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PRIVATE PLACEMENT MEMORANDUM 
D!\TED: August 1, 1985 

CDNFlDENI'IAL 
COpy 00. 
NAME OF Oi"FEREE 

LA PAZ PRECIOOS METALS LIMITED PARINERSHIP 
An Arizona Lbnited Partnership 

200 Units of Lbnited Partnership Interest - Maxbnum 
50 Units of Lbnited Partnership Interest - Minbnum 

$5,000.00 Per Unit 
$1,000,000.00 Max~um Offering 
$250,000.00 MinDnuffi Offering 

* * * * * * * * * * * * * * 

----

lliESE SECURITIES ARE OFFERED PURSUANT TO AN EXEMPTION FROM REGISTRATION WIlli TI-IE 
UNITED STATES SEaJRITIES AND EXOiANGE COMMISSION. THE cn1MISSION roES Nor PASS 
UPCN 'IHE MERITS OF ANY SECURITIES NOR OOES IT PASS UPON THE ACaJRACY OR CCMPLETE
NESS OF ANY OFFERING CIRCUlAR OR aTHER SELLING LITERATURE. 

THESE SEaJRITIES ARE OFFERED PURSUANT TO AN EID-1PI'ION FRQv1 RffiISTRATICN WIlli WE 
ARI ZOOA CORPORATlOO OOMMISSICN OR TIlE ARI ZONA DIRECTOR OF SECURITIES, WHO 00 NOT 
PASS ~ THE MERITS OF ANY SECURITIES NOR PASS UPOO THE ACCURACY OR CCMPLETENESS 
OF ANY OFFERING CIRCULAR OR OrHER SELLIN:; LITERATURE • . 

lliESE ARE SPECULATIVE SECURITIES. 

La Paz Precious Metals Lirni ted Partnership (the "Partnership") will be 
organized to raise capital to purchase a certain quantity of head ore bearing 
precious metal elements and to finance recovery operations to be undertaken by 

\' Arizona Chemical Co., an Arizona coqx:>ration controlled by the General Partners. 
The precious metals expected to be recovered fran the head ore consist of gold, 
silver and platinum group elements. The head ore is located on the Mineral Hill 
Mine near Parker, Arizona (the "Property"), which is owned and controlled by Jobe
Investment CO., an Arizona corporation, which is controlled by the General Part
ners. The metals will be recovered fram stockpiles of ores which have been par
tially processed by having been mined, milled and crushed to 3/8 inch minus and 
by having had sate copper values rem::>ved and fran other stockpiles of are which 
have not been chemically treated. The estimated tonnage of stOCkpiled ores avail
able for such processing is in excess of 100,000 tohs. Volumetric estimates are 
based on drilling and other sampling of the stockpiles and upon records of ' prev
ious mining ~r~tions'on the pro~rty. The Gen~ral partnrrs will be Frederick 
E. Kallof and Blllfred Co., an Arlzona corporatlon, (the ' "General Partner" or 
"General Partners".) The General Partners, 00 behalf of the prop::>sed partnership, 

- have entered into an executory agreanent with Jobe Investment Canpany to purchase 
.. said head ore and a non-exclusive license for use of part of Mineral Hill Mine 

property for processing of the head ore. The General Partners, on behalf of the 
pro[X>sed partnership, have also entered into an executory agreement wi th Arizona 
Chemical Co. to provide processing and marketiI'¥J. 

The General Partners are offering on a private placement basis a max~ of 
200 and a minimum of 50 units of limited partnership interest (the "Units") for a 
capital contribution of $5,000.00 ~r unit. Although the anticipated minbnum 
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purchase is 2 Units, the General Partner may, in his discretion, accept subscrip
tions for single units. All cash capital contributions paid by subscribers for 

'f I 

the Units will be held in a ~st account in the United Bank of Arizona until 
termination of the offering or until such time as a minimum of 50 Units are sub
scribed. All noncash capital contributions must be evidenced by a signed and 
enforcable executory contract between the subscriber and the General Partners on ,, ' 
behalf of the limited partnership, which contract will came into force and effect ~ 
uPJn formation of the limited partnership. The, offering will termi~ate not i~t::er . )S 
than June 30, 1986, unless extended for a fer~od not to exceed thlrty-one days . 'I"~~; 
Unless a minimum of 50 Units are subscribed for before the termination' of the I i." 

offering, none will be sold, and all payrrents rece i ved will be refunded with J 

interest and without deduction for any expenses of the Offering or commissions. 
If 50 units are sold and operations begun, the offering of further units may be 
suspended and resumed or ceased entirely, at the sole discretion of the General 
Partners. 

Each Limi ted Partnership Unit ( LPU) which has been sold whose cwner is 
admitted to the Limited Partnership entitles the Limited Partnership to process 
seventy-eight (78) tons of head ore under the terms and conditions set forth in 
the contracts with Jobe Investment Co. and Arizona Chemical Co. The head ore has 
been the subject of extensive sampling, metallurgical testing and refining and is 
eXfected to yield at least enough precious metals to provide three hundred per
cent return for each LPU. However, of course, this return cannot be assured. 
Projections of return, production, recovery levels, etc. begin on page 1. The 
actual reports are included as Exhibit "K" to this Limited Partnership Offering. 
Each offeree, alOl'X] with his investment advisor, should draw his 0Nn cooclusions 
as t~these results, tests and the suitability of this investment. 

Per Unit 
Total (200 units) 
TOtal (50 Units) 

CAPITALIZATICN 

,. 
Contributions·. 

I of !nv~stors 

$ 5,,000·.·00 
$ 1,000,1.00 .. 00 
$ 250,100.00 

Maximtml · 
Fees to 
Selling. ~ent(l) 

. $ 600.00 
$, 120,.000. 00 
$ 30,000 •. 00 . 

Net Proceeds 
to Partnership(2) 

$ 4,400.00 
$ 880,100.00 
$ 220,100.00 

(1) No underwriting fees or canmissions will be paid on Uni ts sold by th.e 
General Partner. However, the General Partner may engage one or more 
registered broker/dealers to ~sist in the Private Placement of the units. 
Any commissions payable to such broker/ dealer would not exceed 12% of the 
capital contributions per Unit sold. All commissions would be paid from the ~. 
proceeds of the private place:nent and are payable only after at least 50 
Units have been sold and the General Partners elect to begin operations and 
form the partnership. (See It Sellin] Arran;Jernents It • ) 

( 2) Before deductirq certain offering and organi.zation expenses payable by the 
Partnership, with an agreed value of $25,100.00, including attorneys' fees 
and other expenses related to the private placement, to be paid after the 
minimum number of subscriptions are. accepted by ·the General Partners and 
after the General Partners determine to· begin . preparatory operations. 
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PRELIMINARY CONDITIONS TO 
REVIEW OF THIS OFFERING 

THIS PRIVATE PLACEMENT MEMORANDUM DOES NOT CONSTITUTE AN OFFER TO ANY PERSON 
' r 'arHER nIAN lliE PERSON WHOSE NAME APPEARS IN THE UPPER RIGHTHAND CORNER HEREOF WHO 

HAS SIGNED A RECEIPT. REPRODUCTION OR DISTRIBUTIOO OF THIS PRIVATE PLACEMENT 
MEMORANOOM IS STRICTLY PROHIBITED. 

THE UNITS DESCRIBED HEREIN ARE SPECULATIVE SECURITIES INVOLVING A HIGH DEGREE OF 
RISK, 'INCLUDING MATERIAL INcmE TAX RISKS, SEVERE RESTRICTIONS 00 TRANSFERABILITY 
OF lEE UNITS, PaI'ENTIAL CONFLICTS OF INTEREST BE'IWEEN 'mE PAR'INERSHIP AND THE 
GENERAL PARlNERS AND CERTAIN ASSOCIATED COMPANIES. SEE II RISK FACTORS". 

'!HIS MEMJRANIXJN OOES NOT (x)NSTI'IUTE AN OFFER OR SOLICITATICN IN ANY STATE OR 
aIHER JURISDICTION IN WHICH SUCH OFFER OR SOLICITATlOO IS NaI' AlJlEORIZED. 

'!HE UNITS WILL BE OFFERED CNLY TO A LIMITED NUMBER OF QUALIFIED PERSONS WHO 
REPRESENT 1HAT THEY ARE PURCHASING FOR INVES'IMENT AND NOr loUR RESALE. BECAUSE 
!HE OFFER AND SALE OF' THE UNITS ARE BELIEVED TO BE EXEMPT FRCl1 REGISTRATION UNDER 
FEDERAL SECURITIES IAHS OR RffiULATIONS, THE UNITS HAVE NOT BEEN REGISTERED WI'm 
THE UNITED STATES SEaJRITIES AND EXCliANGE (O.1MISSICN AND HAVE NOr BEEN APPROVED 
OR DISAPProVED BY SUCH CD1MISSlOO. 

THE UNITS DESCRIBED HEREIN MAY BE SOLD TO A MAXIMUM OF l'HIRI'Y-FlVE (35) ARIZONA 
RESlDENI'S WI'ma.rr RmISTRATICN UNDER THE ARIZOOA SECURITIES ACT, IN RELIANCE UPCN 
'THE EXEMPI'ICN FROM SUCH REGISTRATION PROVIDED BY SAID ACT AND REGULATICNS THERE
UNDER. THE SEaJRITIES MAY BE OFFERED AND SOLD IN ornER STATES PURSUANT TO SIMI
IAR SI'A'IUATORY EXEMPI'IONS IN SUCH STATES. 

nilS MEMORANllJM INCLUDES SUMMARIES OF THE P£;REEMENT OF LIMITED PARTNERSHIP AND 
VARIOOS ornER EXEarrED AND UNEXECUTED IXX1JMENTS, AND OF CERTAIN STA'IUTES, ruLINGS 
AND/OR RffiUIATICNS. SUCH SUMMARIES 00 NO!' PURPORr TO BE cn-1PLETE AND ARE QUALI
FlED IN lliEIR ENTIRETY BY REFERENCE TO THE ORIGINAL IXX1JMENTS. COOPIEI'E ACCESS 
TO ALL PARTNERSHIP IXX1JMENI'S AND RECORDS WILL BE MADE AVAIIABLE 10 ANY PROPOSED 
INVESTOR OR HIS REPRESENTATIVE UPON REX)UEST TO THE GENERAL. PARTNERS. 

, NO CNE HAS BEEN AUTHORIZED TO GIVE ANY INFORMATIOO OR MAKE ANY REPRESENrATICNS IN 
CDNNECTlOO WI'm TIlE MATTERS DISCUSSED HEREIN OI'HER THAN lEOSE CONTAINED IN THIS 
MEMORANOOM, AND IF GIVEN ,' OR MADE, SUCH INFORMATlOO OR REPRESENTATIONS MUST NO!' BE 
RELIED Ul?CN AS HAVING BEEN AUTHORIZED BY '!HE PARTNERSHIP OR '!HE GENERAL PARTNERS. 

'mE OFFERI~ WILL BE qDSED UPOO THE RECEIPT OF SUBSCRIPI'IONS FOR THE 200 UNITS 
OFFERED HEREBY. HOOEVER, THE GENERAL PARI'NERS MAY Cl.DSE OR SUSPEND THIS OFFERING 
PRIOR TO RECEIPT CF SUBSCRIPTIONS FOR 200 UNITS IF AT LEM;T 50 UNITS HAVE BEEN 
SUBSCRIBED AND IF THEY DETERMINE IN !HEIR SOLE DISCRETION, 'mAT THERE ARE SUFFI
CIENT ASSETS TO MEET THE OFFERI~ EXPENSES AND cn1MENCE OPERATIOOS. IF THIS OFF
ERI~ IS SUSPENDED, SALES OF UNITS MAY '!HEREAFTER BE RESUMED. UNTIL THE OFFERING 
IS CEASEDENTIRLY, OR ALL 200 UNITS ARE SOLD, PROFIT DISTRIBUTlOOS, IF ANY, WILL 
BE MADE WIlli EACH UNIT RECEIVING 00E-'lW) HtJNI:REDm OF THE DISTRIElJTlOO. UPON 
CEASATICN OF THE OFFERING OR TERMINATlOO OF THE LIMITED PARTNERSHIP, ALL PROFI'IS 
WILL BE DISI'RIBUTED 10 THE LIMITED PARrNERS IN THE RATIO OF NUMBER OF UNITS rnNED 
TO THE TOI'AL oorSTANDIt-r; NUMBER OF UNITS. HG'VEVER, TO INSURE FULL UTILIZATION OF 
TAX lDSSES INCURRED BY 'THE PARTNERSHIP, LCSSES WILL BE FULLY DISTRIEUTED TO 
ClJTSTANDIN3 UNI.'IS AT '!HE END OF THE TAX YEAR, WI'!HOOT RESERVE FOR PCBSIBLE 
ADDITIOOS OF LIMITED PARTNERS AND UNIT SALES. 
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CASH FUNDS PAID BY SUBSCRIBERS WILL BE DEPOSITED IN TRUST WITH THE UNITED BANK OF I 
ARIZONA. IF OPERATIONS ARE Nor CCMMENCED BEFORE TERMINATION OF THIS OFFERING, 
AIL SUCH FUNDS WILL BE REFUNDED WITH INTEREST COMPUTED AT THE RATE PAID BY 'mE 
BANK. NO COMMISSIOOS WILL BE PAID OR DECUCI'ED FRa-1 THESE ASSETS UNrIL AND UNLESS 
THE GENERAL PARTNERS DECIDE 'mAT SUFFICIENT FUNDS ARE AVAIlABLE TO BEGIN OPERA
TIOOS, AT WHICH POINI' SUBSCRIBERS WHO HAVE BEEN ACCEPTED WILL BE ADDED TO THE 
PARINERSHIP .AND THE INITIAL Llt-lITED PARTNERS WILL LEAVE THE LIMITED PAR'INERSHIP. 
'IRE GENERAL PARTNERS RESERVE THE RIGHT, IN THEIR SOLE DISCRETION, TO ACCEPI' OR ( . 
REJECT AAY SUBSCRIPI'ICNS 10 PURCHASE UNITS AND TO cx:m'ROL THE DATE OF ANY SUCH 
ACCEPTANCE. 

'!HE GENERAL PARTNERS, IN THEIR SOLE DISCRETION, MAY ACCEPT mNTRACTS FOR THE SALE 
OR LEASE OF mUIPMENT, FIXTURES OR OTHER TANGIBLE ASSETS OR EDR SERVICES TO BE 
RENDERED, IN LIEU OF CASH AS ALL OR PARr OF THE CCNSIDERATICN FOR THE PUROlASE OF' 
LIMITED PAR'INER UNITS. SUCH CCNI'FACTS MUST BE IN WRITING AND SIGNED BY THE SUB
SCRIBER ~D SHALL BECCME ENl:URCEABLE BY 'mE LIMITED PARTNERSHIP UPON IT f S FORMA
TICN. IN THEIR ACCEPTANCE OF A NCNCASH SUBSCRIPTION, THE GENERAL PAR'INERS SHALL 
STATE .. '!HE VALUE TO BE ~D TO 'IHESE ASSETS AND SHALL ALLCCATE A SUFFICIENT 
NUMBER OF UNITS TO THE lARGEST ~'iliOLE UNIT IN MULTIPLES OF $ 5 , 000 • 00 • PNY AMCUNT 
OVER AND ABOVE THE VALUE OF '!HE UNITS MAY BE PAID BACK BY THE LIMITED PAR'INERSHIP 
AS A LIMITED PARINERSHIP OPERATING EXPENSE OR THE SUBSCRIBER MAY MAKE UP '!HE DIFF-
ERENCE IN CASH, OR IN SUO! OTHER MANNER AS THE GENERAL PAR'INERS DETERMINE. '!HE 
CCNI'RACT AND SUBSCRIPTICN BETWEEN SUCH SUBSCRIBERS AND THE GENERAL PAR'INERS SHALL I 

VALUE THE NCNCASH CDNTRIBtJrICNS AT THE FAIR MARKET VALUE THEREOF. NCNCASH SUB
SCRIPTICNS MAY BE SOID ErmER BY THE GENEFAL PARTNERS, OR BY ANY ornER SELLING 
AGENT. IF OPERATIONS ARE Nor CCf.1MENCED AND 'lEE LIMITED PARlNERSaIP IS tuI' FORMED, 
'IHESE EXECU'IORY mITRAcrs WILL BE RESCINDED. 

ProsPECTIVE INVESI'ORS SHoom Nor RELY CN THE CCNTENTS OF THIS MEMORANIXJM OR ANY 
CCM1UNlCATICN, WHEniER WRITrEN OR ORAL, FROM THE PARI'NERSHIP OR ITS GENERAL PART~ 
NERS, EMPLOYEES OR AGENTS, AS LEGAL TAX, ACCOUNI'ING OR OI'HER EXPERT ADVICE.. EACH 
INVESTOR SHCUID CONSULT HIS . am CCUNSEL, ACCOONTANTS, MID OTHER PROE'ESSIONAL ADVI
SORS AS 10 LEGAL, TAX, ACCOONTING AND RELATED MATTERS CCNCERNING HIS INVES'IMENT. 

THIS INVESTMENT INVOLVES A HIGH DEGREE OF RISK (SEE nRISK FAcroRS") AND, COOSE
CUENTLY, A PURCHASE OF UNITS SHoum BE CONSIDERED CNLY BY PERSONS WHO CAN AFFORD 
A TOTAL LOSS OF '!HEIR INVESTMENT. 

AN INVESTMENT IN- '!HE PARI'NERSHIP IS AVAIIABLE CNLY TO PURCHASERS WHOSE NET 1M)RrH 
IS ElJUAL TO AT LEAST 'lW) HUNDRED THOUSAND ($200, 000) COLLARS (EXCLUSIVE OF Ha1E, 
HOME FURNISHINGS, AIJTCM)BILES AND ANY INVES'IMENT IN THE PARI'NERSHIP) AND EXPECTS 
10 HAVE TAXABLE INca-1E IN 1985, SC11E PORI'ION OF WHICH WILL BE SUBJECT 10 FEDERAL 
IOCCME TAX AT A FATE OF FIITY (50%) PERCENI' OR HIGHER (DETERMINED WITHOUT REGARD 
10 HIS INVESTMENT IN mE PARI'NERSHIP). SEE "INVESTOR SUITABILI'IY RmUIREMENI'S" 
FOR CERTAIN REPRESENTATICNS AND WARRANTIES mICH A PURCHASER WILL BE RECUlRED TO 
MAKE WITH RESPECT TO HIS SUITABILI'IY AS AN INVESTOR. 

nilS MEroRANrXJM HAS BEEN PREPARED SOLELY FOR INrDRMATI~ PURPOSES FF(M SCURCES : 
DEEMED RELIABLE, AND ONLY- A LIMITED NUMBER OF PROSPECTIVE PURCHASERS WILL RECEIVE 
'!HIS MEMORANCUM. IT MAY NC1I' BE EXHIBITED OR DELIVERED, 1'0 ANY PERSOO OIHER 'mAN 
YOOR PROFESSICNAL ADVISORS, NOR REPROruCED IN N:-1Y FASHICN, IN WHOLE OR IN PART, 
WI'IHCU! THE PRIOR WRITrEN COOSENT OF THE GENERAL PARTNERS. 

00 REPRESENTATICNS, WARRANI'IES OR ASSURANCES OF ANY KIND ARE MADE OR SHOULD BE 
INFERRED WIlli RESPECT TO 'mE ECONCMIC RETURN AND/OR THE TAX ADVANTAGES WHICH MAY 
ACCRUE 'IO A LIMITED PARINER~ 
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'IHERE CAN BE NO ASSURANCE THAT '!HE ANTICIPATED INmlli TAX TREA'IMENT OF AN INVEST
MENT IN THE PARTNERSHIP MAY NOT BE MODIFIED OR ELIMINATED BY LEGISLATIVE, JUDI~ 
CIAL OR AI1-1INISTRATIVE AcrICN AT ANY TIME OR THAT THE INTERNAL REVENUE SERVICE, 
IF IT CHALLENGES ANY DEIXJCTIOOS ANTICIPATED TO BE ClAIMED BY THE PAR'INERSHIP AND 
ITS PARI'NERS, WILL OOT BE SUCCESSFUL IN DI8..Z\LLC:WINS PARI' OR ALL OF SUCH DEIXJC
TIooS. 

