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Preston Eiploraﬁon, L.L.C.

“April 6, 2004
Cactus Energy,Inc. - : ~ MEC Petroleum Corp.
P.0.Box 2412 - , 414 W, Texas, Suite 410
. Midland, TX 79702 S B «  Midland, TX 79702
Attn: Mr. Richard H. Coats ‘
Saguaro Resources, inc. / Murchison Ofl & Gas, Inc.
1409 S. Country Road 1130 1100 Mira Vista Blvd.
Midland, TX 79706 - , o Plano, TX 75093 ,
Atm Mr. Thomas R Smth o A Attn: -Mr. Mike Daugherty, GPL -
E3 Energy, Ltd. - o Chase Oil Corporafion
P.O.Box 205 - S Caza Energy LLC
Midland, TX 79702 - Robert C. Chase
Mr. Wendell W. lverson, Jr. ' " Richard L. Chase
. Lo ' Gerene Diane Chase Crouch
: Do P.O. Box 1767
: s : Artesia, NM 88211

Re:'  AFE todrill Roiighneck Red 29" Com#1
.. NJ2 of Section-29, T17S, R26E
.+ 'Roughneck Red: Prospect

: Eddy County New Mexnco

Genﬂemen

o Reference is made to that oertam Ietter dated January 13 wheréin the referenced wefl was

originally proposed. Because of surface considerations, we are having to dril this well
directionally to the same bottom hole locafion. The.surface location is 1200° FLN and 1280" FWL
of Section 29. The botiom hole location is 1480' FNL and 1980' FWL of Section 29. The sidefrack
portion added. appro:umately $100,000 to AFE .

B e ekl bR R

‘Preston wil operats thé wall ¥ you desire to parficipate, please execute and forward one (1) of the

enclosed AFE's fo the undersigned at your earliest convenience.

In the altemaﬁve, Preston would like to negoﬁate a term asslgnment of your leasehold right in the

' NIZofSet:ﬁonZQ

Sheuld y0u have any qu&sbons, please contact me.
Yours vely truly, , | '

. ip-. 1717 WOOBSTEAD COURT-. HONE: 281-367-8697 -
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Preston Exploration, L.L.C.

April 6, 2004

2003 1b80 DOObL 9703 9751

Cactus Energy, Inc.

P.O. Box 2412

Midland, TX 79702

Afin: Mr. Richard H. Coats

7003 1L30_DO0OL 9703 97&2
"MEC Petroleum Goip.

414 W. Texas, Suite 410
Midland, TX 76702

7003 1La0 000k 9703 97kL8

aguaro Resources, Inc.
1409 S. Country Road 1130
Midland, TX 79706

Altn: Mr. Thomas R. Smith

7003 L8O 000k 9703 9775

P.O.Box205
Midtand, TX 79702
Mr. Wendell W. lverson, Jr.

Re:  AFE to drill Roughneck Red "29° Com #1

N/2 of Section 29, T17S, R26E
Roughneck Red Prospect
Eddy County, New Mexico

Gentliemen:

7003 3L30 0006 9703 9799

Murchison Ot & Inc.
1100 Mira Vista Bivd.

Plano, TX75093

Attn: Mr. Mike Daugherty, CPL

2003 1LA0 0006 3703 974y

ase Ul
Caza Energy LLC
Robert C. Chase
Richard L. Chase
Gerene Diane Chase Crouch
P.0. Box 1767
Artesia, NM 88211

Reference is made fo that certain letter dated January 13 wherein the referenced well was
originally proposed. Because of surface considerations, we are having to drill this well
direcfionally to the same bottom hole locafion. The surface locafion is 1200' FLN and 1280' FWL
of Secfion 29. The bottom hole location Is 1480" FNL and 1980' FWL of Section 29. The sidetrack
portion added approximately $100,000 to AFE.

Preston will operate the well. If you desire to participate, please execute and forward one (1) of the
enclosed AFE's to the undersigned at your earfiest convenience.

In the alternative, Preston would like fo negotiate a term asslgnhent of your leasehold rightin the -
N72 of Secfion 29.

Should you have any questions, please contact me.
Yours very truly,

New Ventures Land Manager

BB:be

1717 WOODSTEAD COURT + FO. BOX 7520 « THE WOODLANDS, TEXAS 77387 « TELEPHONE: 281-367- 8697



i ‘i‘-

Mr. Dale Douglas

Capstone Oil & Gas Company, L.P.
P. Q. Box 10187

Midland, TX 79702

Mr. Randy Ford

RXK. Ford & Associates
415 W. Wall, Suite 1700
Midland, TX 79701



__PRESTON EXPLORATION, LLC

AUTHORIZATION FOR EXPENDITURE

Teass ano vwell No.
Roughneck Red 29 #1

Prospect

Roughneck Red

W Exploratory Well
3 Development Well

00 Recompletion
0O workover

[~ CowiyPann, Sk
Eddy Co., New Mexico

3 injection
g swp

[ Other

lSec. 29, T178, R26E

& GescripirVMeasaed Locain
1200" FNL & 1280' FWL (Surface Locatian)

[+ of
Drill and evaluate Morrow formation.

1480' FNL & 1980° FWL (Bottom Hole Laocation)

Drill directionally due to

offset of surface location.

e Ry

Drilling Mud / Campietion Fluids
Watar

Fuet

Open Hoie - Logging / Coring
Engineering / Supervision

Casing Sefvices

Supplies

Driting ¢ Completion Overhead
Equipment Rentals (inc). DrR Pipe)
Surface Damages

Wetihead Equipment

Stickline / Swabbing

Cased Hole - Logging / Perfarating
Stimulation - Materiais / Servicas
Coiled Tybing - Materiais / Senvices
Chemicals - Cther

Gravel Pack - Materials / Services
Bits - Drilling / Completion
Treating

Testing / Analysis

Communications

Labor

P & A Expense

Miscellanaous

insuranca

Directional Services

Contingencies

Geological/ Petrophysicsl Services

$2,200.00 PiDay

—23  Deys@®  $8,10000

2 Days @

$800.00 Pay

r

Total Intangibles

Conductor Pipe

Surface Casing

Inermediate Liner

Drilling Liner

Production

Tie-Back

Tubing

Downhole Equipment

Artificial Lift Equipment

Tree & Other Production Equipment
Tanks .

Pipe. Fittings, Valvas, efc.
Separators, Treaters, Heaters. elc.

Qa0

13 V5" Set @ 400°

9 5/8" Sel @ 1,400°

517 Sl @ 8500

27/ @ 8,500

PFt

Signature Tite
ITIS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTRIATES ONL Y AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL
COSTS INCURRED IN CONDUCTING THE OPERATION SPECHFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SET OUT.




