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Pr;ston Exploration, L.L.C.

VIA FAX & MAIL

2003 k8D 0006 9703 983k April 20, 2004

Murchison Oil and Gas, Inc.
1100 Mira Vista Blv.
Plano, TX 75093

Attn: Mr. Michael Dangherty

Re:  AFE to drill Roughneck Red “29” Com #1
N/2 of Section 29, T17S, R26E
Roughneck Red Prospect
Eddy County, New Mexico

Dear Mr. Daugherty:

We are in receipt of your letter dated April 14, 2004 offering to farmout your interest in
the N/2 of Section 29 delivering a 75% net revenue interest and retaining a back in of
30% after payout. This proposal is unacceptable under these terms.

We are willing to acquire a term assignment from Murchison for a reasonable bonus
amount and delivering to us a 75% net revenue interest. In the alternative, we will
continue to seek to recover our cost plus 200% at our Compulsory Pooling hearing

- ~(NMOCD Case No. 13236) set for April 29, 2004 or we would welcome Murchison as a
partner in the drilling of this Morrow test well.

Yours very truly,

B Bloce

Bo Blue
New Ventures Land Manager

1717 WOODSTEAD COU™~ ~~ YELEPHONE: 281-367-8697

NMOCD CASE NO. 13236
MAY 27, 2004
PRESTON EXPLORATION, LLC
EXHIBIT NO. 11
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Preéign Exploration, LLC
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