THIS INVESTMENT IS MJRE SUITABLE FDR THOSE PERSONS DESIRING PROFIT RATHER THAN 
"TAX SHELTER" OR "TAX SAVING". HavEVER, 'IBE LIMITED PAR'INERSHIP WILL REGISTER 
WITH THE IRS AS A "TAX SHELTER" UNDER '!HE TAX REFURM Acr OF 1984. THE LIMITED 
PARTNERSHIP WILL BE ASSIGNED A REGISTRATION NUMBER WHICH MUST BE INCLUDED ON ANY 
INVESTOR I S INDIVIIXJAL TAX RE'IURNS WHEN REPORTINS PROFIT OR LOSS FROO THE LIMITED 
PAR'INERSHIP. 

111IS PRIVATE PLACEMENT IS BEI~ MADE TO A LIMITED NUMBER OF INVESTORS. THE UNITS 
OFFERED HEREBY ARE NOT BEIN:; RffiISTERED WITH 'IBE SEaJRITIES AND EXCHANGE C01MIS
SIoo AND ARE BEIN:; OFFERED AND SOLD IN RELIANCE UPON THE EXEMPrICN FROv1 REGISTRA
Tloo CCNIAINED IN SECI'ICN 4{ 2) OF THE SECURITIES Acr OF 1933, AS AMENDED (liTHE 
peril) AND RlLES PRCMULGATED 'mEREUNDER AND SIMILAR EXEMPI'IOO PROVISIONS CONTAINED 
IN THE SECURITIES LAWS OF THE STATES IN WHICH THIS PRIVATE PLACEMENT IS BEING 
MADE. PURCliASERS OF UNITS WIll BE RmUlRED TO REPRESENT TO THE PAR'INERSHIP TIiAT 
THE UNITS ARE BEING ACQUIRED FOR INVESTMENT CNLY. THE UNITs PURQiASED HEREUNDER 
CANNa!' BE SOLD UNLESS THEY ARE SUBSEQUENTLY REGISTERED UNDER 'mE ACI OR AN EXEMP
TIOO FR01 SUCH REX;ISTRATlOO IS AVAIlABLE. 

IN ADDITIOO, THE PARTNERSHIP PJ3REEMENT SPECIFICALLY RESTRICI'S THE TRANSFER OF 
UNITS AND OF INTERESTS IN 1HE PROFITS AND CASH FLCW OF THE PAR'INERSHIP. WHEN AND 
IF nus OFFERIOO IS CCl-1PU,"'TED, THERE WILL BE NO PUBLIC MARKET FOR THE UNITS OFF
ERED HEREBY. CONSrotJENI'LY, INVESTORS WIll COOI'INUE TO BEAR THE ECOOCl1IC RISK 
OF THEIR INVESTI1ENT FOR AN INDEFINITE PERIOD. 

EACH INVESIDR IS HEREBY GIVEN AN OPF<.>RIUNITY TO ASK CUESTICNS OF, AND RECEIVE 
ANSWERS FRCM, THE GENERAL PARINER OR ornER PERSONS AcrIN:; ON HIS BEHALF CDNCERN
IN:; THE TERMS AND OONDITICNS OF THIS OFFERING AND TO OBTAIN ANY ADDITICNAL INFOR
MATIOO NECESSARY TO VERIFY THE ACaJRACY OF mE INFORMATION CONTAINED IN THIS 
PRIVATE PLACEMENT MEMORANIXJM TO THE ExrENT THE GENERAL PARmER POSSESSES SUCH 
INFORMATICN OR CAN ACOOIRE IT WIlliOOT UNREASOOABLE EFFORT OR EXPENSE. ANY PROS
PEX:TIVE INVESTOR HAVING PNY QUESTIOOS WHATSOEVER REGARDING THE PARINERSHIP OR 
!:ESIRIN:; NflY ADDITICNAL INFORMATION CR IXXlJMENTS TO VERIFY OR SUPPLEMENT THE 
INFORMATICN CONTAINED IN '!HIS PRIVATE PLACEMENT MEMORANIXJM, SHOOLD WRITE TO THE 
GENERAL PARmER AT POST OFFICE BOX 7765, PHOENIX, ARIZONA 85011 OR CALL !HE 
PARTNERSHIP AT 602-285-0923. 

MIT PERSCN WHO PURCHASES THE SEaJRITIES OFFERED HEREBY SHALL HAVE 'IRE L.JN:)UALIFIED 
AND UNWAIVABLE RIGHT 'ID RESCIND SUCH PUROiASE WITHIN 1HREE BUSINESS DAYS OF HIS 
EXECUTIOO OF A WRI'ITEN ~REEMENT TO PURCHASE ANY SECURITIES OFFERED HEREBY, THE 
IELIVERY OF A CONFIRMATIOO OF SALE, OR THE PAYMENT FOR ANY SEaJRITIES OFFERED 
HEREBY OR mE EXEOJTIOO OF AN EXEaJTORY CCNI'RAcr FOR NCNCASH CCNrRIBUTIONS , 
WHICHEVER-SHALL OCOJR FIRST. 

RESCISSIOO MAY BE ACCC1-1PLISHED BY CCl-1PLETING AND DELIVERING THE FOFM PROVIDED IN 
nus MEr-DRANIXJM AS EXHIBIT "Gil. 
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PROJEcrIONS 

, r 

Based upon the foregoin;J assays and metallurg ical reports, the General 
Partners expect each ton of head ore to contain precious metal values of about 
$500.00 per ton. Additional testing and prelilninary operations are in process. 
The values will vary fran ton to ton, and, as explained in the bcd.y of the ~ 

prospectus, there is no assurance or representations that these values do in fact I' 

exist or may be recovered in saleable form fran the ore. Similarly, the General r-
Partners expect certain tax treatment of expenditures, but there is no assurance 
that the IRS or the Courts will uphold the treatment. Every potential investor I 
must form his own opinion, with his investment advisor, if necessary, regarding ~ 

the viabililty and validity of the conclusions stated herein. r ' 

PROcucrION ASSUMPTICNS AND EXPECI'ATIONS 

Production Level 

Precious Metals Values 

Recovery Rate 

Partnership Tonnage 

Process Royalties 

Operatin;J Costs 

Refinirg Costs 

Circa 100 tons of head ore per day after 90 to 180 days 
of preliminary operations, plant assembly, process 
development, etc. approximately 300 operating days per 
year should be had. 

$500.00 per ton of head ore is anticipated fran gold 
and silver values. If platinum group elements are 
recovered as indicated in sane of the reports included 
in Exhibit "K" hereto, this value may be multiplied 
several times. 

Eighty percent (80%) of total head ore precious rretal 
content. 

78 tons for each lilni ted partnership unit sold, or a 
maxirm.nn of 15,600 tons. 

If a previously developed recovery process is used in 
production a process royalty of up to two percent (2%) 
of the gross value per ton may be required. This will 
be an operating cost when production operations are 
begun and an expense before production during prelDnin
ary operations. 

Fran the revenues generated by prcduction operations, 
approximately thirty percent (30%) of the recoverable 
head ore values will be expended in operatil"X] costs. 
This does not include uses of the capital contributio~, 
Operating costs include, but are not limited to: (a) 
operators fee due Arizona Chemical Co., (b) utilities, 
(c) chemcials and supplies, (d) research and process 
development, (e) process royalties, (f) maintenance and 
repair, (g) additional equipment, (h) professional 
services and (i) operating reserves. These expendi· 
tures are to be made in the sole discretion and control ' 
of the operator, Ari zona Chemcial Co. 

Fran the revenues generated by production operations, 
approxirna tely twenty percent (20%) will be expended in 
refining costs, including, but not limi ted to: (a) 
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Limited Partnership 
Ot:erating Costs 

transportation from the mine to the refiner, (b) 
insurance, (c) refining charges. 

Fram the revenues generated by produqtion allocable 
to the limited partnership, approximately tVtD percent 
(2%) will be Limited Partnership operating costs, 
including, but not limited to (a) accounting fees, 
(b) legal fees, (c) office supplies and equipment, 
and (d) general partners fees • 

Formula for · Net Revenues Gross value Per Ton Head Ore S 500.00 
10.00 

100.0.0 
Allocable to Lirni ted MINUS Process Royalty (2%) 
Partners MINUS Recovery loss (20%) 

Formula for Return to 
Limited Partnership 
Unit 

Payback Period 

Return on Investment 

EQUALS Recoverable value Per Ton 

MINUS ~rating Costs (30%) 
MINUS Refining Costs (20%) 
MINUS General Partner's 

S 117.00 
78.00 

Share (1%) 3.90 

EQUALS Expected Net Revenues Per 
10n Per LDnited Partnership Unit 

~t Revenues Per Ton Per Lirni ted 
Partnership Unit 

Tbnnage Per Limited Partnership Unit 

Return to a Limited Partnership Unit 
(Before Taxes, Lind ted Partnership 
Expenses and General Partner's Fees) 

Perc~ntage Total Return 

S 390.00 

198.90 

S 191.90 

$ 191.90 

78 

$14,968.20 

299.364% 

If the production level of 100 tons per day is reached 
(50% of which is allocable to the Limi ted Partnership, 
50% to Jobe InvestIrent Co.) and the expected values 
shown above are recovered, the Lirni ted Partners hi p' s 
investment at full capitalization ($1,000,000.00) 
will be paid back in approximately 104.25 operating 
days, and the Limited Partnership's entire tonnage of 
head ore will be processed in approximately 312 operat
iOJ days. 

The Lirni ted Partnership's return on investment cannot 
be detennined due to uncertainties in the production 
scheduling and the actual precious metals values that 
will be recovered. As explained above, this Offering 
Memorandum was structured and designed to give a return 
of approximately three times investment in about a 
year, plus tax deductions. If production is acceler
ated or the precious metal values are greater than 
$500.00 per ton, a higher return will be achieved and 
vice-versa. 
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E2<PECI'ED DEroCI'IONS 

Based upon the expected uses of the Limited Partnership's capital contribu
tions, as shown in the "Sources and Uses" section of the Offering Memorancil..nn, 
page 6, and the expected uses of proouction revenues noted above, the General 
Partners expect substantial deductions to accrue to the Llinited Partnership. The 
expected tax treatment for these various uses are described generally in the 
"Risk r'actors" and "Partnership Business" sections of the Offering Memorandum. 
Because it is unknown how much of the expenses must be capitalized, and what the 
ore valuation and metal content are . (and therefore the appropriate depletion 
deductions), the expected deductions cannot be quantified. Moreover, the Limi ted 
Partnership h.;Ireement gives the General Partners discretion to pick accountin,;J 
methods, tax treatments, etc., which have not been made and cannot rationally be 
made at this time. Consistent with their obligations, duties and 'discretion, and 
the law, the General Partners will try to accelerate the taking of all deductionsc 
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SUITABILITY ST~ 

A · PURrnASE OF UNITS INVOLVES A HIGH RISK AND IS NaI' A SUITABLE INVES1MENT 
FOR ALL INVESTORS. SEE "RISK FACIDRS". 

Each person to whan one or rrore Units will be sold must meet certain "suita
bility" requirements set forth below, and must represent in writing, among other 

~ things, that, in connection with evaluating the merits and risks of an investment 
in the Partnership, either he himself has knowledge and experience in financiaJ 
and business matters generally, and in tax-oriented invest::ments in particular, 
that he is capable of evaluating the merits and risks of an investment in the 
Partnership, or he is represented by an offeree representative, qualified under 
the conditions set forth below. 

An offeree representative must represent in writing that he (i) has know
ledge of and experience in financial and business matters generally, and in tax
oriented investments in particular, (ii) is capable of evaluating the merits and 
risks of an investment in the Partnership and (iii) is familiar with the finan
cial and tax position and plans of the offeree. 

There is no established market for the Units. Because there will be only a 
limited number of investors and significant restrictions on the transferability 
of Units, it is extremely unlikely that a market for the Units will develop. The 
Units have not been registered under the Securities Act of 1933, as amended, and 
therefore cannot be sold unless either they are subsequently registered under' 
that Act or, in the opinion of counsel to the Partnership, an exemption fran such 
registration is available. Accordingly, a purchaser of units must bear the eoo
nanic risk of an investnent in the Units for an indefinite period of tine. 

Investment in the units is suitable only for persons who have adequate means 
of providing for their current needs and personal contingencies and have no need 
for liquidity in such an investment, and who are capable of bearing risk of loss 
of all or part of their investment. 

Units will be sold only to persons representing in writing that, among other 
things, (i) they have a net YJOrth (exclusive of hare, hone furnishings, autcm:::>
biles and the arrount to be invested by them in the Partnership) in excess of 
S200,000 and (ii) they expect to have, during the current tax year, taxable 
incane (exclusive of the effect of any investment in the Partnership) a portion 
of which will be subject to federal income taxation at a rate of 50% or greater. 

This investment is lOC)re sui table for those persons desiring profit rather 
than "tax shelter" or "tax savings", although the Lind ted Partnership will 
register with the IRS as a "tax shelter" under the Tax Reform Act of 1984. 

ISSUANCE OF A REG I STRATI 00 NUMBER roES NOr INDICATE THAT THIS INVES1MENT OR 
THE ClAIMED TAX BENEFITS SAVE BEEN REVIEWED, EXAMINED, OR APPROVED BY THE INTERN
AL REVENUE SERVICE. 
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SOORCES AND USES OF P AR'lNERSHIP CAPITAL 

SaJRCES 

. The following table illustrates the . anticipated sources of Partnership capital in cash or in kind: 

Capital Contributions 

Limited Partners 
General Partner 
1btal 

200 Units 

$1,000,000 
S 100 
$1,000,100 

50 units 

~250, 000 
$ 100 
$250,100 

Limited Partners. The Limi ted Partners may subscribe for a minimun of $250,000 and a maxinll . .nn of $1,000,000 in capital contributions. All Limited Partners' capital contributions will be paid as an executory contract offered ·at the t~ a subscription is submitted for acceptance. 

General Partners. The General Partners will contribute to the Partnership a cash capital contribution of $100. The General Partner's cash contribution will be paid upon formation. Other than ultimate liability for the obligations of the Partnership, the General Partner will not be required to make any additional capital contribution. 

USES 

As more fully described below, the following table illustrates the anticipated initial uses of Partnership capital upon the determination of the General Partners to foon the limited partnership stated at maxirntml and minimum capital levels. All i terns shown in Part I below are either fixed in absolute dollar arrounts (offering and organizational expenses to date of formation, first year general partner fees and limited partnership expense reserve) or in percentages (carmissions and initial payment to Jobe Investment Co.) •. 

All items shown in Part II below are estimates only and may not be actually sJ;ent in the amounts, or order shown. These i terns may be in cash or in kind. All i terns in Part II will be paid or transferred to the order and use of Jobe Investroont Co. and/or Arizona Chanical Co. ur:on formation of the limited partnership, ratification of the contracts with Jobe Investment Co. and Arizona Chemical Co. and the decision of the General Partners to begin operations~ 

Because it is in sole control of the property and recovery operations, Arizona Chemical Co. will have canplete control and authority over the use or nonuse of these i tans. The limited partnership will retain control over these items only in that Arizona Chanical Co. will account for all expenditures. 

Regardless of the capital level at which the limited partnership is formed and cperations ccrrmenced, Part I items will be paid first to their full dollar or - J;ercentage am6unts, and any balance will be allocated to Part II and paid or transferred in total to the operator, Arizona Chemical Co. Afterwards, if additional units are subscribed for and accepted, such units' capital contributio~ will be used first to make the percentage payments set forth in Part I, then, in the General Partners' sole discretion, to bring the limited partnership expense reserve account up to a total of no nore than $10,000, and the balance will be ': allocated to Part II and paid in total to the operator, Arizona Chanical Co. If the consideration for these additional units is · not cash, the percentage items 
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shown in Part I below may be paid fran the limited partnership expense reserve or otherwise as the General Partners may determine. 

The items set forth below pertain only to uses of contributed capital. The General Partners and/or the operator, Arizona Chemical Canpany may make other uses and reserves fran funds generated by operations in additon or substitution for the items stated below. 

Use 

PART I. FIXED AND ORGANIZATICNAL 
EXPENSES 

~ 

Offering & ~anizational 
Expenses (to Date of 
Fonnation) 

Lbnited Partnership 
Expense Reserve 

First Year General 
Partners Fee ( Payable 
en Foonation) 

Ganmissions (12%) 

Initial Payment to Jobe 
Investment Co. (10% of 
each unit capital 
oontribution) 

PARI' II. ANTICIPATED OPERATI~ 
EXPENSES 

Equiptent & EnJineering 

Research & Process 
reve10pnent & Technology 
License Royalties 

WJrkinJ capital 

r·'laximum 
Subscriptions 

Sold (%) 

$ 25,100 (2.5%) 

10,000 (1.0%) 

25,000 ( 2 .5% ) 

120,000 (12%) 

200,000 (20%) 

370,000 (37%) 

145,000 (14.5%) 

105,000 (10.5%) 

Sl,OOO,lOO (100%) 

Minimum 
Subscriptions 

Sold (%) 

$ 2 5 , 100 ( 10% ) 

10,000 (4%) 

25 , 000 ( 10% ) 

30, 000 ( 12% ) 

50,000 (20%) 

50, 000 ( 20% ) 

50 , 00 ° ( 20% ) 

10,000 (4%) 

$250,100 (100%) 

Offering and Organizational Expenses. Attorneys I fees, accountant fees, printinJ costs, and the expenses of qualification of the sale of the Units uroer certain state laws I includirt:] taxes and filing fees, will be paid fran partnership capital to reimburse the General Partners for these items. The amount of $25,100 is hereby determined between the limited partnership and the General Partners as an accord and satisfaction of these items, as the amounts involved may cha.rxJe fran the date this offering memorandum is written to the date the partnership is formed. David R. Mika, attorney at law, has rendered legal services and prepared this offering neroraooum. He is employed by the Law Office of Frederick E. Kallof, P .A. '!he sum of $15,000 will be paid for attorney fees 
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up::>n formation of the partnership and carmencement of preparatory operations. 
Any partnership operational expenses which occur after formation will be operat
ing expenses to the partnership, to be deducted from partnership income and paid 
before any disburserrents are made to limited or general partners. The general 
partners may establish and maintain reasonable reserves for these expenses not to 
exceed $10,000.00. 

General Partners ~e. The General Partners will receive jointly an annual 
fee payable on formation and on the anniversary of formation as compensation for 
administering the operations of the Partnership. This fee will be $25,000 for 
the first year of operations. The amoUnt of such fee thereafter will be $50,000 
per annum. In addition, the General Partners will receive one percent (1%) of the 
Lbnited Partnership's profits, cash flow, property distributions, income, loss, 
deductions and/or tax credits. Upon certain events of termination, the General 
Partners will be entitled to keep the Limited Partnership's remaining assets as 
additional fees. (See Exhibit "C", the "Limited Partnership Agreement ll and liThe 
General Partners - Canpensation".) 

Payments to Jobe Investment Go. Under its executory contract with the 
Ibnited partnership, Jobe Investment Co. will make available various nonmoneta.ry 
resources towards the success of the metals recovery operations contemplated by 
this offering. Jobe Invesbnent Co. owns the ore stockpiles part of which will be 
sold to the Limited Partnership. Jobe Investment Co. owns or controls the land 
on which operations will take place. Jobe Investment Co. will allow non-exclu
sive use under license of whatever physical facilities are already in place that 
may be beneficial to the operations, such as roads, water lines, utility improve
ments, water rights, leaching tanks and ponds, and so forth. These improvements 
would cost nore than $1, 000, 000 to replace 0 Furtherrrore, the stockpiled ore to 
be processed has been mined, milled and crushed to 3/8 inch minus, which would 
cost approximately $20 per ton to 00 today. The stockpiled ores have been 
drilled to determine the tonnage in place. Preliminary v.ork to date has been on 
random sampling of these stockpiles. 

