shares Loss

Basic income (loss) per
share $ 1,077,53. 52,118,85 $ 0.0z $ 21,509,72 48,338,17 $ 044 $ (35,086,67) 36,644,46 $ (0.9¢)
Effect of dilutive securities
Stock options/warrant — 3,962,45: — 2,081 3,221,69' $ (0.02) — — —

Diluted income (loss)
earnings per sha $ 1,077,53. 56,081,30. $ 0.0z $ 21,511,80 51,559,86 $ 04z $ (35,086,67) 36,644,46 (0.9¢)

13. COMMITMENTS AND CONTINGENCIES

The Company's mining operations are sultjefdderal and state regulations for the protectibthe environment, including water quality.
These laws are constantly changing and generatlgrbsg more restrictive. The ongoing costs of coiamgl with such regulations have not
been significant to the Company's annual operato®gs. Future mine closure and reclamation costgrvided for as each pound of uranium
is produced on a unit-of-production basis. The Canypreviews its reclamation obligations each year @etermines the appropriate unit
charge. The Company also evaluates the statug@tienvironmental laws and their potential impattheir accrual for costs. The Company
believes its operations are in compliance withentrenvironmental regulations.

The Company is from time to time involvedviarious legal proceedings of a character nornmadiigent to its business. Management does
not believe that adverse decisions in any pendirtreatened proceedings will have a material a#veffect on the Company's financial
condition or results of operations.

In April 2006, the Company completed thie d 10,200,307 shares of its Common Stock at®geF share to accredited investors
resulting in gross proceeds of approximately $5lionibefore expenses of the offering. The Comphagy filed a registration statement under
the Securities Act of 1933, as amended, to regikteresale of the shares. Such shares are stbjesttain resale registration rights that would
include penalties in the event the registratiotest&nt fails to remain effective. At December 31072, the Company's registration statement
was effective.

Kingsville Dome Contingent Royalty

The Company accrued a royalty obligatianfiits production activities at the Kingsville DorReoject in 2007 from leases which have a
6.25% royalty and carry and additional 3.125% rtyyphyment to certain land owners of the propdrat have ratified lease agreements with
the Company. Through the first nine months of 2@@7had recorded a contingent royalty obligationaéd¢m an additional 3.125% royalty in
anticipation of certain additional landowners rgtify the leases offered by the Company. At Decer3lkgP007, none of these additional le:
have been ratified and the
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contingent liability and related royalty expenseareled for the first nine months of 2007 of appnoxiely $453,000 was reversed.

Compensation Agreements

The Company has entered into Compensatgreéments with Executive Officers of the Comparat firovide that, in the event of a
change in control, such officers will have certaghts and benefits for a period of thirsjx months for the Chairman and CEO of the Comy
and twentyfour months for the other officers, following sudhange in control. The Compensation Agreementsigedbhat the executive's bk
salary payments shall be made on a monthly basihiéoduration of the term and any incentive payimishall be paid annually until the
obligation to make such payments expires.

Legal Contingency

On July 13, 2007, an employee of a drilloogntractor engaged by the Company, was killed wherdrill rig on which he was making
repairs backed over him. His heirs have filed ctaagainst the drilling company and us. Our insueazarrier is defending the matter on our
behalf. We believe we have meritorious defensebdalaims and that, in any event, we have adedqusieance to cover the matter.

14. JOINT VENTURE FOR CHURCH ROCK PROPERTY

In December 2006, HRI-Churchrock, Inc.,l@olly owned subsidiary of the Company, entered aflmint Venture with a wholly owned
subsidiary of Itochu to develop jointly our Churabk property in New Mexico, under which Itochu wilihd all development costs, primarily
through a debt facility that it will provide. Itoarand the Company will split the profits 50-50 @hd Company will be the Managing Partner
and receive a management fee. For revenues inest&80 per pound, the Company will receive addal payments under the joint venture.
The Company estimates that the Churchrock propettyield about 12 million pounds of uranium. Adsibility study was completed and
delivered at the end of 2006. Under the terms efithint Venture, both parties must make a Prelingifravestment Decision whether to move
forward with the Joint Venture. The parties haveead to extend that date until August 1, 2008.gdbaitive decision is made, Itochu will
reimburse us for 50% of our permitting costs fromvBimber 1, 2005, through the completion of theibélety study, up to a maximum
contribution of $180,000. The parties will splitst® incurred after completion of the feasibilitydyt 50-50 until a final investment decision is
made by the parties after receipt of necessary ifgerm
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Exhibit 31.1
Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002
I, David N. Clark, certify that:
1. | have reviewed this report on Form-K of Uranium Resources, Inc
2. Based on my knowledge, this report does not comaynuntrue statement of a material fact or omététe a material fact necessarn

make the statements made, in light of the circunt&ts under which such statements were made, nkadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements$ atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

4. The registrant's other certifying officers andé aesponsible for establishing and maintainingld&ae controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirg @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

