Preston Exploration, L.L.C.

April 20, 2004
- 7003 1La0 0ODbL 9703 8843 |

Mr. Thomas R. Smith
Saguaro Resources, Inc.
1409 S. Country Road 1130
Midland, TX 79706

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

Dear Mr. Smith:

Pursuant to a phone conversation with Mark Wheeler at Capstone Oil & Gas, 1 have
enclosed for your approval our Joint Operating Agreement for the drilling of the
referenced well.

If acceptable, please execute the extra signature pége and return same at your earliest
convenience. Please note, this form is in place with the owners in the N/2 N/2 of Section
'29. Should you have any questions, please call the undersigned.

Yours very truly,

Bo bt

Bo Blue _
New Ventures Land Manager

Enclosure

1717 WOODSTEAD COURT PHONE: 281-367-8697 -
NMOCD CASE NO. 13236
MAY 27,2004
PRESTON EXPLORATION, LLC
EXHIBIT NO. 12
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Preston Exploration, L.L.C.

April 20, 2004

Mr. Richard Coats

Cactus Energy, Inc.

400 W. Hlinois, Ste. 1620
Midland, TX 79701

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

Dear Mr. Coats:

Pursuant to a phone conversation with Mark Wheeler at Capstone Oil & Gas, I have

enclosed for your approval our Joint Operating Agreement for the drilling of the
referenced well.

If acceptable, please exccute the extra signature page and return same at your earliest

convenience. Please note, this form is in place with the owners in the N/2 N/2 of Section
- 29. Should you have any questions, please call the undersigned.

Yours very truly,

By Ben

Bo Blue _
New Ventures Land Manager

Enclosure

1717 FOODSTEAD COURT » PO. BOX 7520 » THE WOODLANDS, TEXAS 77387 « TELEPHONE: 281-367-8697
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Preston Exploration, L.L.C.

April 20, 2004

Mr. Wendell W. Iverson, Jr.
E3 Energy, Ltd.

400 W, Illinois, Ste. 1620
Midland, TX 79701

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

Dear Mr. Iverson:

Pursuant to a phone conversation with Mark Wheeler at Capstone Oil & Gas, I have

enclosed for your approval our Joint Operating Agreement for the drilling of the
referenced well. ’

If acceptable, please execute the extra signature page and return same at your earliest
convenience. Please note, this form is in place with the owners in the N/2 N/2 of Section
29. Should you have any questions, please call the undersigned.

Yours very truly,

Bo Blue
New Ventures Land Manager

Enclosure

1717 WOODSTEAD COURT - PO. BOX 7520 * THE WOODLANDS, TEXAS 77387 « TELEPHONE: 281- 367-8697
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Shipping Label: Your shipment is complete

1. Use the "Print featura from your browser to send this page to your laser or inkjet printer.

2 Fold the printad page along the horizontal line.

3. Place laksl in shipping pouch and affix it to your shipment 8o that the barcode portion of the label can be read and scanned.

Waming: Use only the printed original label for shipping. Using a photocopy of this label for shipping purposes Is fraudulent
and could result in additional billing charges, along with the cancellation of your FedEx account number.

Use of this system constitutes your sgreement ta the service conditions in the current FedEx Service Guide, avatiable on fadex.com. FedEx will not be
respansible for any claim in excess of $100 per package, whethar the resuit of loss, damage, dalay, non-detivery, misdeiivery, or misinformation, uniess
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Shipping Label: Your shipment is complete

1. Use the ‘Print' feature from your browser to send this paga ta your laser or inkjet printer.

2 Fold the printed page along the horizontal lins. -

3. Ptace labe! in shipping pouch and affix it to your shipment so that the barcade portion of ths iabel can be read and scanned.
Warning: Use only the printed original labe! for shipping. Using a photocopy of this label for shipping purposes Is fraudulent
and could result in additional billing charges, along with the cancellation of your FedEx account number.

Use of this system canstitutea your agreement to the satvice conditions In the current FedEx Servica Gulds, available on fedex.com. FedEx will not be
responsible for any clalim in excess of $100 per pacikage, whethsr the resuit cf loss, damage, delay, non-defivery, misdelivery, or misinformation, unless
youl daclars 8 highur valus, pay an additional charge, dacument your actual loss and fiia a timaly claim. timitations found In the curent FedEx Barvice
Gulde apply. vumnmmmahmmmwmmdmmbudm incoma interest, profit, attomey's foos,
costs, and other forms of damage whaether direct, incldental, consequential, or special is limited to the greater of $100 or the authertzed declared value,

Racovery cannot wicead actual documented ioss. Madmum for kems of extraardinary value is $500, 0.9. lewairy, precious metals, negetiable
instrumants and others fems listed i our Servics Guide. Wiittan claims must be filed within strict tims timils, see currant FedEx Servics Guide.
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