In consideratiOn for the sale of it's ore reserves, Jobe Investment Co. will 
be paid an initial cash payment of twenty percent (20%) of all capital contrio~
tions to the limited partnership. The initial payrrent will be made when the 
partnership is formed and the contract with Jobe is ratified. Thereafter, when
ever any additional unit 1 s subscription is accepted, Jobe will be paid twenty 
percent ( 20%) of that unit's capital contribution and the Limited Partnership 
will gain the right to process an additional seventy-eight (78) tons of ore for 
each such unit. 

. -/ 

Jobe has done extensive preliminary work to ascertain the quality of the 
ore, includi~ pilot plant operations leading to sane small scale test produc
tion. Independent assays and laboratory analysis of the head ore and concentr
ates are included as Exhibit "K". Although these test results vary, it is the 
opinion of the General Partners and Jobe Investment Co. that the head ore should 
contain at least Five Hundred Dollars ($500.00) per ton gross value. Projections 
based on these operations and test results begin at page 1, supra. 

V 

Estimated valuations and projections stated in this Memorandum and Exhibi~ 
are not proven facts. The only representations hereby made are that the 'MJrk 
described herein was done and the test results contained in Exhibit "K" were 

I 
actually reported. No one can guarantee that the assays were correctly perfonned, : 
accurately reported or that the expected production can or will be obtainedo It :. 
is important to note that simply because test results show certain elements and 
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metals are present in read ore does not mean that they can be econaniCallY } 
extr, acted and refined to saleable metalic form. '!he partnership anticipates that 
considerable amounts of it's revenues will be spent on research and development 
of extraction process technology and pilot operations by the operator, Arizona 
O1emical Co. Sane of the processes and ore treatments are known and sane are 
novel and yet to be perfected or put into practice in the field. SUms spent on 
research and developnent are expected to constitute direct deductions to the 
Limited Partnership in the year they are made under IRS COOe §§ 174, 616 or 

.. 617. 
~ ) 

Jobe has also teen conductin;J pilot operations on the Property. Actual 2 
ton/day runs have been made which have produced a concentrate which is currently 
being analyzed by independent laboratories. (See Exhibits "J" and "K") Jobe 
Investment Co. will contribute to the mineral recovery operations all existir¥] 
trade secrets, flow-charts, technical reports, formulas, processes and the like j 

which will probably need further developnent, and will allow use of it I S ore in 
process development. The lbnited partnership's ore will not be processed during 
preliminary operations. Jobe Investment Co. will be paid or reimbursed the 
reasonable value of all physical property, such as equipnent, fixtures, chemicals 
and supplies that the operator, Arizona Chemcial Co., chooses to use. 

Jobe Investment Co. will be under no obligation, but will have the right to 
have processed, along with the processing of the Linli ted Partnership's ore, an 
equal tonnage of it I s own ore in each day I s operations, once actual recovery 
operations for proouction are CO'CIrenced. In essence, Jobe Investrrent Co. will be 
enti tied to one-half of every day I s gross tonnage processed, and the corresr:x:md~ 
ing one half of any profit, but shall not be responsible for costs of operation, 
other than out of proouction, or any -losses, which shall be borne by the lirni ted 
partnership. The other one-half of every day's gross tonnage will be the ore 
allocated to the Lirni ted Partnership. Identification of the Limi ted Partner-

, ship's ore, therefore, will not take place until production is had. Arizona 
Chemical Co. may be the operator itself or subcontract part or all of the v.ork. 

Copies of the contract with Jobe Investrrent Co. are available for inspection 
by qualified investors at the office of the General Partners. 

Operator - Arizona Chemical Co. Under an executory contract with the 
Lind ted Partnership, Arizona Chemical Co. will continue for the Lind ted Partner
ship the process development and pilot plant operations it is currently engaged 
in for Jobe Investment Co. The executory contract will becane enforceable upon / / 
ratification of it by the Limited Partnership. A certain proportion of the 
contract fee to Arizona Chemical Co. will be allocated to research and develop
ment of the metals recovery process in a pilot operation. Royalties for licenses 
of existin;J extraction technolo;w process (es) used may be made by the operator, 
Arizona Chemical Conpany, as a prcduction expense. Althotgh the general partners 
believe that all paynents to Arizona Chemical Co. until actual production is 
begun with the Limited Partnership's are will constitute research and development 
deductions passiNJ through in the year incured to the limited Partnership under 
IRS Code S§ 174, 616 or 617, there is no guarantee that the IRS or the Courts 
will agree. See, "Risk Factors" and "Partnership Business". 

When the operator, in his sole judgment and discretion, deems it feasible to 
begin production, processing of the Limited Partnership's and Jobe Investment / ' 
Co.' s are will begin. Arizona Chemical Co. may do any or all of the \tX)rk, or nay 
subcontract all or any part thereof. Arizona Chemical Co. shall have complete 
central over the details of process develor::roont, research, pilot and actual 
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operations, marketing and all other acts incident thereto. 

Arizona Chemical Co. will receive the amounts listed in Part II of the Use~ 
of Capital Table previously set forth, and is required to deposit this money into 
a segregated account and to account to the L:i.mi ted Partnership for all eX""'~ndi

tures to contracts for delivery of gccds or services received by tre Limited 
Partnership fran unit sales will be assigned to Arizona O1emical Co. Arizona 
Chemical Co. may also set aside part or all of prcduction revenues into this 
segregated account for use as reserves towards prcduction expenses. Arizona 
Chemical Co. may purchase assets fran Jobe Investrrent Co. at their reasonable 
value. Arizona Chemical. Co., itself, will not be entitled to any part of the 
Limited Partnership's capital contributions as a fee, but may use them to pay , t 

it's expenses relating ' to the minerals recovery operations, such as 'salary, I " 
consultants fees, utilities, supplies, etc. Arizona Chemical Co. may take title 
to any property or equipment purchased with the Limited Partnership's monies in 
it's cwn name or otherwise, or may so lease equipnent. For it's opera tor I s fee # 

Arizona Chemical Co. will be entitled to twenty percent (20%) of the gross value 
of all recovered precious metals, if, as and when recovered, as an operating 
expense to be deducted as an operating expense before allocation of profit for 
Jobe Investment Co.' s and the Limited Partnership's respective interests ih the 
tonnage of ore processed. (See Exhibit "K"). . -

Commissions. The Units may be offered on a best efforts basis by a Ibnited 
number of registered and participating brokers/dealers (the "Selling h;Jent") • 
The Partnership may pay carmissions up to twelve percent (12%) of the capital 
contributions of the units. Notwithstanding the foregoing, the Partnership may 
pay less than twelve (12%) percent carrnissions in those states which restrict 
oammissions to a lower percent. Sales are not final until accepted by the General 
Partners. Camnissions will be paid only if the limited partnership begins 
operations~ 

Capital for Full Scale Production 

In the event the General Partners determine that Arizona Chemical Co. IS 

decision to expand the level of its production operations is economically feas
ible, and that additional capital is needed, the General Partners may elect, in 
their sole discretion, to resune or continue to offer additional unsold 100 ted 
partnership units for sale to additional offerees to raise any needed capital, 
even after June 30, 1986. The General Partners may also seek to borrow such 
capital or seek to modify it's agreements with Jobe Investment Co. and/or Arizona 
Chemical Co. 

Sharing of Costs and Revenues Between Limited and C~neral Partners. 

The Partnership h;Jreement provides that after payment of partnership's oper
ational expenses, all items of cash flow, property distributions, income, loss, 
deduction and/or tax credit to the partnership will be allocated 99% to the Limit .. 
ed Partners and 1% to the General Partners jointly. Any recapture of investnent · 
tax credit or previously taken depreciation deductions resulting from a capital , 
transaction, such as a sale or other disposition, will also be allocated 99% to ! 
the Limited Partners and 1% to the General Partners jointly. 

Distribution Procedures 

When the General Partners decide a distribution should be made, they shall 
declare a particular date and time as the record date. No special notice of this ': 
announcement or the record date need be given to a limited partner; it is suffi- , 
cient if he is notified of these events after the fact, when distribution is made 
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to him or any other limi ted partner. My transferee of a 100 ted partnership 
unit is at risk that a distribution may be made to his transferor under these 
provisions before notice of the transfer is given to the limited partnership and 
the transferee is accepted and becares a substituted limited partner. Said 
transferee has no recourse against the L~ited Partnership. 

The L~ited Partner's share will be distributed to such Lnnited Partners as 
are shown on the llinited partnership records on the record date and time as have 
been officially admitted to the limited partnership by amendment to the Ibnited 
partnership certificate. 

Each Limited Partnership unit (LPU) which has been validly issued whose 
owner has been admitted to the Limited Partnership creates the right of the 
Limi ted Partnership to process seventy-eight (78) tons of head ore under the 
Lirni ted Partnership's purchase agreement and license wi th Jobe Invest.rrent Co., 
provided all terms and conditions of that contract have been fulfilled. The net 
proceeds of production fram any tonnage attributable to the L±mited Partnership 
shall be held by the General Partners in a partnership account or accounts 
pending distribution or other use of the funds. ~en the General Partners have 
declared a distribution is to be made, each LPU will receive one-two hundredths 
(1/200) of the arrount of such distribution. Any amounts not distributed in a 
given distribution because of the fact that all 200 LPUs may not have then been 
issued to an admitted Limited Partner shall be kept in the partnership account(s). 
When the entire tonnage of head ore which the Limited Partnership is entitled to 
process under it's purchase agreement and license with Jobe Investnent Co. has 
been processed, and the net profits therefrom have been received by the Lnnited 
Partnership, the General Partners may terminate the Limited Partnership and 
distributions to the Limited Partners may be made in" the ratio of the LPUs held 
by each ~ited Partner to the total number of LPUs validly issued and outstand
ing owned by admitted Limited Partners. Similarly, if, at any time prior to 
dissolution, the General Partners determine to cease the offering for sale of 
additional LPUs, and record an amendment to the articles providirg that the 
offering is completed tenminated and a given number of L±mited Partnership units 
are outstanding, then any further distributions to the L±mited Partners shall be 
made in the ratio of the LPUs held by each Limited Patner to the total number of 
!'pUs validly issued and outstandil'XJ, as shown in the cmendment. 

The General Partners shall have sole discretion as to amounts and timing of 
distributions. The General Partners have the discretion to retain in the partner
ship any funds or other assets that might be available for distribution as they 
determine may be in the best interests of the partnership. Distributions to 
General Partners and Limited Partners ( as a group) may be made at different 
times. 
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THE GENERAL PARmERS 

Biography 

The activities of the partnership will be managed and controlled by its 
General Partners, Frederick E. Kallof, and Billfred Co., an Arizona corporation, 
an affiliate of Frederick E. Kallof. 

, 1 
\ 

I 
j 
! 

-! 

Frederick E. Kallof is 58 years of age and has resided in Arizona for 40 
years. He graduated fran the University of Arizona at Tucson with a Bachelor of I' 
Arts L'egree. He graduated fran Baylor University School of Law, Waco, Texas, and { 
received a Juris Ibctor degree. Mr. Kallof has been an active, practicing lawyer ' i , 

in Arizona for 30 years. Along with his law practice, he has ,been involved in 
diverse business activities including real estate and mineral property. He has 
engaged in exploration and mining activities for over 20 years. 

Billfred Co., an Arizona corporation, will be a general partner giving con
tinuity to the Partnership in the event of the death, disability or resignation 
of an individual General Partner. 

Conpensation 

'!he General Partners will receive the following payrrents, allocatioos and 
other compensation from the Partnership, to be divided between them as they agree 
between themselves. 

1. Interest in the Partnership. In exchange for their $100.00 contribu-
tion to capital and liability of a General Partner, the General Partners will 
receive one percent (1%) of all revenues, cash flow, property distributions, 
incane, loss, deductions and/or tax credits to the partnership. The General 
Partners I interest in the Partnership and rate of return is disproportionately 
higher than the interests to be received by the L:imited Partners for their 
capital contributions. 

2. General Partner Fee. For services rendered in connection with adminis
tering the cperations of the Partnership, the General Partners jointly will 
receive a fee of $25,000.00 per annum for the first year payable on the date the 
limi ted partnership is formed ~ Thereafter, the fee shall be $50,000 per year 
payable on the anniversary of formation. These fees shall be an operational 
expense to the partnership. UJ;X)n certain events of 'tennination, the General 
Partners may becane entitled to keep any L:imi ted Partnership equi ty in Linli ted 
Partnership assets as additional canpensation and fees. See Exhibit "C", the 
"Limited Partnership AGreement". 

3. Expense Feimbursemens. The General Partners shall ' be reimbursed in the 
arrount of $25,100 for certain' expenses, including legal fees due David R. Mika, 
Attorney at Law, accounting, printing and other miscellaneous expenses incurred 
in organizing the Partnership 0 After the partnership is formed all other opera
tional expenses of the partnership shall be paid by the partnership directly or 
re imbursed to the General Partners. 

Conflicts of Interest 

Various transactions engaged in or to te engaged in between the Partnership 
and the General Partners or canpanies with which they are associated involve 
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potential conflicts of interest. While the nature of these conflicts vary, the 
risk exists . that they could be resolved in a manner Irore favorable to the Genera} 
Partners or these associates than to the Lnnited Partners. However, as discuss
ed below, the General Partners have a fiduciary duty to ' conduct the affairs of 
the Partnership in the best interests of the Partnership and the Lbnited - Partners 
and to act with integrity and in good faith in all matters relating to the busi
ness of the Partnership, including the resolution of such conflicts. Depending 
on what a court construes the relationship between Jobe Investment Co. and/or 
Arizona Chemical Co. and the partnership to be, Jobe Investment Co. and/or 
Arizona Chemical Co. mayor may not owe the partnership similar duties. 

Transactions between the Partnership and affiliates of the General Partners 
may not necessarily be considered as having been negotiated at "arm's lenJth". 
Although the General Partners believe that all such transactions are fair to the 
Partnership and that the Partnership will pay no more than the fair value of the 
services to be perfonned, it is arguable that the fees and other canpensation 
be il'¥J paid to the General Partners and the prices be ing charged by certain asso
ciated entities for various services rendered to the Partnership may be in excess 
of the amounts which "-Ould be charged by an independent party. No bids or 
quotes for such services have been obtained fran independent parties, and the 
Partnership .Agreement does not require the General Partners to obtain bids, 
quotes or appraisals fram independent parties with respect to any future services 
performed for or supplies or other property sold to the Partnership. 

If the General Partners act as sales agent for the sale of limited partner
ship units, they may not be able to present the same perspective as an indepen
dent broker. 

Investors should be aware that the individual General Partner, directly or 
through trusts, etc., is currently a major shareholder of Jobe Investment Co. and 
Arizona Chemical Co. and also employs the attorney who will be paid legal fees 
for organizational expenses. Substantial amoun~s will be paid by the Partnership 
to Jobe Investment Co. and ' Arizona Chemical Canpany for value received. (See 
"Salrces and Uses of Partnership capital ll

.) Notwithstanding this ownership inter
est, there is no assurance that the Lnnited Partnership will be able to renegoti
ate, revise or amend it's agreement with Jobe Investment Co. or Arizona Olemical 
Co. 

The General Partners are involved and will continue to be involved in other 
business activities for their own account and for the account of others and will 
divide their time betv.een the Partnership and other operations. !be General 
Partners will allocate his time and resources to the Partnership and such other 
operations on such basis as they deem reasonable and consistent with his fiduci
ary obligations. Jobe Investment Co. and/or Arizona Chemical Co. may be involved 
in other business and mineral operations on or off the mine property for their 
own account. 

Fiduciary Responsibilities of the General Partners 

Lbnited Partners will be relying on the general fiduciary duty which applies 
General Partner in any transactions entered into by the Partnership. Such 
fiduciary duty requires that the General Partner conduct the affairs of the 
Partnership in the best interests of the Partnership and exercise good faith and 
integrity in resolving any conflicts of interest. 

The Partnership Agreement provides that the General Partners are not liable, 
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responsible or accountable in damages or otherwise to the Partnership or any of 
the Lbnited Partners for, and will be indemnified by the Partnership against, anl 
loss resulting fran acts or anissions performed or anitted by them within the 
scope of the au thor i ty granted to him by the Partnership Agreement, unless such 
act or anission constitutes fraud, wanton or wilful misconduct or gross negli
gence. As a result of such provisions, the Limited Partners may have a more 
restricted right of action against the General Partners than would otherwise be 
the case absent these provisions. 

An investment decision should be based on the facts described in this 
Memorandum rather than upon reliance on the value of the possible right to bring 
an action against the General Partners, Arizona Chemical Co. or Jobe Investment 
Co. 
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RIS1< FACIORS 

lID investment in _ the Units offered by this Private Placement Memorandtml 
involves significant risk and is suitable only for those investors whose portfol
ios can absorb a high risk, illiquid investment. Prospective investors should 
consider all matters relative to this investment, and, especially, the following: 

Partnership Status 

The General Partners have not requested and do not intend to request a rul
ing fran the Internal Revenue Service (" IRS") that the Partnership will be class
ified as a partnership for federal income tax purposes rather than as an associa
tion taxable as a cotp)ration. Under current IRS procedures, it is doubtful 
whether a ruling would be issued by the IRS if requested. The General Partners 
and the Partnership have not received an opinion of counsel and do not express an 
opinion as to whether the Partnership will be classified as a partnership for 
federal incame tax purposes and will not be classified as an association taxable 
as a corporation. 

Lbnited Transferability 

The Units cannot be transferred except upon compliance with applicable fed
eral and state securities laws and the applicable , provisions of the Partnership 
Agreenent. Because the Units will be offered and sold in reliance on the "pri
vate placement" exemption fran registration contained in Section 4( 2) of the 
Securities Act of 1933 (the "Act"), rules pranulgated thereunder and certain ' 
state private placement exemptions, the securities offered hereby will be deemed 
to be "restricted securities", characterized by a lack of ready transferability. 
A purchaser of Units should, therefore, expect to bear the economic risk of his 
investment for an indefinite period of t~e or until tennination of the Limited 
Partnership. 

To ensure the availability of the private placement exemption, the Partner
ship Agreement, the subscription agreement and other docunents attached hereto as 
exhibits contain representations that an investor is acquiring the Units for his 
own investment account, and not with a view to the resale or distribution of all 
or any part thereof. In addition to certain other rigid requirements which must 
be satisfied prior to a ' legal transfer of a Unit, the Partnership Agreement pro
vides that a unit cannot be transferred unless, in the opinion of counsel to the 
partnership, in his absolute discretion, the transfer will not violate any feder
al or state securities laws and will not cause a termination of the Partnership 
for federal incane tax purposes. All costs incurred by the partnership shall te 
paid by the Limited Partner transferring his interest. The Partnership will not 
be under any ooligation to register the units or to ccmply with any exemption 
f~ registration under the Act for subsequent transfer. The registration number 
of the limited partnership as a "tax shelter" must be provided to any transferee, 
and the transferor must keep a record of the transferee's name, address and tax 
ID number until the same is reported to the limited partnership. 

Accordingly, a Unit should not be purchased by any ' person who does rot 
intend to hold the Unit indefihi tely or until tennination of the partnership. 
This offerin'J may also be made pursuant to exemptions fran registration in 
various states. Therefore, any further transfer of the Units will also have to 
satisfy state securities law requirements. 
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Registration as a Tax Shelter 

The T?X Reform Act of 1984, in IRS Cede § 6111, et seq., requires certain 
limited partnerships to register as "tax shelters" if it can be reasonably 
inferred from the offering memorandum representations that potentially available 
deductions plus twice the potentially available tax credi ts to any investor 
durin:] the fit"st five years of the partnerships I existence may exceed by two to 
one (2 to 1) that investors contributions to capital. The general partners !, . 

relieve this section applies to the limited partnership t:ecause it is possibl(' 
that percentage depletion deductions may conceivably rise to this level. There-
fore, the limited partnership must register with the IRS and be assigned a regis~' 
tration m .. rrnber. Each investor must report this nt..nnber on his individual tax 
return when incane or deductions fran the limited partnership is reported .. 
FUrther, each limited partner must give any purchaser, transferee or assignee of 
a limited partnership unit the registration number, and the transferor must also 
keep a record of the transferee I s name, address and tax payer ID number, until 
that infonnation is reported to the limited partnership. Showing a tax shelter 
registration number on your individual tax return may increase the possibilty of 
an audit. 