€) Designed such disclosure controls and proceduresused such disclosure controls and proceduies ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneggh

(b) Designed such internal control over financial réipgr or caused such internal control over finahetporting to be designe
under our supervision, to provide reasonable assereegarding the reliability of financial repogdiand the preparation of
financial statements for external purposes in atamoce with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registrantelasire controls and procedures and presentedsimeport our conclusior
about the effectiveness of the disclosure contints procedures, as of the end of the period cougyeddis report based on such
evaluation; and

(d) Disclosed in this report any change in the regigisanternal control over financial reporting tleatturred during the registran
most recent fiscal quarter (the registrant's fofigibal quarter in the case of an annual repod) lttas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrant's other certifying officers and Véalisclosed, based on our most recent evaluafiorieynal control over financie
reporting, to the registrant's auditors and thatanmmmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

(@)  All significant deficiencies and material weaknesethe design or operation of internal contradiofinancial reporting whic
are reasonably likely to adversely affect the itegig's ability to record, process, summarize apbrt financial information; ar

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant
internal control over financial reporting.

Date: March 17, 200

/sl DAVID N. CLARK

Title: Chief Executive Office
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Exhibit 31.2
Certification of Chief Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002
I, Thomas H. Ehrlich, certify that:
1. | have reviewed this report on Form-K of Uranium Resources, Inc
2. Based on my knowledge, this report does not comaynuntrue statement of a material fact or omététe a material fact necessarn

make the statements made, in light of the circunt&ts under which such statements were made, nkadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements$ atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

4. The registrant's other certifying officers andé aesponsible for establishing and maintainingld&ae controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirg @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

€) Designed such disclosure controls and proceduresused such disclosure controls and proceduies ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneggh

(b) Designed such internal control over financial réipgr or caused such internal control over finahetporting to be designe
under our supervision, to provide reasonable assereegarding the reliability of financial repogdiand the preparation of
financial statements for external purposes in atamoce with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registrantelasire controls and procedures and presentedsimeport our conclusior
about the effectiveness of the disclosure contints procedures, as of the end of the period cougyeddis report based on such
evaluation; and

(d) Disclosed in this report any change in the regigisanternal control over financial reporting tleatturred during the registran
most recent fiscal quarter (the registrant's fofigibal quarter in the case of an annual repod) lttas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrant's other certifying officers and Véalisclosed, based on our most recent evaluafiorieynal control over financie
reporting, to the registrant's auditors and thatanmmmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

(@)  All significant deficiencies and material weaknesethe design or operation of internal contradiofinancial reporting whic
are reasonably likely to adversely affect the itegig's ability to record, process, summarize apbrt financial information; ar

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant
internal control over financial reporting.

Date: March 17, 200

/sl THOMAS H. EHRLICH

Title: Vice President and Chief Financial Offic
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Exhibit 32.1

URANIUM RESOURCES, INC.
405 State Highway 121 Bypass, Building A,, Suite @1Lewisville, TX 75067
972.219.3330 Phone 972.219.3311 Fax
Www.uraniumresources.com

March 17, 2008
Securities and Exchange Commission
450 5™ Street, N.W.
Washington, D.C. 20549
CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBAN ES-OXLEY ACT OF 2003

I, David N. Clark, Chief Executive Officef Uranium Resources, Inc. (the "Company"), certifyrsuant to Section 906 of the Sarbanes-
Oxley Act of 2002, that:

(1)  The Annual Report on Form -K of the Company for the year ended December 3a7 2@hich this certification accompanis
fully complies with the requirements of sectiond3¢r 15(d) of the Securities Exchange Act of 19849

(2) The information contained in the Annual Reportl§apresents, in all material respects, the finanmiadition and results ¢
operations of the Company.

/s/ DAVID N. CLARK

David N. Clark
Chief Executive Officer
March 17, 200¢
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Exhibit 32.2

URANIUM RESOURCES, INC.
405 State Highway 121 Bypass, Building A, Suite 1,1Dewisville, TX 75067
972.219.3330 Phone 972.219.3311 Fax
www.uraniumresources.com

March 17, 2008
Securities and Exchange Commission

450 5™ Street, N.W.
Washington, D.C. 20549

CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBAN ES-OXLEY ACT OF 2003

I, Thomas H. Ehrlich, Vice President—Finammd Chief Financial Officer of Uranium Resourdas, (the "Company"), certify, pursuant
to Section 906 of the Sarbanes-Oxley Act of 20021t

(1)  The Annual Report on Form 10-K of the Company Fer year ended December 31, 2007, which this atifin accompanies,
fully complies with the requirements of sectiond)3¢r 15(d) of the Securities Exchange Act of 1984

(2) The information contained in the Annual Reportlfapresents, in all material respects, the findnodadition and results
operations of the Company.

/s/ THOMAS H. EHRLICH

Thomas H. Ehrlich
Vice President and Chief Financial Officer
March 17, 200¢
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