ISSUl\NCE OF A REGISTRATICN NUMBER roES NOr INDICATE 'mAT THIS INVES"IMENT OR '!HE 
CIAIHED TAX BENEFITS HAVE BEEN REVIEWED, EXAMINED, OR APPROVED BY THE INTERNAL 
REVENUE SERVICE. 

~ Guarantee as to Future Incane Tax Benefits or Return of Capital 

No warranty or guarantees are or can be made as to the future operation of 
the Partnership or the availability of future incane or return of capital to the 
Limi ted Partners. Limi ted Partners should l:e prepared not to rece i ve , either 
fram cash flow, property distributions, investment appreciation, income tax ben
efits, or any combination thereof, a return of their capital contribution in the 
near future, and it is I?Ossible that their entire investment may be without pay
back. Further, if the tax reform and simplification legislation being diSCUSsed 
in Congress and by President Reagan is passed, many of the tax benefits contem
plated by this prospectus may be lost. 

Arbitrary Determination of Offering Price 

The offeriI'X] price I.Jer unit has been arbitrarily determined by the General 
Partners based pr~rily upon the capital required to pay: (i) the cost of pr~ 
cessing the stockpiled ores believed to bear precious metals, ( ii) payments to 
Jobe for its various assets, depletion of its ores and use of its land and otOOr 
facili ties, ( ii i) fees and expenses incurred by the Partnership in connectiOl 
with the fonnation of the Partnership and this private placement and (iv) non-p 
duction partnership expenses. The offering price for the Units, therefore, can
not necessarily be regarded as an accurate indication of their value. 

General Risks of Mineral Business 

An investment in the Partnership will be subj ect to all the risks incident 
to the ownership and operation of mineral properties as v.ell as changes in gener .. 
al economic conditions, operating expenses, recovery rates, metals prices, gave 
mental rules and fiscal policies, acts of God and other factors which are beyoOO 
the control of the Partnership, including, without limitation, the specific riSks 
described herein. 
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High Risk Nature of Mineral Production. 

THE BUSINESS OF MINING, REFINING AND SELLING MINERAL ORES OR PROruCI'S INmLVES SUBSTANI'IAL RISKS. ALTHOUGH THE GENERAL PAR'INERS HAVE CBTAINED INFORMATIOO WIUCE THEY BELIEVE 10 BE RELIABLE RESPECTING THE STOCKPILED MINERAL ORES TO BE MINED AND PROCESSED, THERE IS NO ASSURANCE '!HAT SUCH INFORMATICN WILL PROVE TO BE CORRECT OR THAT IN THOSE INSTANCES VMERE MINERAL RESERVES HAVE BEEN ESTIMATED, SUCH RESERVES WILL BE PRESENT IN THE ESTIMATED CUANTITIES OR VALUES. FUR'IHERMORE, IF THE OPERATICNAL COSTS INCREASE BEYOOD TIiOSE PROJEcrED, THE OPERA'IOR OR THE LIMITED PARTNERSHIP MAY Roo.UIRE ADDITIONAL OPERATING FUNDS IN EXCESS OF THE AMOONT OF THE LIMITED PARmERS' CAPITAL cnITRIBUTIOOS. WERE CAN BE NO ASSURANCE THAT '!HE PARINERSHIP mtJLD BE WILLING OR ABLE TO OBTAIN SUCH ADDITIONAL FUNIS, OR THAT ARIZONA CHEMICAL CO. mum MODIFY THEIR CDNTRACTS WITH THE LIMITED PAR'INERSHIP, PARTIClJLARLY SINCE FINANCI~ OF MINERAL OPERATIOOS IS DIFFICULT 'IO OBTAIN. 

Economic Feasibility 

'!he projections and canputations contained herein are based. upon reasonably current market prices which indicate that the head ore has a value of $500 per ton of precious metal content and upon analyzes and tests described herein. The market prices of rrUneral products, especially metals, have been historically unstable and are influenced by factors over which the partnership and the General Partners have no control. Fbr example, the price of gold and other precious metals has fluctuated within extraordinarily wide ranges throughout history and particularly during the recent past. It is also important to note that actual (as opposed to projected) mineral content and recovery rate cannot be determined until after the material is rrUned and processed and it will vary fran ton to ton. (See "Partnership Business" and "Sources and Uses of Capital".) Ho..vever, if market prices rise, the Limited Partnership's return will be correspondingly higher and vice versa. 

Timely Commencement and Completion of Operations 

Failure by the Partnership to fully recover it's capital contributions and allocated profits on or before December 31, 1989, is a risk borne by the partnership under it's contract with Jobe Invest:.Irent Co., as that contract terminates absolutely on that date, regardless of whether or not all of the partnership I s ore has been processed. All unprocessed ore on that date not as yet identified to the Limited Partnership by it I S use · in prcduction operations reverts back to Jobe Investment Co. (See" Partnership Business - General" and "Scurces and Uses of Capital".) 

Operational Hazards 

Mineral activities involve substantial ~rational hazards, ItOst of which will be borne by the operator, Arizona Chemical Co. HONever, the Partnership may incur losses due to hazards against which" it may not be insured or losses which exceed the limits of any applicable coverage as a tx'ssible joint venture with Jobe Invest:nent Co. and/or Arizona Chemical Co., or on sane other basis. The satisfaction of such liabili ties o:>uld reduce or eliminate the partnership's ability to meet its expenses and other cbligations and thereby cause the curtailment or teDnination of mining operations by the Partnership or reduce or el~inate the ability of the Partnership to make distributions to the Lllnited Partners. 

Lack of Experience 

The Partnership is a newly formed entity with no experience in the mining 
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or sale of gold or other minerals. The individual General Partner has had signi
ficant exploration and minirq and" refining experience, ho~ver he has had no 
extensive experience s~cifically in the precious rretal business except for 
operating a precious metal scrap refinery. Further, the success of the Partner
ship is heavily dependent ut;On the ability of Arizona Chemical Co. and it IS 

contractors. 

Taxes on Production 

All taxes which may be imposed by government au thor i ties directly on the 
production will be considered operating expenses. There is no assurance that the 
tax p:Jlicies or other administrative requirements of the government authorities 
will not change from time to time with adverse economic effects on the Partner
ship. 

Lack of Control by the Limited Partners 

A Limi ted Partner may not be held personally liable by a third party as a 
General Partner unless he takes part in the management or control of the business 
of the Partnership. Accordingly, the Partnership Agreanent provides that the 
General Partners shall have sale control over the management and operation of the 
business of the Partnership. Consequently, Limi ted Partners will not have the 
right to participate in the management of the Partnership and will be completely 
reliant on the General Partners for management services. Limited Partners hold
inJ 75% or rrcre interest in the limited partnership may ranove the General Part
ner for cause, . which · may cause the termination of the partnership or the need 
to elect a new Genera1 ' Partner. A JUDICIAL DETERMINATICN '!HAT A LIMITED PARmER 
IS PARTICIPATING IN "THE MANAGEMENT OR CON'IROL OF THE PARINERSHIP COUID SUBJEcr 
SUCH LIMITED PAR'INER 'ID PERSONAL LIABILITY AS A GENERAL PARmER. 

Liability of Limited Partners for Return of Distributions of capital 
and Profits 

Under Arizona Partnership la\l/, a Limited Partner who has received distribu
tions fran the Partnership representirt;J, in whole or in part, a return of any 
capital contribution, whether optional or mandatory, will t:e liable to the 
Partnership (or to its creditors) for any sum, not in excess of the amount of 
such return of capital plus interest', necessary to discharge the liabilities of 
the Partnership to creditors who extended credit or whose claims arose before 
such return of capital. A Limited Partner must also hold in trust for the ben~ 
fit of the Partnership (and its creditors) for a statutory period any rrcney 
or other property distributed to him by the Partnership, if, at the time of and 
after such distribution, the assets of the Partnership did rot exceed its lia
bili ties, other than liabilities to the Linli ted Partners on acc,Ount of their 
capital contributions and liabilities to a General Partner. NotwithstandiNJ the 
foregoiNJ, ~f the Partnership amends its Certificate of Limited Partnership to 
reflect the reductions in capital on account of distributions, no repayment of 
distributions will be required to satisfy claims arising after the amendment. 

General Partner's Gampensation 

The compensation of the General Partners has been detenmined arbitrarily ~ 
the General Partners and not in an ann' s-length transaction, al thoUJh the General 
Partners believe that such canpensation is reasonable and equivalent to or less 
than the amount the Partnership would have to pay for sbnilar services render~ 
by an unrelated party. 
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General ·Tax Risks 

The IRS has announced a substantially increased audi t prOJram for linli ted 
partnerships, especially tax shelter partnerships. The Lnnited Partnership will 
be registered as a "tax shelter" with the IRS under the Tax Reform Act of 1984. 
As a consequence, and even though their partnership is not structured as a IItax 
shelter ll

, IRS audits of the partnership's tax returns are possible, and if such 
audits occur, tax adjustments may be made. Adjustments resulting fran such 
audi ts could require Limited Partners to file amendments to the ir prior incane 
tax returns and could result in audits of Llinited Partners' returns. 

Deductibility of Payments to the General Partners 

No assurance can be given as to the deductibility for federal income t.a)( 

purposes of any fees payable to the General Partners. If it ~s ultimately 
detennined that the ' payment was made to the General Partners in a capacity as a 
Partner · or as a syndication fee, the Partnership may be unable to sustain the 
deduction. 

Taxable Income in Excess of Cash Proceeds 

It is possible that after sane time of Partnership operations, a Limited 
Partner's share of the Partnership's incane will exceed his cash distributions. 
This will arise when proceeds from operations or capitalization are used to repay 
rorrowings. In such event, the cash distributions may not be sufficient to pay 
the federal and state income tax attributable to a Lllnited partner's share of the 
Partnership's income. 

Deductibility of Contract Payments 

The IRS may contest the deductibility, or the year of the deduction, of all 
ora p::>rtion of the paynents made to Jobe Investment Co. and/or Arizona O1anical 
Co. for reasons which include, but are not limited to, the contentions that (i) 
the Partnership is eo;1aged in a joint venture with the Jobe Investment Co. and/or 
Arizona Chemical Co., (ii) the deduction of thesepaynents materially distorts 
the incane of the Partnership or (iii) these payrrents constitutes a leaseoold 
bonus or other capital rosts. The IRS may also contest the deductibility, or the 
year of deductibility, of certain other items anticipated to be deducted by the 
Partnership such as research and development deductions. 

Deductibility of Certain Items 

It is anticipated' that the Partnership will deduct in the year incurred 
certain of the cash paynents set . forth in " Scurces and Uses of Partnership 
Capital". There can be ro assurance that the IRS will not successfully challeIY:Je 
the deductibility of sane or all of .these items, thereby reSUlting in serious 
adverse tax consequences to the Limited Partners. 

Profit ~tive 

There is a risk that an investor's tax deductions may be subject to disallow
ance as be in;] connected wi th an acti vi ty not engaged in for prof it or wi th a 
transaction which has as its principal purpose the reduction of taxes. The 
:potential for capital recovery and cash flow are principal objectives of the 
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Partnership; howevever, no assurance can be given that the taxirg authori ties will not determine that these objectives are insufficiently substantiated so as to cause disallowance of deductions by the Partners. 

state and Local Taxation 

Each prospective investor should consult with his personal tax advisor with respect to the state and local tax consequences connected with an investment in the Partnership. 

Complex Tax Matters 

Tax matters relating to the Partnership are canplex. There are other tax related matters which may affect the Partnership. not listed herein. 

EACH PROSPECI'IVE LIMITED PARmER SHCULD CONSULT HIS om TAX ADVISOR WITH RESPEcr 'ID THE FEDERAL, STATE AND I..OCAL TAX CONSmUENCES OF AN INVES'IMENr IN THE PARrNERSHIP. 
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. PARINERSHIP BUSINESS 

La Paz Precious Metals Limi ted Partnership (the "Partnership" ) will be 
organized to raise capital to purchase a certain quantity of head ore and to 
finance recovery operations to be undertaken by Arizona Chemical Co., an Arizona 
corporation controlled by the General Partners. The precious metals exPected to 
be recovered fran the head ore consist of gold, silver and platinun group ele
ments. The head ore is located on the Mineral Hill Mine near Parker, Arizona 
(the "Property"), which is ONned and controlled by Jobe Investment Co., an 
Arizona corporation, which is controlled by the General Partners. The values 
will be recovered from stockpiles of ores which have been partially processed py 
having been mined, milled and crushed to 3/8 inch minus and by having had sane 
copper values removed "and stOCkpiles of ore which have not been chemically 
treated. The estimated tonnage of stockpiled ores available for such processing 
is in excess of 100, 000 tons. Volumetric estimates are based on drilling and 
other samplirYJ of the stockpiles and upon records of previous mining operations 
on the property. The General Partners will be Frederick E. Kallof and Billfred 
Co., an Arizona corporation, (the "General Partner" or "General partners".) The 
General Partners, on behalf of the proI;X)sed partnership, have entered into an 
executory agreement with Jobe Investment Company to purchase said head ore and a 
non-exclusive license for use of facility and surface of Mineral Hill Mine for 
processin;} of the head ore. The General Partners, on behalf of the proposed 
partnership, have also entered into an executory agreement with Arizona Chemical 
Co. to provide processing and marketing. The capital of the partnership will be 
raised by the private placement of 200 1Jnits or less of Limited Partnership 
Interest. The proceeds of the partnership will be used as more fully described 
under "SaJrces and Uses of Partnership Capital". 

The precious metals recovery activities will be segregated into preparatory 
and production phases. The preparatory phase of the operations will begin upon 
the acceptance by the General Partners of subscriptions for at least 50 units and 
the detennination by the General Partners to proceed, at which time the partner
ship will fonnally care into existence and initial payrrents and transfers will be 
made under the executory agreements with Arizona Chanical Co. and Jobe Investrrent 
Co. Preparatory operations will continue for a period of time until it is deter
mined that it is economically and technically feasible to enter into production. 
Same small scale production is anticipated during the preparatory phase, when the 
details of ore treatment and processing will be worked out and physical plant and 
equiprent assembled. Processing of the Limited Partnership ore will begin with 
the production phase. 

Arizona Chemical Co. and its consultants and contractors will make all 
actual mining, production and technical decisions, including setting the level of 
production. If Arizona Chemical Co. advises that additional capital is needed to 
begin production, it shall so advise the General Partners. Arizona Chemical Co~ 
has 00 porNer, duty, authority or obligation to raise such additional capital. The 
General Partners, in their sole discretion, shall determine if it is economically 
feasible to begin production, and if further sales of unsold or additional units 
are feasible or desirable to raise the additional capital. In the event the 
General Partners determine not to sell further units to raise additional capital 
to expand operations, the General Partners may instruct Arizona Chemical Co. to 
continue small scale production to build up captial reserves to expand production, 
seek other capi tal sources, the cost of which will be an c:peratin;;} expense, 
or discontinue operations entirely if profitable cperations cannot be had. In 
any event, the contracts with Arizona Chemical Canpany and Jobe Investment Co. 
will end December 31, 1989, or sooner if the Lbnited partnership's head ore has 
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teen processed. 

In return for an investor's contribution to the partnership, the investor 
will share in the incane fran the Property to te detennined and paid in the 
manner set forth in the Lirni ted Partnership AJ;Jreerrent. Because production is 
sooght as soon as r::ossible, each profit distribution, while there is still a 
possibility of additional Limited Partners being admitted, will be made as if all 
200 units were outstanding. Amounts apportioned to unsold units will be distri
buted prora ta at dissolution. Tax deductions generated by the partnership's T
activities are anticipated. To insure full use of all deductions, tax losses 
will be fully distributed to the unit holders validily admitted to the Limited 
Partnership at the close of the tax year, without any reserve for fX)ssible 
additional unit sales thereafter. (See "Risk Factors" and "Scurces and Uses of 
Capital") . 

DESCRIPTICN OF ~1INERAL PROPERTY 

The stockpiled ore is on claims which are "unpatented" claims administered 
by the Bureau of Land Management of the United States goverrrrnent and owned or 
controlled by Jobe Investment Co. Jote also owns in fee a substantial amount of 
patented acreage upon which processing cperations may occur. Other mining 
operations by Jobe Invest:rrent Co. " or by other persons under contract or leases 
fran Jobe, may occur on the property where the stockpiled ore is located, or on 
the balance of Jobe' s property, but these operations should not unreasonably 
interfere with the precious metals recovery operations contemplated herein. Jobe 
Investment Co. has constructed and has been operating a pilot plant capable of 
processin;J approximately 5 tons of ore per ten hour day. The precipitates are 
being evaluated and processin;] techniques are being tested. The preliminary v.ork 
done indicates the precious elerrents such as gold, silver and platinum group 
elements are present. Process technology and techniques to convert these cherrd
cally bound values must be further developed. See Exhibit "J", which is a 
surnnary report by Alvin C. Johnson, Ph. D., exploration geochemist, statin;] his 
observations, 'test results and prelDninary processing recommendations from work 
undertaken on behalf of Jobe· Investment Co. If an existing recovery process is 
used, payment of a process royalty of approximately two percent (2%) of the gross 
ore value may be required, which may be paid to Dr. Johnson if an independently 
developed process is utilized, or as consideration for his \t.Ork on behalf of the 
Limited Partnership to develop a new recovery process. There is no assurance 
that such techniques will be developed or operated in an econanically feasible 
manner. 

The Stockpile Ore ('!he Property) 

The Property consists of in excess of 100,000 tons of stockpiled ore. This 
ore has been mined, milled and crushed to 3/8 inch minus, and has been partially 
processed by having sane of the copper values ranoved as a result of previous 
copper recovery operations on the property before recovery of precious metals was 
at tempted. Several assays of head ore and concentra'tes have teen done by indepen~ 
dent lal:x:>ratories. Direct emission spectcgraphic examination of the ore in the 
laboratory has shown that gold, silver and platinum group metals, i.e., platinun, 
palladium~ iridium, rhodium, rutheniun and osmiUm, in chemical canpounds or 
elemental fODn exist in these ores. See Exhibit "K" • .. 

Gold and Platinum Values 

Significant amounts of laboratory 'MJrk has been done to develop a process 
flow sheet. Several sample runs of 100 I;X)unds or more of the ore have been made 
and the concentrates derived therefran analyzed. These analyses indicate that 
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the precious metal content of the ores should be recoverable at a rate of approxi
mately 80%, once processing and operational details have been \+wOrked out. Thi~: 
prel~inary work indicates that a ton of head ore is expected to contain approxi
mately $500/ton or rrore values (assumin;} current Iretal market values, and the 
recovery goals.) More laroratory and processi~ v.ork is needed because sane 
assays are very good, same are "poor. Therefore, prelbninary process development 
work will continue before actual ~roduction can begin. 

Mineral Hill Mine 

Mineral Hill Mine was operated by previous owners as a copper mine fram 1967 
to 1972. Thereafter it was shutdown because of losses fran operations due to 
uncertain copper prices. Precious rretal recovery was not attempted because 
controls on Ownership of gold by the United States Goverrment were not rem::>ved 
until 1973-74. C~per production reached 200 to 300 thousand pounds per month 
with open pit mining of approxbnately 2,000 tons per day. 

An aerial photograph (circa 1970) of the mine is attached hereto as Exhibit 
It lit, showi~ sane of the bnprovernents and stockpiles, such as roads, leach vats 
holding 1,000 tons, pipe lines, water supplies, etc. 

Depletion Deductions 

Each Lllnited Partner may be entitled prorata to operating expense deductions 
as well as a depletion allowance. Gold and Silver rrdning and processi~ opera
tions are permitted under the IRS Code to take a 15% depletion allowance of value 
depletion and platinum group elerrents 22% percenta;Je depletion allowance or a 
oost depletion for tax purposes. 

Depletion is the exhaustion of a nonrenewable resource as a result of its 
extraction. It differs fram depreciation which goes on continuously regardless 
of use. The Internal Revenue Service allows a depletion allowance to be taken "by 
one of two methcds: (1) a cost or unit depletion, and (2) a statutory percentage 
depletion. The taxpayer must use the method that provides hbn the largest deduc
tion on his tax return. The tax law allows a deduction in computing taxable 
incane for both depletion and depreciation of equipnent and improvements. 

The cost depletion for each year is computed by dividing the amount of money 
expended to acquire the mineral property by the nt.nnber of mineral uni ts in the 
mineral deI;X)si t at the end of the taxable year. This gives you the cost deple
tion ~r unit of reserve. Then multiply the depletion unit by the ntmlber of 
units of mineral sold or processed during the taxable year. c:nly by production 
can you take advantage of the depletion allowance. Any rents or royalties paid 
or incurred by the taxpayer (licensee) must be excluded. 

In contrast to cost depletion, the percentage depletion allowance must not 
exceed 50 percent of the taxpayer's taxable income fram the property, calculated 
without allowance for depletion. Platinum and platinum group elements are enti
tled to 22% statutory percentage depletion and gold and silver to 15% statutory 
percentage depletion. . 

A statutory percentage of gross income may be deducted fran the gross income 
(subject to the 50% limitation on taxable incare) as a depletion allCMance. 
"Gross incane fram mining" (26 CFR 1.613-3 [b]) is that anount of incane which is 
attributable to the processes of extraction of the ores or minerals fran the 
ground and the application of mining processes, includi~ mining transportation 
rot over 50 miles fran the point of extraction to the treatment plant. Section 
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613 (c) of the Internal Revenue Code specifies the t~s of treatment processes 
that may be considered mining. This section takes into consideration the fact. 
that the various mineral commodities must be treated in certain ways in order to 
be put in a commercially marketable condition. 

Cevelopment expenditures are defined as "all expenditures paid or incurred 
during the taxable year for the development of a mine or other natural deposit if 
paid or incurred after the existence of ores or minerals in commercially market
able quanti ties have been disclosed" (IRe 616). Ceveloprrent expenditures may be 
either deducted in the year incurred or, deferred and anortized so that the de-
ductions are taken as the ore is produced. Each year the General Partners will 
select the rrost appropriate option. Ceveloprrent expenditures, may not be recap
tured when the mine carnes into production. 
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arHER PROVISICNS OF THE PARINERSHIP AGREEMENT 

Set forth below is certain additional information relating to the Partner
ship and the Partnership Agreerrent not previously stmnarized elsewhere herein. 
The surrmary of the tenns of the Agreement is not canplete and is qualified in 
its entirety by reference to the full text of the Partnership Agreement. A 
prospecti ve investor should read the canplete Partnership Agreerrent, a copy of 
which is attached hereto as Exhibit "C". 

Rights and Powers of Lbnited Partners 

Under the Partnership Agreement, the General Partners are vested with broad 
~wers of control, and the Limited Partners are given no direct voice in the 
management or control of the Partnership. 

The Limited Partners do have certain rights, including the right to inspect 
the Partnership's l:xx>ks and records and to receive certain reI;X)rts as to the 
Partnership's cperations. Limited partners unit holders will receive a copy of 
the actual lbnited partnership agreement as it is filed with the Arizona Secre
tary of State and of any amendments thereto, but will not receive copies of any 
admission amendments as filed. 

By affinnative written vote of all lbnited partner units then outstanding 
and all general partners, the Lnni ted Partnership may app::>int one or rcore succes
sor or additional general partners. By affinnative vote of seventy-five (75%) 
percent in interest of the Limited Partner units then rutstanding, the Limited 
Partners may renove a General Partner for gross negligence with respect to the 
property or business of the Partnership or in the event of his adjudication of 
bankruptcy, adjudication of incanpetency, or conviction of a felony. Such 
removal may result in tennination of the partnership or the need to elect a 
General Partner. 

If at any time there is no general partner in office, the holders of all the 
limited partnership interests then outstanding may, within ninety (90) days 
following the occurrence of the event resulting in there being no general partner 
in office, vote to refoDm the Partnership and elect one or more successor general 
partners to continue the business of the Partnership. 

Termination 

The Partnership will continue in existence until December 31, 1990, unless 
sooner tenminated by: 

(1) The expiration of the tenn of this Certificate; , 
(2) The determination of the General Partners to dissolve the Partnership; 

(3) The apI;X)intment of a permanent or temporary receiver of the assets and 
properties of the Partnership and the failure of the General Partner to seek the 
removal thereof within sixty (60) days after written notice is given to the 
General Partner fran the Linli ted Partners or any of them requesting such renoval; 

(4) '!he adjudication of the Partnership as a bankrupt, the making by the 
Partnership of an assigrment for the benefit of creditors, or the use by the 
Partnership, whether voluntarily or involuntarily, of any debtor relief proceed
ings under any present or future law of any state or of the United States; 
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(5) The levying upon or attachment by process of all assets and properties 
of the Partnership and the failure of the General Partner to seek to dissolve or 
satisfy such levy or attachment within thirty (30) days after written notice is _ 
given to the General Partner fran the Limited. Partners or any of them requesting 
the satisfaction or dissolution thereof; 

(6) The death, resignation, retirement, dissolution, removal, bankruptcy, 
adjudication of insolvency or adjudication of inccmpetency of a sole General 
Partner then in office, subject to the right of the limited partners to vote to 
reform the Partnership and elect a successor General Partner to continue thE' 
businss of the Partnership in the manner provided in the Linli ted Partnership 
~reement ; or 

(7) W1en the entire tonnage of head ore which the Limited. Partnership is 
entitled. to process under it I s purchase a:]reanent and license with Jobe Invest
ment Co. has been processed and the net profits there fran have been received by 
the Limited Partnership and distributed to the Partners under the terms of this 
agreement, then the partnership shall be dissolved, as the limited partners have 
received the entirety of their expectations. If dissolution is had for this 
reason, all partnership assets shall pass to the General Partners as additional 
fees and all partnership contracts wi th third parties shall be tenninated as 
soon as is reasonably I;X)ssible without prejudice to the rights of third parties 
or creditors in the discretion of the General Partners. 

(8) In no event shall the death of any Limited Partner result in dissolu
tion of the Partnership. In the event of the death of any Limi ted Partner, the 
p:rsonal representative of the deceased , Limited Partner shall succeed to the 
Interest of the deceased Limited Partner in the Partnership subject to the rights 
of any assignee of the deceased Limited. Partner in and to such Interest, an::] 
subject to the limitations on transfer contained in the Limited Partnership 
Pqreernent. 

(9) In the event of dissolution of the Partnership, this Certificate shall 
te cancelled and notice to such effect shall be placed on record as required ty 
law. 

(10) Subject to any applicable limitations of law, uI;X)n dissolution of the 
Partnership, the assets of the Partnership shall be distributed as follows: 

(a) All of the debts and liabilities of. the Partnership to third 
parties, including indebtedness to Partners for loans to the Partnership, shall 
first be paid and discharged; and 

. ~ 

(b) The balance of the assets of the Partnership shall 00 distributed 
~ to the Partners as provided in the Limited Partnership Agreement. 

( 11) Up:>n dissolution, each Limited Partner shall look solely to the assets 
of the Partnership for the return of his investment, and if the partnership prqr , 
erty remaining for distribution to the limited partners is insufficient to retu~ : 
in full the capital contributions of each Limited Partner, such Limited Partner 1 

shall not have recourse a;}ainst the General Partner or any other Limited Partner, 
1he winding up of the affairs of the Partnership and the distribution of its , 
assets shall te conducted exclusively by the General Partners. 
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L~ited Liability 

Section 14.02 of the L~ited Partnership Agreement provides that the liabil
ity of each L~ited Partner for his share of the Partnership shall be limited to 
the total of the capital contributions of such L~i ted Partner, which shall have 
been paid or payable to the Partnership, plus the proportionate share of such 
Limi ted. Partner in the incane of the Partnership which is undistributed at the 
time such losses are detennined or debts are incurred. In the event that the 
proportionate share of a Llinited Partner in the losses or debts of the Partner
ship is greater than such total, plus his pro rata share of debts of the Partner
ship for which no Partner has any personal liability, the excess shall be carried 
forward and charged against the proportionate share of such Limi ted Partner in 
future net profits of the Partnership. 

~itations on Transferability of Partnership Interest 

~ited Partners may assign and transfer all or any part of their interest 
in the Partnership, but ( I ) the assignee or transferee shall not be deaned a 
substituted Limited Partners or entitled to exercise or receive any of the 
rights, powers or benefits of a Llinited Partner other than the right to receive 
distributions attributable to the transferred interest, unless such assignee or 
transferee has been approved and accepted by the General Partners as a substitu
ted Limited Partner, (2) if the interest so transferred is less than the entire 
interest of the transferor, neither the interest transferred oor the interest 
retained may te less than one Unit, however, this limitation will te inapplicable 
to transfers by cperation of law and (3) if in the opinion of counsel for the 
partnership, in his absolute discretion, previously obtained in writing, at the 
expense of the Llinited Partner unit holder requesting such an opinion, the trans
fer will not violate any federal or state securities laws and will not effect a 
tennination of the Partnership for federal incanetax purposes. The limited 
partnership registration number must be given to any transferee and the tansferor 
must record and keep the transferee I s name, address and tax ID number until he 
informs the Ibnited partnership of that infonmation. 

Any Limited Partner's legal representative, successor in interest or assign
ee who has, with the consent of the General Partners or by operation of law, 
succeeded. to the interests of a Llinited Partner shall have all of the rights and 
poNers of, shall be subject to all of the restrictions applicable to, shall 
assume all of the Obligations of, and shall attain the status of his predecessor 
and shall in all respects be a Lirni ted Partner under and pursuant to the hJree
trent. Any transfer of a partnership interest shall be effective at the time an 
arcendment to the limited partnership agreanent adding him as a linli ted partner is 
filed with the Arizona Secretary of State. 

The interest of the General Partners in the Partnership may not be transfer
red witoout the consent of all general and limited partners. 

Retirement and Resignation of General Partners 

A General Partner may retire or resign his position by giving not less than 
thirty (30) days notice to the Linli ted Partners. A General Partner shall cease 
to be such upon the death, incapacity or dissolution of such General Partner. 
Retirement, resignation or" ~oval of all General Partners shall cause a dissolu
tion of the Partnership, subject to the right of the Linli ted Partners to refonn 
the Partnership, as provided in Article 10 and Sectioo 12.03 of the hJreenent c 

~ver, as long as at least one general partner remains, the business of the 
100 ted partnership will continue to te transacted by the ranaining partner ( s) . 
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Meetings of Partners; Voting 

In any matter on which any Partner is entitled to grant (or deny) his con
sent or cast his vote, the Partner may accanplish this by attendi~ any meeting 
convened for all of the Partners entitled to vote on the rna t ter or he may grant 
to any person a special or general r::o~r of attorney to vote for him at any 
such meeting or he may grant (or deny) his consent in writing. All votes will lJe 
made in writing. HoyJever, if a written vote or ballot is lost, not sutrnitted or 
unavailable for any other reason, this shall not cause the vote to be defective 
so long ' as the minutes of the meeting have recorded the vote, as the vote will be 
considered as having been given in writing. This written consent may be utilize 
at any rreetirK] of the' Partners or it may be utilized, without a meeting, in 
obtaining a consent of Partners to a matter submitted to all Partners entitled to 
grant (or deny) consent on said rnatter. The General Partners may in their discre
tion convene a meeting for any purpose, and the General Partner shall convene a 
meeting upon receiving a written consent signed by the rolders of twenty-five 
(25%) percent of the limited partnership interests then outstanding. 

Pmendments; SUspension of Voting Rights 

No alterations, modifications, amendments or changes to the Agreement will 
te effective or bindirq upon the parties unless the same shall have been agreed 
to by the General Partners and by seventy-five percent (75%) in interest of the 
Limited Partners, except with respect to Admission Amendments, as provided in 
Articles 8, 9 and 19 of the Partnership Agreement and any amendments necessary to 
teDninate the Partnership and any r::owers or duties granted by law to the General 
Partner to amend. 

The General Partners will amend. the Partnership Agreement at least once 
every thirty (30) days to effect the substitution or addi tion of any Limi ted 
Partners as may have been approved and accepted by the General Partners. 

On its own motion or upon receipt of a written request for adoption of an 
amendment to the Partnership Agreement executed by Limited Partners cwning at 
least twenty-five (25%) percent interest in the Partnership, the General Partners 
will ~plement a plan whereby the Lbnited Partners may vote upon the adoption of 
such amendment. If Lnnited Partners holdi~ seventy-five percent i~terest in the 
Partnership vote in the affirmative, and each General Partner has consented 
thereto, the proposed amendment will be adopted and bin<;iirq upon all parties to 
the Partnership Agreement, and each of the Partners must execute such documents, 
including an amendment to the Partnership Agreement, as are necessary to render 
such amendment effective. 

All votin;J by the ' Lirni ted Partners shall be on the basis of one vote for 
each unit. 

No General Partner may vote as such at any meeting, rut shall have the right 
to address the rreeting and be present during the <:pen votinJ and to vote the vote 
of any Lnnited Partnership units owned by hnn or as a proxy. 

The Partnership Agreement will also be amended by the General Partners 
wi thou t need for a vote of Limi ted Partners upon the occurrence of any of events 
specified by law • . 

Power of Attorney 

Each ~ited Partner py executing a counterpart of the Partnership Agreement 
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or by executiI"Q an Adniss ion Atrendmentwhereby he agrees to te bound by the tenns 
of the Partnership Agreement, and each assignee or transferee of a Lnnited Part
ner, appoints the General Partners as his true and lawful attorneys-in-fact to 
execute, acknowledge, swear to, verify, deliver, file and publish, if necessary 
(I) all amendments, alterations or changes to the Partnership Agreement, includ
ing amendments substituting Limited Partners, if otherwise authorized under the 
Partnership Agreement; (2) all instruments which effect a change in the Part
nership or a change in the Partnership Agreement; (3) all certificates or other 
instruments necessary to qualify or maintain the Partnership as a lilnited partner
ship or a partnership in which the Limited Partners have a limited liability in 
the jurisdictions where the Partnership may conduct rusiness i and (4) all instru
ments necessary to effect a dissolution, termination and liquidation of the 
Partnership and cancellation of the Partnership Agreement when such dissolution, 
termination, liquidation or cancellation. is otherwise provided in the Partnership 
Agreement. 

Reports to the L~ited Partners 

Under the Partnership Agreement, the General Partners are required to cause 
the tx:cks and records of the Partnership to be examined annually by independent 
public accountants. Annual financial statements of the Partnership, including a 
balance sheet and statement of operations will be transmitted to each Limited 
Partner together with the report and opinion of such independent accountants with 
respect to such statements. AlI .records of the partnership are available for 
inspection by any partner during ordinary business hours. 

wi thin a reasonable period after the close of each year a report will te 
transmitted to each Limited Partner unit holder indicating his proportionate 
share of the profit or loss ~f the Partnership for such year for federal income 
tax purposes. The Limited Partnership's tax shelter registration number must be 
reported on individual returns when any limited partnership profit or loss is 
reported. 

Each limited partner will receive a copy of the limited partnership agree
ment as it is filed with the Secretary of State of the State of Arizona and all 
amendments thereto, but will not receive copies of any admission anendrnents 
thereto. 

Rescission Right 

Each p..1rchaser of units shall have the right to rescind his purchase by 
delivering to the General Partners a notice in substantially the foon of Exhibit 
"G" attached hereto. SUch notice must be delivered within three rusiness days of 
the earliest to occur of (i) the purchaser's execution of a written agreement to 
purchase one or more Units, (ii) the delivery to the purchaser of a confirmation 
of sale or (iii) payment for such Unit or Units or the execution of an executory 
contract. 

wi thin seven days following the receipt by the General Partners of such 
notice, the purchaser will be entitled to a return of all funds advanced or paid 
by him for the Units and any original docl..lIrents signed by him evidencing his 
obligation to make a future payment for his Unit. 

The Offering Period 

The offering period will terminate not later than June 30, 1986, unless 
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extended by the General Partner for a period not to exceed thirty-one days. If 
operations are begun, sale of additional units may be suspended and reinstated at 
any time before termination of the partnership, at the discretion of the General 
Partners. 

Selling Arrangements 

The General Partners may authorize one or more registered broker/ dealers 
(the "Selling PiJent") to offer a limited ' number of Units for sale for cash or 
noncash contributions or roth on a "test efforts" basis. The Sellirg Pqent may 
receive carmissions of up to 12% of the capital contributions of each Unit sold 
by it. Any commission payable to a Selling Agent will be paid from the proceeds 
of this Private Placement only after the General Partners have: (1) accepted cash 
or noncash subscriptions for a rninirm.nn of 50 units, (2) determined to form the 
limited partnership, (3) ratified the contract with Jobe Investments Co., and (4) 
directed Jobe to begin preparatory operations. The Selling Agent will be respon
sible for its professional fees, travel expenses and other out-of-pocket expenses 
incurred by it in connection with its activities. As of the date of this Menoran
dum, no agreement has teen entered into with any Sellirg ~ent regarding the pri
vate placement of the Units. If a Selling Agent is engaged by the General Part
ners, a copy of the Underwriting or Dealer Agreement will be made available for 
inspection upon request to prospective investors or their representatives. 

The General Partners will offer and sell Units for cash or noncash considera
tion or roth on a "best efforts" basis. HONever, the General Partners shall not 
receive any commission for sales of the Units. 

Offerees and purchasers of Units in the Partnership are entitled, and may 
be required, to employ an offeree representative to assist them in evaluating the 
merits and risks of an investment in the Partnership. Any offeree representative 
so employed must canply with the requirements of the Securities Act of 1933 and 
rules and regulations thereunder. Neither the General Partners, the Sellin;] 
Pqent, nor the Partnership will pay any charges for services rendered by any such . 
offeree representative in connection with the offering or sale of units in the 
Partnership. A Selling Agent may not act as an offeree representative. 

Method of SUbscription 

Units will be sold only to persons who meet the qualifications described 
under "Investor Suitability Requirements" and have confirmed such qualificaticns 
in an Investor Qualification Letter 00 the foon attached hereto as Exhibit "A". 
If an offeree has employed an offeree representative to assist him, then an 
Offeree Representative C)..lestionnaire in the form of Exhibit liB" attached hereto, 
duly executed by the offeree representative must be submitted to the Partnership 
along with any subscription. 

Qualified Investors may subscribe for units by campleting and delivering the 
following documents to the Partnership: 

1) An executed Subscription Agreement. A copy of the Subscription Agr~ 
ment is attached hereto as Exhibit ·"D". An executed duplicate of this 
docurrent will be returned to the . purchaser upon acceptance of the 
subscription by the General Partners to confirm the sale. Each unit 
subscribed for will then be assigned a unit number. 

2) An executed Signature Page to Adnission ArrendIrent to the Part.rership 
Agreanent ,properly notarized. A copy of the Adnission ArrendIrent is 

-29-



. . 

3) 

attached hereto as Exhibit "E". An executed duplicate of this document 
will be returned to the purchaser upon it I S execution by the General 
Partners. The earliest this will occur will be upon fonnation of the 
Partnership after a minimum of fifty (50) units have been subscribed 
for and accepted and the General Partners have decided to begin prepara
tory operations. Thereafter, new limited partners may be admitted. 

A check in the amount of the cash subscription price made f6yable to La 
Paz . Precious Metals Limited Partnership Trust Account. This will be 
deposited in a trust account at the united Bank of Arizona until 
preparatory operations are begun, and thereafter, into the Limited 
Partnership's accounts. Or, if the consideration is other than cash, 
execution of a written and signed executory agreement, to become 
enforcible by the limited partnership upon its formation, plus a check 
for any difference between the unit I s value and the noncash contribu
tions value, if any. 

Additional copies of the foregoing documents are available fram representa
tives of the General Partners for completion and signature. 
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FINANCIAL STATEMlliTS 

The following pro fonna financial statement of the · Partnership, reflecting 
its capitalization upon for.mation, has been prepared by the General Partner and 
is included herein for illustrative purposes. 

Assets: 

Cash 

La Paz Precious Metals Lbnited Partnership 
Balance Sheet 

As of date of for.mation of Partnership 
(Pro Forma) 

200 UNITS 

$1,000,100 

Liabilities and partner's Equity: 

Liabilities 

Partner's Equity 

Tbtal Liabilities and 
Partner's Equity 

$ -0-

$1,000,100 

$1,000,100 

50 UNITS 

$250,100 

$ -0-

$250,100 

$250,100 

NOTE: The foregoing reflects only the capital of the Partnership upon 
fonnation and does not reflect obligations to be incurred in the cooouct of the 
Partnership' 5 business. See "SourCes and Uses of Partn~rship Capital". 

-31-

1 



r 
.l 

c • 

EXHIBI'IS 

Investor Qualification Letter • • • • • • • • • •• A 

Offeree Representative Questionnaire 

Oertificate and Agreement of 
Lbnited Partnership •••• 

Subscription Agreement 

Admission Amendment 

SUbscription Instructions 

B 

c 

D 

E 

F 

Rescission Information and Letter • • • • • • • •• G 

Map Showing Location of Mineral Hill Mine • 0 • •• H 

Aerial Photograph of Mine (circa 1970) I 

&Irrmary Report on Mineral Hill Property J 

Assay Reports • • • • • • • • • • • • • • • • • •• K 

Tax Shelter Registration Number • • • • • • • • •• L 



TO: General Partners for La Paz Precious Metals Limited Partnership (a proposed 
Arizona Lbnited Partnership) 

INVESTOR QUALIFICATICN LETTER 

I make the following representations which I declare under oath to be true 
and correct with the intent that they may be relied on in determining my suitabil
ity to be an investor in Units of Lbnited Partnership interest in La Paz Precious 
Metals Lbnited Partnership, a proposed IDnited partnership to be formed pursuant 
to the laws of Arizona (the "Units"). 

I) I HAVE, EITIlER BY MYSELF OR TCGETHER WITH MY ADVISORS, LISTED BELCW, SUFFI
cIENT KNCWLECGE AND EXPERIENCE IN FINANCIAL, BUSINESS AND TAX MITERS 'ID BE CAP
ABLE OF EVALUATING THE MERITS AND RISKS OF AN INVESTMENT IN A LIMITED PAR'INERSHIP 
ENGAGED IN THE BUSINESS OF LEASING, DEVEIDPING AND EXPIDITING MINERAL PROPERlY 
CESCRIBED IN TIlE PRIVATE OFFERING MEMORANCUM, D?\TED AUGUST 1, 1985, AND MAKING AN 
INFORMED INVESIMENI' DECISICN WITH RESPEcr THERETO. 

2) General Infonmation: 

a) Name: Age: -------------------------------------------------
b) Resident Address & Telephone Number: 

c) Einployer or Business Association & Position: _________________________ _ 

d) Business Address & Telephone Number: 

e) Business or Professional Education and the Degrees received are as follows: 

School 

f) Employment Position 
or Q:cupation 

Nature of 
Responsibility 

Cegree Year Receiyed 

Fran To 

(Attach additional pages if necessary to answer any questions fully). 

3) Investment Experi~nce of Offeree. 

EXHIBIT "A" 

A-I 
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•. A 

a) Previous investments in tax sheltered invest.rrents· during the past five 
years: 

b) Previous investments in mining, oil and/or gas prcgrarns during the past 
five years: 

c) Previous investments in private offerings of securities which were sold in 
reliance on the private offering exemption fran registration under the 
Securities Act of 1933: 

d) Other experience which would qualify me to be knowledgeable regarding the 
type of investment described aoove (experience in financial or business 
matters, mining, etc.) 

4) In connection with an offer to me of units of the Partnership, I intend to 
utilize the services and rely on the advice of the following attorneys, account
ants or investment or financial advisors (Offeree Representatives) to assist me 
in analyzing the risks and merits of a possible investment in the Partnership. 
(As to each of these advisors, set out in detail his qualifications in such areas 
as mining, securities, taxation, etc. to assist you in making an investment deci
sion). UNLESS YOU HAVE SUBSI'ANTITAL RELEVANT INVESIMENI' EXPERIENCE YOURSELF, IT 
IS MANDATORY THAT YOU BE ADVISED BY ONE OR MORE OFFEREE REPRESENTATIVES • 

a) Name: Mdress: 

c:ccupation: 

Qualifications & Experience: 
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b) Name: Mdress: 

o:::cupation: 

Qualifications & Experience: 

c) Name: Mdress: 

O:::cupation: 

Qualifications & Experience: 

5) My Offeree Representative has infor.med me that there is no material relationship ootween such Offeree Representative and his/her or its affiliates and the Partnership, any partner or the offering agent or its affiliates which now exists or is mutually understood to be oontemplated or which has existed at any time durin;} the previous two years, nor has canpensation l:::een rece i ved or will be received as a result of said relationship, except as follows: 

6) I have adequate means of providing for my current needs and possible personal contingencies and have no need in the foreseeable future for liquidi ty in an investment in the Units. 

7) I represent and \tarrant that: 

a) My current net worth (alorq with my sI;Ouse) ( exclus i ve of hone, furnishin;}s, personal possessions the amount I plan to invest in the partnership and autanobiles) is (strike out inapplicable one) - ( 1) in excess of $200,000, but less than $1,000,000, or (2) greater than $1,000,000. 

b) My incane for the last two years (fran all sources) has or has not ( strike out inapplicable one) exceeded $200, 000 per year, and I do or do not (strike out inapplicable one) expect my .taxable incane for this year to exceed $200,000. 

8) ~SIDERI~ THE FOREGOI~ AND ALL arHER RElEVANT FACI'ORS IN MY FINANCIAL AND PERSONAL CIRaJMSTANCES, I .AM ABLE TO BEAR THE ECCNa-1IC RISK OF AN INVESTMENI' IN 

A-3 



. . 

1HE PAR'INERSHIP, AND IN 'IRE AIvKXJNT UNIER aNSIDERATIOO, INCLUDING THE CCNPLETE 
LOSS OF MY INVESTMENT. 

At the tiIre I executed this Investor Qualification Letter, I had not been 
offered any Units, nor had I executed a Subscription Agreement or other document 
of purchase or wired money, written a check or otherwise made payment for any 
units • 

IBte: --------------------

Name (Please Print) 

Signature of Prospective 
Offeree 
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OFFEREE REPRESENTATIVE QUESTIONNAIRE 

The undersigned has teen named by (the "Subscriber") as a 
person upon whose advice the Subscriber has relied, or with when the Subscribei:' 
has consulted, in evaluating the merits and risks of an investment in the Units 
of Limited Partnership Interests (the "Units") in La Paz Precious Metals Limited 
Partnership, a limited partnership to be organized under the laws of the State of 
Arizona (the "Partnership") to eNJage in the business of leas in.J, developing and 
exploiting gold mining property, all as fully described in the Private Placement 
Memorandum dated August 1, 1985. In connection with the subscription by the SUb~ 
scriber, the undersigned hereby represents and warrants as follows; 

, 

(i) The undersigned is not an affiliate, director, officer or other employ
ee of the Partnership or the General Partners of the Partnership or their affili
ates or of the offering agent. 

( ii) Listed below are all material relationships (and any canpensation 
received or to be received by the undersigned or affiliates of the undersigned as 
a result thereof) between the undersigned (or any affiliates of the undersigned) 
and the General Partners or the offering agent which now exists or which have 
existed at any time during the past tv.D years or which are now contemplated: 

(nus item must be canpleted. If the named offeree representative has not 
had any such dealings, state "NONE".) 

(iii) The undersigned is pr~rily engaged in the following business or pro
fession (such as the conduct of business as a registered investment advisor or 
registered broker/dealer or the active practice of law or accountancy; please 
indicate period of practice and field of specialization, if any): 

(This i tern' must be canpleted.) 

(iv) 'Ihe Undersigned has the following degrees, special licenses and regis
trations (please indicate year granted): 

(v) The undersigned hasjhas not either previcusly invested in, or advised . 
others with respect to investment in, the mining, distribution and sale of gold
or other tax-oriented investrrents (such as equiJ;:irent leasir~, real estate, oil~ 
and gas, aJriculture or canrrodities syndications). 

(Cross cut inapplicable answers). 

(vi) The undersigned has the following additional rosiness and investment 
experience which helps qualify him to evaluate the merits and risks of this 
investrnent~ 

(vii) The undersigned has such knowledge and experience in financial and 

EXHIBIT B 
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rosiness matters that the undersigned is capable of evaluating the merits and 
risks of an investment in the units and of making an informed investment decision . 

(viii) The undersigned has known the Subscriber for years and is 
familiar with the financial and tax positions and plans of the Subscriber. 

(ix) The undersigned (please mark one): 

rated: 

(a) has not relied on the advice of and has not consul ted wi th anyone 
else in advising the Subscriber with regard to an investment in the 
units; or 

(b) has relied on the advice of or has consulted with the following 
person in advising the Subscriber with regard to an invest:rrent in 
the units. 

(narre) 

(address) 

(telephone number) 

______ , 198 • 

(Signature) 

Name of Offeree Representative 
(Please Print) 

B..lsiness Address 

City State Zip Code 

Telephone Number 
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CERTIFICATE AND N:;REEMENT OF 
LIMITED PARINERSHIP OF 

fA PAZ PRECIOOS METALS LIMITED PARTNERSHIP 

THIS CERTIFICATE AND AGREEMENT OF LIMITED PARTNERSHIP (here inafter called the _ 
"Certificate") is made and entered into as of the day of , 
19 , by and between Frederick E. Kallof and Billfred Co., an Arizona corporation, 
(hereinafter collectively and/or individually called the "General Partner"), and 
David R. Mika, as the initial IDnited partner, and such persons who may hereafter 
be admitted to the Partnership as Llinited Partners in the manner herein provided 
such Limited Partners beirtJ herein collectively called the "Limited Partners", in 
accordance with the provisions of the Uniform Limited Partnership Act. Please 
refer to Article 21 of this Pqreerrent for definitions of various terms used 
herein. 

WITNESSETH: 

In consideration of the mutual benefits, convenants and conditions herein 
set forth, and in order to form and naintain a limited partnership under the 
Arizona Unifonn Limited Partnership Act, the undersigned do hereby agree and 
certify as follows: 

1. NAME. The name of the Partnership is La Paz Precioos Metals Limited 
Partnership, an Arizona Limited Partnership (hereinafter called the "Partnershipn): 

2. PURPOSE OF BUSINESS. The Partnership has been fonned for the following 
purposes: 

(A) To engage in the rusiness of buying, leasir~, developiNJ and explor., 
ing mineral property or ores and contracting for the same; specifically for con
tracting for the mining, distribution, refining and sale of minerals, includi~ 
but not limited to, gold or precious metals. In furtherance of the puq:oses of 
the Partnership, the Partnership shall have the power to do any and all other 
things whatsoever necessary and desirable in connection with the foregoing, or 
otherwise contemplated by this Agreement, but the Partnership shall not eNJage in 
any other business except to the extent that such other business is collateral or 
necessary to the rosiness described above. The above business may be done 
jointly with other parties. 

( B) To distribute among the General Partners and the Limi ted . Partners 
as here inafter provided, all net proceeds and any other property fran tim: to 
time received fran operations or any other source. 

3. PRINCIPAL PLACE OF roSINESS AND DESIGNATICN OF }GENT FOR SERVICE OF 
POCCESS. The principal place of business of the Partnership shall be located at 
25 VEst 1hanas Road, Phoenix, Arizona, 85013, or, at such other places as the 
General Partners shall fran time to time designate in writing to the Limited 
Partners. Billfred Co., an Arizona corporation whose address and principal place 
of business is 25 West Thanas Road, Phoenix, Arizona, 85013, is hereby designated 
agent for service of process pursuant to A.R.S. § 29-304. 

4. PAR'INERS. The name and place of business of each member is as follCMs: 

EXHIBIT C 
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GENERAL PARTNERS 

Frederick E. Kallof 

Bil1fred Co., Arizona 
corporation 

25 West Thanas Road 
p.ooenix, Arizon"a 85013 

25 West Thanas Road 
Phoenix, Arizona 85013 

5. TERM. The tenn for which the partnership is to exist begins upon the 
date when a Certificate shall have been filed for record in the Limited Partner
ship records of the Secretary of State of Arizona, and shall continue until 
Cecember 31, 1990, unless sooner tenninated by law or under the provisions of 
this Certificate. 

6. RETURN OF CONTRIBUTIONS. A Lind ted Partner shall not be enti tIed to 
wi thdraw any part of his Capital Account nor to receive any distributions fran 
the Partnership except as provided in Articles 7,15 and 18 hereof. If a.partner 
has" received the return of any part of his contribution without violation of the 
partnership agreement, he is liable to the limited partnership for a period of 
one year thereafter for the amount of the returned contribution, but only to the 
extent necessaary to discharge the l~ted partnership's liabilities to creditors 
wOO extended credit to the limited partnership duriIYJ the period the contribution 
was held by the partnership. A partner receives a return of his contribution to 
the extent that a distribution to hbn reduces his share of the fair value of the 
net assets of the limited partnership below the value as set forth in the certifi~· 
cate of limited partnership of his contribution. 

7 • ALLCX:ATICN mD DISTRIBUTION OF PROFITS AND LOSSES. 

7.01 Allocation of Profits and IDsses between General Partners arrl 
Limited Partners. The General Partner shall allocate all cash flow, net profits, 
losses, property distributions, other incare, tax deductions and losses and any 
other distributions (hereinafter oollectively referred to as "distributions") as 
follows: 

Ninety-nine (99%) Percent shall be allocated to the Lind ted Part
ners and Q1e (1%) Percent shall be allocated to the General Part
ners. 

7.02 Allocation of Distribution among the General Partners. All 
General Partners shall share equally in the General partner's share of any 
distributions. 

7.03 Allocation of Distributions Arrong Limited Partners. When the 
General Partners decide a distribution should be made, they shall declare a 
particular date and time as the record tine. No special notice of this announce
ment or the record date need be given to a limited partner; it is sufficient if 
he is notified of these events after the fact, when distribution is made to him 
or any other limited partner. Any transferee of a limited partnership unit is at 
risk that a distribution may be made to his transferor under these provisions 
before he is formally substituted as a Lnnited Partner of the limited partnership~ 
Said transferee has no recourse against the limited partnership. 

The Limited Partner's share will be distributed to such Limited Partners as 
are shCMn on the limited partnership records on the record date and time provided 
that they have been formally admitted as limi ted partners by an amendment of 
these articles as provided for herein. 
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Each Limited Partnership Unit (LPU) which has been validly issued whose 
owner has ooen admitted to the Ljrnited Partnership creates the right of the 
Limited Partnership to own and process seventy-eight (78) tons of head ore under 
the Limited Partnership's purchase a;Jreanent and license with Jobe Investment 
Co., provided all tenns and conditions of that contract .have been fulfilled. The 
net proceeds of prcduction fran any tonnage attributable to the Limited Partner-. 
ship shall 00 held by the General Partners in a partnership account or accounts 
pending distribution or other use of the funds. When the General Partners have 
declared a distribution is to 00 made in accordance with this Article, each LPU:. 
will receive one-two hundredths (1/200) of the anount of such distribution. Any 
amounts not distributed in a given distribution because of the fact that all 200. 
LPUs may not .have then been issued to an adrni t ted Limited Partner shall be kept- · . 
in the partnership account(s). wnen the entire tonnage of head ore which the 
Limited Partnership is entitled to process under it I s purchase agreement and 
license with Jobe Investment Co. has been · processed,' and the net profits there
fran have been received by the Limited Partnership, the General Partners may 
terminate the Limited Partnership in accordance with Article 18 hereof, and 
distributions to the · Limited Partners may be made in the ratio of the LPUs held 
by each Limited Partner to the total number of LPUs validly issued and outstand
ing, owned by admitted Ljrnited Partners. Similarly, if, at any time prior to 
dissolution, the General Partners deter.mine to cease absolutely the offering for 
sale of additional LPUs, and record the amendment to these articles provided for 
by Article 9 hereof, then any further distributions to the Limited Partners shall 
be made in the ratio of the LPUs held by each Limited Partner to the total number 
of IPUs validly issued and outstanding, as shown in the anendrrent. 

7 • 04 WHEN DISTRIBtJrICNS WILL BE MADE. The General Partners shall have 
sole discretion as to amounts and timing of distributions. The General Partners 
have the discretion to retain in the partnership any funds or other assets that 
might be available for distribution as they determine may be in the best inter
ests of the partnership. Distributions to General Partners and Ljrni ted Partners 
(as a group) may be made at different times •. 

7 • 05 LIMITED PARINERSHIP RffiISTRATICN NUMBER. The Limited Partnership 
shall register with the Internal Revenue Service (IRS) as a possible "tax sheltery. 
within the meaning of IPS Cede § 6111 et seq. and shall obtain a registration 
number, which shall appear on all checks constituting distributions to investors, 
and all reI;X)rts of tax losses and financial statements of the Limited Partnership. 
Each Limited Partner must include this number on his individual tax return when 
reI;OrtiIYJ any Limi ted Partnership loss or incane. 

8. TRANSFER AND ASSIGNMENT OF LIMITED PARTNERSHIP INTERES'TS. 

8.01 Assignments. Limited Partners may assign and transfer all or any 
part of their interest in the partnership without need for consent of any limited -
partner, but: (1) assignee or transferee shall not be deemed a substitute limited 
partner or entitled to exercise or receive any of the rights, powers or benefits 
of a limited partner unless such assignee or transferee has been approved, con
sented to and accepted by the General Partners as a substituted Limited Partner 
and formally substituted as such, (2) if the interest so transferred is less than 
the entire interest of the transferor, neither the interest transferred nor ~e 
interest retained may be less than one unit, which limitation will, however, C€ 
inapplicable to transfers by gift or by operation of law, and (3) in the opinioo 
of counsel for the partnership, in his absolute discretion, obtained at the sale 
cost and Federal Incane tax purposes. All transfers and assignments of interest 
in the partnership will be effective as of the date on which an amendment to this 
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limited partnership cgreement is filed with the Secretary of State of Arizona 
substituting the transferee as a limited partner and indicating the withdrawal of 
the transferor. All costs of transfer or assignment, including reasonable 
attorney fees of the partnership, ,shall be paid by the requesting lbmited partner 
and shall be a charge on his interest. 

8.02 Amendment to Certificate. The General Partners will cause the 
Certificate of Lbnited Partnership to be amended at least once every thirty (30) 
days to effect the substitution of such substituted limited partners as may have 
been approved and accepted by the general partners. Each lbmited partner hereby 
consents to the execution on his behalf by the general partners (under the 
authority granted to the general partners under the power of attorney contained 
in Article 19) to such amendments to this agreement for the purpose of substitut
ing or admi ttin:] lirni ted partners, and the general partners are hereby granted 
the right to admit substituted lbmited partners. 

8.03 Rights of Substituted Limited Partners. Any limited partner's 
legal representative, successor in interest or assignee who has becane a substi
tuted limited. partner shall have all of the rights and powers of, shall be sub
ject to all of the restrictions applicable to, shall assume all of the obliga
tions of, and shall attain the status of his predecessor and shall in all re
spects be a limi ted partner under and pursuant to this agreement. 

8 • 04 General Partners. The interes,t of a general partner in the 
partnership may not be transferred without the consent of all lbmi ted and general 
partners except General Partners may transfer all or part of their interest to 
each other. 

8.05 TAX SHELTER REGISTRATlOO NUMBER. The transferor of any Lllni ted 
Partnership Unit shall gi ve the transferee the Limited Partnership tax shelter 
registration number and shall keep a record of the transferee's name, address and 
tax payer ID number, and shall transmi t this information in writing to the Gen
eral Partners as soon as possible after any transfer, along with other pertinent 
details of the transfer. ISSUANCE OF A RffiISTRATICN NUMBER OOES NaT INDICATE 
THAT 'nIlS INVESIMENT OR THE CIAIMED TAX BENEFITS HAVE BEEN REVIEWED, EXAMINED OR 
APProVED BY nIE INTERNAL REVENUE SERVICE. 

9. ADDITICNAL LIMITED PARmERS. The right of the General Partners to admit 
limi ted partners rot as assignees or transferees under Article 8, b.lt by virtue 
of sales of Limited Partnership Units after formation is as follows: 

9.01 Procedure for Admiss ion of Limi ted Partners. A person who has 
subscribed to a purchase of a limited partnership unit under the terms and condi
tions set forth in this certificate, shall be admitted as an additional limited 
partner in the partnership effective upon the filiI'YJ of an amendment to the 
Limited Partnership Certificate with the office of the Secretary of the State of 
the State of ArizOna. General Partners will cause such an amendment to be filed 
no later than thirty (30) days after an acceptance by the General Partners of a 
subscription for purchase of limited partnership units, provided that the limited 
partnership has been formed. Subscriptions which have been accepted on behalf of 
the limited partnership by the prospective general partners before the partner
ship formation shall be admitted as additional limited partners within thirty 
( 30) days after the fonnation of the partnership. No consent of any lirni ted 
partner unit holder is necessary for filin;} any amendment to admit, substitute, 
or evidence the withdrawal of any lirni ted partner. 

9.02 Contents of Admission Amendment. The Admission Amendment shall 
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, 
set forth (a) the name of the limited partnership; (b) the date of filing of the 
Certificate of Limited Partnership; (c) the narre and business address of the 
limited partner to be added or substituted or withdrawn as a limited partner of 
the partnership; (d) the number and agreed value of limited partnership units ~ 
subscribed for by the llinited partner to be admitted; (e) the unit number to be 
assigned to such units for purposes of profit participation under the terms of 
this Certificate; (f) the initial contribution of capital of such limited partner; 
stated in dollar amounts or in a description of the goods and services and/or 
monies to be contributed to the capital; (g) a statement to the effect that no 
additional contributions are agreed to by such limited partner regardinJ the &, 

writs rrentioned; (h) that the limited partner to be added agrees to and adopts < 

each and every other tenn of the certificate of limited partnership and all . I . 

amendments thereto, and such other teons and conditions as the General Partners 
deem in their sole discretion appropriate. 

9.03 Limitation of Admissions. One or more Adnission Arrendments may 
be filed for the purpose of admitting Additional Lbnited Partners to the Partner
ship, provided that in no event shall ..Additional Lbnited Partners subscribi~ for 
more than two hundred (200) limited partnership units be admitted to the Partner
ship. No more than thirty-five (35) Lbnited Partners who are Arizona residents 
will be adrni tted to the Partnership. The General Partners may elect at any time 
to totally cease the offering for sale of crlditional Limited Partnership Units, 
and uJ;On such ceasation, shall execute an anenctrrent to the Limited partnership 
Agreement reciting that this Article 9 is no longer effective, that no additional 
Limited Partners may be admitted and statiIYJ the total number of Limited Partner ... 
ship Units outstanding. 

9.04 Subsequent Admission. Except for admission of Aooitional Limi ted 
Partners to the Partnership in the manner provided in this Article 9, no one may 
subsequently be admitted to the Partnership as a Limited Partner except as a 
substituted limited partner under Article 8. 

10. CCNI'INUATICN OF aJSlNESS. Utx'n the death, resignation or withdrawal 
of all General Partners, the Partnership shall be dissolved, but the limited 
partners shall have the right to continue the business of the Partnership as 
described in Section 12.03 of this Certificate. 

11. DISTRIBUTICN OF PROPERI'Y'. Lbni ted Partners do not have the right to 
demand property other than cash in return for their contribution. 

12. THE GENERAL PARINERS. 

12.01 Capital Contribution of General Partners. The General Partners 
shall contribute jointly the sum of $100 to the Partnership. A General Partner 
may, if he chooses to do so, subscribe for one or more limited partnership units 
as a Limited Partner and in such event, such General Partner shall have, in 
addition to his rights, duties and obligations as a General Partner hereunder, 
obligations to the Partnership and an interest in the Partnership arising out m 
these limited partnership units.> 

12.02 Aptx'intment of Additional General Partners. The General p~. 
ners herein designated, together with any additional General Partners hereafter 
appointed in the manner herein provided, may with the consent of the holders of 
all limited partnership units then outstanding and all General Partners, appoint 
one or rrore successor or additional General Partners, who, utx'n execution of a 
counterpart of this Certificate as a General Partner and the filing of it with 
the off ice of the Secretary of State of the State of Arizona, shall asSUIre 
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all of the rights and obligations of the General Partner originally designated 
herein. 

12.03 Reformation of Partnership. If at any time there is no General 
Partner in office, the holders of all of the limited partnership units then 
outstanding and whose rights have not ooen suspended may, wi thin ninety (90) days 
following the occurrence of the event resulting in there being no General Partner 
in office, vote and agree in writing to reform the Partnership and elect one or 
rrore successor General Partners to continue the business of the Partnership. AA 
amendment to this Linli ted Partnership Certif icate shall be filed with the Secre~· 
tary of State of the State of Arizona setting forth: (a) the name and business 
a<X1ress of such additional General Partners; (b) any change in the place of busi
ness or agent for service of process fram those set forth in the original certi
ficate, as amended; (c) the capital contribution of the General Partners; (d) the 
manner in which the General Partners will share the General Partner's fee and all 
other disbursements or fees due the General Partners; and (e) such other terms 
and conditions as the additional General Partners deem advisable. 

12.04 Withdrawal of a General Partner and Continuation of the Partner
ship. A General .Partner may withdraw or resign his p:>sition by giving written 
notice of his intention to resign or retire/and delivered it to the Limited 
Partners and General Partners not less than thirty (30) days prior to the effec
tive date of such ' retirerrent or resignation. Such withdrawal or resignation 
shall not cause a dissolution of the Partnership providced that there remains at 
least one General Partner, who shall carry on the business of the partnership. 

A General Partner may be removed for cause by vote of Lllni ted Partners 
holding a Seventy-Five (75%) Percent Interest in the Partnership for gross negli
gence with respect to the property or business of the Partnership or in the event 
of his adjudication of bankruptcy, adjudication of incompetency, or conviction of 
a felony. 

A General Partner shall cease to be such uI:X>n death, incapacity or 
dissolution of such General Partner. 

13. PGJER AND AUTHORITY OF THE GENERAL PARTNER. 

13.01 TIle General Partner shall have canplete and exclusive control 
over the management of the business and affairs of the Partnership and each 
General Partner shall have an equal right to participate in and exercise control 
over such .business and affairs. Except as otherwise specifically provided in 
this Agreement, the General Partner shall have the right, power and authority, on 
behalf of the Partnership and in its name, to exercise all of the rights, powers 
and authority of a Partner of a Partnership without Lllni ted Partners under the 
Uniform Partnership Act of the State of Arizona, includi~, without limitation, 
the power and authority to perform or delegate the perfor.mance of any or all of 
the followi~: 

(a) To lease or sell property and assets of the Partnership; 

(b) To oorrow rroney and incur indebtedness required for the bus iness and 
affairs of the Partnership fran others or fran the Partners or any of their 
affiliates or third parties and, if necessary or advisable, to secure the repay
ment of such oorrowings and incurring of indebtedness by pledg irx;J or otherwise 
encumberirx;J or subjecting to security interests all or any part of the assets of 
the Partnership, and to refund, refinance, increase, modify, consolidate or 
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extend the maturity of any indebtedness created by such borro.viI'XJs or pledge, 
encumbrance or other security device, all upon such terms as the General Partnel 
deems, in his absolute discretion, to be in the best interests of the Partnership~ 

(c) To place record title to, or the right to use, Partnership assets in 
the name or names of a nominee or nominees for any purpose convenient or benefi
cial to the Partnership; 

(d) To administer all matters in connection with the leasing or purchase of:· 
mining property and to enter into agreements with others, including affiliates of 
the General Partner, with respect to minirq and developnent of such properties, ~ 
which agreements shall contain such terms, provisions and conditions as the
General Partner deems, in his absolute discretion, to be in the best interest of 
the Partnership; 

(e) To purchase fran others, at the expense of the Partnership, contracts 
of liability, casualty and other insurance which the General Partner deems advis
able, appropriate or convenient for the protection of the assets or affairs of 
the Partnership or for any purpose convenient or ooneficial to the partnership; 

(f) To lend money to the Partnership; 

(g) To anploy ~rsons, including affiliates of the General Partner, at the 
expense of the Partnership and on its beh~lf, in the operation and management of 
the Partnership' s assets and property, including, but not I imi ted to, supervisory 
managing agents, consultants, attorneys and accountants, on such tetmS and for 
such compensation as the General Partner deems, in his absolute discretion, to 00 
in the best interest of the Partnership; 

(h) To make such elections under the tax laws of the united States, the 
several states and other relevant jurisdictions as to the treatment of items of 
Partnership income, gain, loss, deduction and credit as to all relevant matters, 
as he believes necessary or desirable; and 

(i) To perfonn any acts that are necessary or incidental to effectuatillJ 
any of the foregoing and to enter into such agreements, contracts, docunents and 
instruments with such parties and to" give such receipts, releases and disch~es 
with respect to all of the foregoing and any matters incident thereto, as the 
General Partner may deem advisable, appropriate or convenient. 

(j) If a partner or any of their affiliates make any loans to the Partner
ship, the amount of such loans shall not be treated as a contribution to the 
capital of the Partnership, but shall be a debt due from the Partnership, and the 
arrount of any such loans shall be repayable u:pon such terms and conditions as may 
be agreed and in any event before distributions to partners on dissolution. 

13.02 Limitation on General Partner's Power and Authority. Notwith
standirq anything in this Agreement to the contrary, the General Partner shall 
have no right, power or authori ty to do any of the following: 

(a) Any act in contravention of this Agreement; 

(b) Any act which 'ttOuld make it imr:ossible to carry on the ordinary busi
ness of the Partnership; 

(c) Admit any individual or legal entity as a General partner or Limited 
Partner except as peomitted by law and this agreement. 
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13.03 Exercise of Rights and Powers. The authority of the Genera] 
Partner to take any action required or penni tted under the provisions of this 
Pqreanent shall in all respects be exercised in his sole and absolute discretion, 
provided, however, that the foregoing shall not be construed to allow the General 
Partner to perfonn any act or fail to act in the performance of his duties here
under if such act or omission shall constitute fraud, wanton or wilful rrdsconduct 
or gross negligence. In the event of a dispute among the various general partners, 
the general partners shall vote on a per capita basis. The General Partner shall 
be required to devote only such t~ to the performance of his duties and obliga
tions hereunder as he shall, in his sole and absolute discretion, detennine to be 

. necessary or advisable. It is understcx:>d and agreed that the General Partner 
shall not be obligated to devote his full t~e to the affairs of the Partnership 
and, may engage in other business ventures and investments, wi thin or without the 
minerals recovery field, with persons who may be connected with the operations of 
the Ibnited partnership or others, including conducting activities s~ilar to or 
in competition with those to be engaged in by the Partnership. 

13.04 Indemnification of General Partner. The General Partner shall 
not be liable, resI?Onsible or accountable in damages or otherwise to the Partner
ship or to any Lbn'i ted Partner for any act or anission by the General Partner 
within the scope of the authority conferred on the General Partner by this Agree
ment or by law unless such act or omission constitutes fraud, wanton or willful 
misconduct or gross negligence. The Partnership shall indemnify and hold har.m
less the General Partner fran and against any and all liability, loss, damage r 
cost and expense (including reasonable attorneys' fees) incurred or sustained by 
such General Partner by reason of any act ' or omission arising from his activities 
on rehalf of or in furtherance of the interests of the Partnership, includirYJ, 
but not Ibnited to, any judgrrent, award, settlement and other cost and expense 
incurred in connection with any actual or threatened proceeding or cla~; pro
vided, however, that such General Partner shall not be entitled to indemnifica
tion hereunder if such act or anission constituted fraud, wanton or wilful 
misconduct or gross negligence. 

This Section shall inure to the benefit of any present or former Gener
al Partner, the officers, directors and controlling shareholders of any CorI?<Jrate 
General Partner, the employees and agents of the General Partner, and the heirs, 
executors, administrators, successors and assigns of any of the foregoing. 

13.05 '!he Partnership shall pay the General Partner a managerrent fee 
of not less than $25,000.00 per annum in the first year and $50,000 annually 
thereafter. The nanagerrent fee shall be paid on the date that the Certificate of 
Lind ted Partnership is filed with the off ice of the Secretary of State of the 
State of Arizona and on the anniversaries thereof. 

13.06 Billfred Co. has been inactive and recently became active. A 
Corporate General Partner aids in continuity of the Partnership in the event of 
the death, disability or resignation of an individual General Partner. 

14. LIMITED PARmERS. 

14.01 Limitation of PoNer to Cootrol Business. No Limited Partner as 
such shall have the right or power to take part in any way in the control of the 
Partnership business, except as may be expressly provided herein or by applicable 
statutes, provided that if the General Partner shall have purchased an Interest 
in the Partnership as a Lllni ted Partner, this Section shall in no way restrict 
the rights, obligations and duties of said person while acting in his capacity 
as General Partner. In addition, no Limited Partner shall transact any business 
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on behalf of the Partnership, nor shall any such Limited Partner have the 
power to sign for or bind the Partnership in any manner. 

14.02 Limitation of Liabilities. Notwithstanding anything to the' 
contrary herein contained, the liability of each of the Lbnited Partners for his 
share of the losses or debts of the Partnership shall be lbnited to the total of 
the Capital Contribution of such Lbnited Partner, which shall have been paid or ~ 
payable to the Partnership, plus the proportionate share of such Lbnited Partner 
in the income of the Partnership which is undistributed at the time such losses 
are determined or debts are incurred and his assumption of liability for Partner- &. 
ship indebtedness. In the event that the propJrtionate share of a Limited Part- _ 
ner in the losses or debts of the Partnership is greater than such total, plus hh " . 
pro rata share of debts of the Partnership for which no Partner has any personal 
liability, the excess shall be carried forward and charged against the proportion= 
ate share of such Limited Partner in future net profits of the Partnership. 

15 . [DANS AND ADVANCES BY PARrNERS. 

15.01 Loans to Partnership. If the General Partner determines that 
funds are reasonably necessary for maintaining and protecting the assets of the 
Partnership or conducting its business, the General Partner shall be authorized 
to oorrow funds on behalf of the Partnership on carmercially reasonable terms 
from a commercial lending institution or from one or more of the Partners without 
the notification to any of the other Partners, provided that the borrowing of 
funds from ~ited Partners and conveyance of assets as security therefore shall 
be made only to the extent allowed by applicable law. 

I 
15.02 Priori ty of Loans by Partners. If any Partner loans money to I 

the Partnership, the principal and interest wi th res~ct to such loans shall te I 
fully paid prior to any distribution of funds to the Partners under the terms of 
this Certificate unless such loan contains a specific provision to the contrru::y. 
/my Partner who shall loan rroney to the Partnership under the terms of this 
Article shall be considered an unrelated third party creditor with respect to 
such loan, to the extent allONed by law. 

16. ACCOONTING, RECORDS, BANKING. 

16 .01 Becks and Records. The books and records of the Partnership, a 
fully executed copy of this Certificate and all amendments thereto, a current 
list of the full name and last known business address of each partner, and copies 
of the partnership tax returns and financial statem:nts for the three most recent 
years shall be maintained at the principal place of business of the Partnership _ 
and each Limited Partner shall have access thereto at all reasonable times. The 
bJoks and records shall reflect all transactions of the Partnership and be appro- . 
priate and adequate for the business of the Partnership. The General Partner '> . 

shall cause the books and records of the Partriership to be examined annually ~ 
soon as practicable after the close of each Partnership accounting year by an • 
inde~ndent public accountant or finn of accountants, and the report and opinion 
of such accountant shall be delivered to the Partnership. Unaudited annual finanoo 

cial statements of the Partnership, including a balance sheet of the Partnership 
as of the last day of each Partnership year and a statement of its operations for 
such Partnership year, with such adjustments fran the books and records of the 
Partnership as may be necessary, shall be transmitted to each of the partners 
tcgether with the report and opinion of the independent public accountants of the 
Partnership with respect to such financial staterrents. All records and state
nents shall contain the Lbnited Partnership's tax shelter registration number. 
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17. REPORI'S AND AnJUSI'MENI'S. 

17.01 Reports. The bcx:>ks and records of the Partnership, a fully 
executed copy of this Certificate and all amendments thereto, a current list of 
the full name and last known business address of each partner, and copies of the 
partnership tax returns and financial staterrents for the three rrost recent years 
shall be maintained at the principal place of business of the Partnership and 
each Limited Partner shall have access thereto at all reasonable times. The 
l::x:oks and records shall reflect all transactions of the Partnership and be 

. . appropriate and adequate for the business of the Partnership. The General 
Partner shall cause the bcx:>ks and records of the Partnership to be examined 
annually as soon as practicable after the close of each Partnership accounting 
year by an indeperrlent public accoontant or firm of accountants, and the report 
and <:pinion of such accountant shall be delivered to the Partnership. Unaudited 
annual financial statements of the' Partnership, including a balance sheet of the 
Partnership as of the last day of each Partnership year and a statement of its 
operations for such Partnership year, with such crljustments fran the l:x:>oks and 
records of the Partnership as may be necessary, shall be transmitted to each of 
the Partners tcgether with the report and opinion of the independent public 
accountants of the Partnership with respect to such financial statements. 

Within a reasonable period after the close of each year, a repJrt shall 
be transmitted to each Lbmited Partner indicating his proportionate share of the 
prof i t or loss of the Partnership whether disbursed or not for such year for 
Federal Incane tax ~rposes. All records and staterrents shall contain the Limit
ed Partnership's tax shelter registration number. 

17.02 Special Basis Adjustments. In the event of a transfer of all or 
any part of the interest of any Partner for a consideration in excess of the ad
justed basis for such interest 'for Federal inoame tax purposes, the Partnership 
may but is not required, to elect to adjust the basis of the Partnership proper
ty; provided, however, that in the event of the death of a Partner, such adjust
ment shall be made ooly if the General Partner determines such election to be 
advantageous to the successor in Interest to the deceased Partner. Any adjust
ments made shall affect only the successor in Interest to the transferring Part
ner. Each Partner will furnish the Partnership all information necessary to 
give effect to such election. 

17 • 03 BankirYJ. All funds of the Partnership shall be depJsi ted in a 
separate bank account or accounts in the name of the Partnership as may be 
determined fran time to time by the General Partner to be necessary or desirable 
in cperation of the rosiness of the Partnership. wi thdrawals fran such account 
or accounts shall be made upon checks or other withdrawal orders executed by the 
General Partner, or by any other persons who may be authorized fran time to time 
to make such withdrawa!s by the General Partner. 

" 18. DISSOIlJI'ICN, TERMINATICN AND DISI'RIBUTICN. 

18.01 Dissolution of Limited Partnership. The occurrence of anyone 
of the following events shall cause the dissolution of the Partnership: 

(1) The expiration of the tenn of this Certificate; 

(2) The deteDmination of the General Partners to dissolve the Partnership, 

(3) The appointment of a permanent or temporary receiver of the assets and 
properties of the Partnership and the failure of the General Partner to seek the 
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removal thereof within sixty (60) days after written notice is given to the 
General Partner from the L~ited Partners or any'of them requesting such removal; 

(4) The adjudication of the Partnership as a bankrupt, the making by the' 
Partnership of an assigrment for the benefit of creditors, or the use by the 
Partnership, whether voluntarily or involuntarily, of any debtor relief proceed
ings under any present or future law of any state or of the United States; ' 

( 5) The levying upon or attachnent by process of all assets and properties ~ 

of the Partnership and the failure of the General Partner to seek to dissolve or a 
satisfy such levy or attachment within thirty (30) days after written notice is 
given to the General Partner fran the Limited Partners or any of than requesting . ~ 
the satisfaction or dissolution thereof; 

(6) ··The death, resignation, retirement, dissolution, removal, bankruptcy, 
adjudication of insolvency or adjudication of incompetency of a sole Gen~ral Parte 
ner then in office, subject to the right of the limited partners to vote to 
reform the Partnership and elect a successor General Partner to continue the 
businss of the Partnership in the manner provided in Article 12 of this Certifi
cate; or 

(7) When the entire tonnage of read ore which the Limited Partnership is 
entitled to process under it I S purchase agreanent and license with Jobe Invest
ment Co. has been processed and the net profits therefran have been received by 
the Limited Partnership and distributed to the Partners under the terms of this 
agreanent, then the partnership shall be dissolved, as the limited partners have 
received the entirety of their expectations. If dissolution is had for this rea
son, all partnership assets besides the profits fran the head ore shall pass to 
the General Partners and all partnership contracts with third parties shall be 
terminated as soon as is reasonably possible without prejudice to the rights of 
third parties or creditors in the discretion of the General Partners. 

18.02 Winding Up of the Partnership. Subject to any applicable limita
tions of law, upon dissolution of the Partnership the assets of the partnership 
shall be distributed as follows: 

(1) All of the debts and liabilities of the Partnership to third parties, 
including indebtedness to Partners for loans to the Partnership, shall first be 
paid and discharged; and 

(2) The balance of the assets of the Partnership shall be distributed to 
the Partners as provided in Article 7 and 18.01(7) hereof. 

In no event shall the death of any Limited Partner result in dissolution of 
the Partnership. In the event of the death of any Limited Partner, the personal 
representati ve of the deceased Ljmi ted Partner shall succeed to the Interest of L 

the deceased Limited Partner in the Partnership subject to the rights of any 
assignee of the deceased Limited Partner in and to such Interest, and subject to 
the Itmitations on transfer contained in Article 8 hereof. 

In the event of dissolution of the Partnership, this Certificate shall 
be cancelled and notice to such effect shall be placed on record as required ~ 
law. 

18 • 03 Procedure on Dissolution before Payback of Partners. Up:m 
dissolution under Section 18.02 hereof, each Limited Partner shall look solely to 
the assets of the Partnership for the return of his investment, and if the 
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Partnership property ranalnlI'YJ for distribution to the limited partners is 
insufficient to return in full the capital contributions of each Lnnited Partner, 
such L~ited Partner shall not have recourse against the General Partner or any 
other ~ited Partner. The winding up of the affairs of the Partnership and the 
distribution of its assets shall be conducted exclusively by the General Partners, 
who are hereby authorized to do any and all acts and things reasonably deemed 
necessary or useful for these purposes, provided that the General Partner may 
delegate his obligations under this Section 18.03 to a liquidatiNJ receiver or 
trustee who shall be a bank, or trust canpany, or other entity handliNJ assets of 
the type then owned by the Partnership. The Lirni ted Partners may, by vote of the 
holders of all of the limited partnership units, appoint such. a liquidati~ 
receiver or trustee for the purpose of liquidating the assets of the Partnership 
and any such appointment by the Limited Partners shall supersede the designation 
herein of the General Partner or such a receiver or trustee, appointed by the 
General Partner. The person charged with resJ;X)nsibili ty for winding up the 
affairs of the Partnership after dissolution shall possess all powers granted 
herein or by law to the General Partner including, but not l~ited to, the power 
to sell, transfer or otherwise dispose of any real or personal property of the 
Partnership wi thout the consent of or concurrence by any Limited Partner or other 
person. 

19 • AMENIlv1ENI'S AND PO\lER OF ATI'ORNEY. 

19.01 No alterations, modifications, anendments or changes to the 
Agreement will be effective or binding upon the parties unless the same shall 
have been agreed to by the General Partners and by seventy-five percent (75%) in 
interest of the Limited Partners, except with respect to Admission Arrenanents, as 
provided in Articles 8, 9 and 19 of the Partnership Agreement and any amendments 
necessary to terminate the Partnership and exercise any powers or duties granted 
by law to the General Partner to amend. 

The General Partners will amend the Partnership Agreement at least once 
every thirty (30) days to effect the substitution or addition of any Limited 
Partners as may have been approved and accepted by the General Partners. 

On its own motion or upon receipt of a written request for adoption of an 
amendment to the Partnership Agreement executed by Limited Partners ONnin;1 at 
least twenty-five (25%) percent interest in the Partnership, the General Partners 
will ~lement a plan whereby the Limited Partners may vote upon the adoption of 
such amendment. If Limited Partners holding seventy-five (75%) percent interest 
in the Partnership vote in the affirmative, and each General Partner has consen
ted thereto, the proposed amendment will be adopted and binding upon all parties 
to the Partnership Agreement, and each of the Partners must execute such docu
ments, including an amendment to the Partnership Agreement, as are necessary to 
render such amendment effective. 

19.02 Other Amendments to this Certificate. This Certificate shall further 
be amended by the General Partners without need for linli ted partners' approval 
upon the occurrence of any of the events specified by Arizona law. 

19.03 Power of Attorney. Each Limited Partner by executing a counterpart 
of this Certificate or by executing an Admission Amendment whereby he agrees to 
be bound by the tenns of this Certificate, and each assignee or transferee of a 
Limited Partner accepting such transfer or assignment or executing an agreement 
to be bound by the terms of this Certificate does thereby constitute and appoint 
each General Partner as his true and lawful attorney-in-fact, in his name, place 
and stead to execute, acknowledge, swear to, verify, deliver, file and publish, 
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if necessary: (1) all amendments, alterations or changes to this Certificate, 
includiIYJ amendments adding or substituting Lllnited Partners, if otherwise 
authorized under this Certificate; (2) all instruments which effect a change in 
the Partnership or a change in this Certif ica te i ( 3) all Certif icates or other 
instruments necessary to qualify or maintain the Partnership as a limited partner
ship or a partnership in which the Limited Partners have a limited liability in 
the jurisdictions where the Partnership may conduct business; and (4) all instru
ments necessary to effect a dissolution, termination and liquidation of the Part
nership and cancellation of this Certificate when such dissolution, ter.mination, 
liquidation or cancellation is otherwise provided in this certificate. The power 
of attorney granted by this Section 19.03 shall be deemed coupled with an inter
est and shall survive the death or disability of a Limited Partner or the assign
ment or transfer of all or any part of the Interest of such Limited Partner and 
shall be irrevocable. The power of attorney granted by this Section 19.03 may 00 
exercised by the General Partner for each Lllni ted Partner by listing all of the 
Lllnited Partners executing any instrument with a single signature of the General 
Partner actlng as attorney-in-fact for all of them. 

20. MISCEILANECUS PROVISIONS. 

20.01 Notices. Any notices, payrrent, demand, or carmunication requir
ed or per.mitted to be given by any provision of this Certificate shall be deemed 
to have been sufficiently given or served for all purposes if delivered personal
ly to the party to whan the same is directed, or if sent by registered or certi
fied mail, postage and charges prepaid, addressed as follows: 

If to the General Partner, to their respecti ve address set out in 
Article 4 hereof. 

If to a Limited Partner, to the address of such Limi ted Partner for 
purposes of notice as shall be set forth in the Admission Amendment executed by 
such Lllnited Partner or other Agreement executed by such Limited Partner in which 
he shall have agreed to be round by the tenns and conditions of this Certif ica te. 

Any such notice shall be deemed to be given on the date on which the 
same was deposited in a regularly maintained receptacle for the deI;XJsit of the 
United States mail, addressed and sent as aforesaid. 

Any Limited Partner may change his address for purposes of notice by 
notice of such change given to the General Partner in the manner herein specified, 
and the General Partner :rray change his address for purposes of notice by notice 
given to each of the Limited Partners in the manner herein specified. 

20.02 MeetiIYJs of Partners; Voting. In any matter described in this 
Certificate on which any Partner is entitled to grant (or deny) his consent or 
cast his vote, such Partner may accanplish the same by attendinj any meeting con
vened for all of the Partners entitled to vote on the matter or he may grant to 
any I;erson a special or general power of attorney or proxy to vote for him at any 
such meeting or he may specifically grant (or deny) his consent in writing •. Said 
written consent may be utilized at any rreetiI"XJ of the Partners or it may te util
ized, without a meeting, in obtaining consent of Partners to a matter submitt~ 
to all Partners entitled to grant (or deny) consent on said matter. The Generctl 
Partner may in his discretion convene a rreeting for any purpose, and the General 
Partner shall convene a rreeti~ up::>n receivin] a written consent signed by the 
holders of bNenty-five (25%) percent of the limited partnership units: provided 
that no action taken at any such neetiIYJ shall be binding on the General Partner 
for the Partnership except to the limited extent herein specifically' provided. 
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All votes shall be in wri tinJ, but · if for sane -reason a written vote is lost, 
anitted or not accanplished, this will not cause the vote to re defective; 
the vote in question will be considered as having been given in writing so lOn::J 
as the minutes of the rreeting have recorded the vote. 

20.03 Headings. The headings in 'this Certificate are inserted for 
convenience and identification only and are in no way intended to describe, 
interpret, define or limit the scope, extent or intent of this Certificate or any 
provision hereof. All tenses and gender of YtDrds used here in shall be for 
convenience and shall not affect the construction of this certificate. Singular 
includes the plural and masculine includes the feminine or neuter and vice 
versa. 

20.04 Severability. Each provlslon of this Certificate is intended to 
be severable. If any tenn or provision hereof is illegal or invalid for any 
reason whatsoever, such illegality or invalidity shall not affect the validity or 
enforceability of the remainder of this Certificate. 

20.05 Sole h]reanent. This Certificate and the rx>v.er of attorney con- ' 
tained herein together with Admission Amendments executed by Additional Llinited 
Partners, constitute the entire understanding of the parties hereto with respect 
to the subject matter hereof and no amendment, modification or alteration of the 
tenns hereof shall be binding unless the same be in writing, dated subsequent to 
the date hereof and duly approved and executed by the General Partner and the 
~ited Partners as provided in this Certificate. 

20.06 Application of Arizona Law. Interpretation hereof shall be 
governed exclusively by the terms of the laws of the state of Ari~na. 

20.07 Execution in Counterparts. This Certificate and any amendments 
rereto may be executed in any ntmlber of counterparts, either by the parties here
to and their successors or their duly authorized attorneys-in-fact, wi th the 
same effect as if all parties had signed the sarnedocunent. All counterparts 
shall be construed as and shall cOnstitute one and the same instrument. 

20.08 waiver of Action for Partition. Each of the parties irrevocably 
waives during the term of Llinited Partnership created hereunder any right that he 
may have to maintain any action for partition with respect to the property of the 
Partners and Partnership. 

20.09 Acknowledgement of Contract with Affiliated Parties and W:iiver 
of Lien Rights. 'n1e Partners ' hereby acknowledge the existence of an executory 
contract between the Partnership and Jobe Investment Co., an Arizona corporation, 
arrl an affiliate of the General Partners, whereby the Partnership will pay cer
tain of it's capital to Jobe in exchange for certain head ore and the non-exclu
sive license for use of certain land and facilities for operations to be conduc
ted on Jobe' s land. In that a;;Jreement, the Partnership expressly waives any lien 
or ownership rights of any kind as to the real property in question, any stock
piled or in process ores until they have been identified as the Llinited Partner
ship's ore by their use in production, and all real estate fixtures or personal 
property of all kinds, including notorized equipnent and tools which may have 
been purchased or improved with partnership capital. 

20.10 Binding Effect on Successors. SUbject to the lbnits on transfer
ability and assignment contained herein, each and every of the covenants, terms, 
provisions and a;;;reenents here in contained shall be binding upon and inure to the 
benefit of the succe;sssors, transferees, heirs and assigns of the respective 
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parties hereto. Any reference to the General Partner herein shall te deaned to 
refer to the General Partner or Partners then in office. 

20.11 looependen t Acti vi ties. Each General Partner and each Limi ted 
Partner, notwithstanding the existence of this Certificate, may engage in what
ever activities they choose, whether the same be competitive with the Partnership 
or otherwise, including without limitation,the acquisition, ownership, financing, 
syndication, developrrent, exploration, mining, improvement, leasing, operation 
and managernen t of mineral properties wi thout having or incurring any obI iga tion 
to disclose or to offer any interest in such activities to the Partnership or any 
party hereto. 

21. DEFINITIONS. 

21.01 Proceeds. Proceeds shall include all funds rece i ved by the 
Partnership fran any source including, but not limited to: contributions to 
capi tal, rents, interest, operation of the Partnership business, oorrowing and 
insurance. 

21.02 Partnership Operating Costs. Operating Costs shall include all 
cash expenses and payrrents made by the Partnership for any purpose other than 
distribution to the Partners includin,;}, rut not · looted to: management fees to 
the General Partner, payments of proceeds to Arizona Chemical Canpany or other 
operator or contractor, sales taxes, reasonable and necessary business expenses 
such as management fees, principal and interest payments incurred in any borrow
ing, refinancing, or sale of all or part of the property owned by the Partnership, 
lease payrrents, paynents to a contract mining canpanYi and the acquisition of any 
capital asset. 

21.03 Cash and Prcduction Proceeds Reserve. Cash and Prcduction Pro
ceeds Reserve of the partnership shall be that anount reserved by the General 
Partner to maintain the Partnership in a sound financial position with the 
abili ty to meet its carmi tments when due, includinJ reserves necessary to pay 
outstanding debts, taxes, insurance, repairs, capi tal improvements, accountiI'X] 
fees, legal fees, survey costs, and all other costs and expenses incident to the 
business of the Partnership and funds for any contingencies that the General 
Partner deems necessary to cover with reserves. 

21.04 Cash Flow. cash Flow for any Partnership fiscal year shall rrean 
the Proceeds of the Partnership for such fiscal year in excess of the OperatirY] 
Costs and changes in Cash and Prcduction Proceeds Reserves for such fiscal year. 

21.05 Capi tal Account. As to any limited partner uni t , this account 
will consist of credits for unit I s Capital Contribution, and debits for any 
return of capital and for any share of Llinited Partnership Profits, and also 
debi ted by his share of any Limited Partnership deductions and Loss and Distribu
tions of Lnnited Partnership cash to such Partner. 

21.06 Capi tal Contribution. The total value of noney, assets or 
services contributed to the Llini ted Partnership, by a particular limi ted partner 
uni t, all Partners or any class of Partners or any one Partner (or the precedes ... 
sor holders of the limited partnership units of such Partner or Partners), as the 
case may be. 

21.07 Net Profits and Net Losses. Net Profits and Net Losses for any 
Partnership fiscal year shall be the amount of such Net Profits or Net I.osses as 
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shown on the Partnership's Federal incane tax return filed for such fiscal 
year. 

21.08 Head are shall mean the tonnage of are that the Lirni ted Partner
ship is -entitled to process under it's purchase agreement and non-exclusive 
license fram Jobe Invesbment Co., amounting to seventy-eight (78) tons for each 
uni t sold. Head are shall be identif ied and ti tIe to it shall pass to the 
Limi ted Partner when said ore is processed in production, not preliminary , 
operations. 

21.09 Limited Partnership Unit (LPU). One of the minimun of 50 and a 
maxbnum of 200 units sold by the partnership. 

-21 .10 Partners. 
limited partners. 

Partners shall rrean all general partners and all 

21.11 Offering Memorandtrrn. The OfferiNJ Manorandurn is the Private 
Placement Memorandum for La Paz Precious Metals Limited Partnership dated August 
1, 1985. 

IN WITNESS WHEREOF, the undersigned have hereto set their hands and seals, 
all as of the day and year first above written. 

Signed, sealed, sworn to, and delivered in the presence of: 

GENERAL PARmER: 

Witness Frederick E. Kallof 

BILLFRED CXl-1PANY 
Notary Public 

BY: 
--------~~~~----~~~----------Frederick E. Kallof 

President 
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SUBSCRIPTlOO AGREEMENT 

To the Designated General Partners for La Paz Precious Metals Lnnited Partnership, 
a Lbnited Partnership to be for.med under the laws of the State of Arizona: 

I hereby subscribe to Units of Lnnited Partnership Interest in La Paz 
Precious Metals Lirni ted Partnership, a lind ted partnership to l:e formed by you 
under the laws of the State of Arizona (the "Partnership"), valued at $5,-000 cash 
or noncash capital contribution fer Unit as described in the Private Placement 
Memorandum dated August 1, 1985, for a total investment of $ • (and/or 
for contribution of the assets or services described in the executory contract v 

between myself and the General Partners on behalf of the Partnership attached ~ ~ . 
hereto and made a part hereof by this reference.) 

I represent and warrant that I am acquiring the Units for my own account, to 
hold for investment, with no present intention·of dividing my participation wi~ 
others or reselling or otherwise participating, directly or indirectly, in a 
distribution of the Units, and I shall not make any sale, transfer or other 
distribution of the "Units in violation of the Arizona Securities Act or the rules 
and regulations pranulgated thereunder or any other applicable state securities 
statute or regulation, or in violation of the Securities Act of 1933, as amended 
(the "1933 Act"), or the rules and regulations pranulgated thereunder by the 
Securities and ExchaN]e Canrnission (the "SEC"). 

I have been advised that the Units have not been registered under the 
Arizona Act in reliance upon the exemption set forth therein, or have not been 
registered under the securities laws of any other state in reliance upon applic
able exemptions therefran and that the Units are not being registered under the 
1933 Act on the grounds that this transaction is exempt fran registration under 
Section 4 (2) of the 1933 Act and the rules thereunder as not involving any 
public offering. I have been further advised that reliance by the General 
Partner en such exemptions are predicated in part on my representations set forth 
in this Agreement. 

I agree that I may not sell, transfer or disI;Ose of the Units unless I rreet 
the prerequisites set forth in the Limited Partnership Agreement. 

I further represent and warrant to the General Partners that: 

(a) I have carefully read and understand the terms of this SUbscription 
Agreement and have to the extent I felt necessary discussed its requirerrents and 
other applicable lirni tations upon my resale of the Uni ts wi th my counsel. 

(b) I have read and understand in its entirety the Private Placement Mernoran
dun dated August 1, 1985, and have had the opportunity to ask questions and 
receive answers atout the offering and to obtain additional information for veri
fication purposes. I hereby represent and warrant that I am twenty-one (21) 
years of age or older and that I satisfy the standards of suitability set fo~ 
in the Private Placement Memorandum. 

I hereby irrevocably constitute and appoint the General Partner with full 
power of substitution, as my true and lawful attorney, in my name and place to 
execute and deliver in my behalf the Limited Partnership Agreement in the fonn 
and substance as is attached as an exhibit to the Private Placement Memorandun 

EXHmIT D 

D-l 



r 
arid to execute, verify, fil.e, and record the Certificate of Limited Partnership 
and any amendrnentsthereto and to do all other thin;,s in my name and place 
required to for.m and maintain the Limited Partnership under the laws of Arizona. 
This power of attorney shall be deemed coupled with an interest, shall t:e irrevoc
able and shall survive my death or incapacity. 

I hereby enclose my check in the amount of $ payable to II La 
paz Precious Metals Limited Partnership Trust Account", as cash capital contribu
tion for the Units subscribed. by me or I hereby sutmi t the executory agreement 
attached hereto as my ooncash capital contribution along with my check, as 
aforesaid, for any difference. I understand that this deposit and originals of 
all executory contracts shall be returned to me in the event that this Subscrip
tion Agreement is not accepted by the General Partners or in the event that the 
Partnership is not fanned as contanplated herein. I also agree to perform the 
executory contract upon the partnership's formation in consideration of accept
ance of this subscription and the contract. 

This Subscription shall be bindin;;} upon the Partnership only when approved 
and accepted on behalf of the Partnership by the Designated General Partner and 
up:>n it I S formation. Fbrmal status as a lin'li ted partnership will be achieved 
only upon filing by the General Partners an amendment to the Certificate of 
Lllnited Partnership naming you as a Limited Partner. 

D:lted: ---------------------
(Signature) 

(Name - PLEASE PRINT) 
Sworn to and subscribed 
before me this day l\MXJNI' ENCIDSED: S -----------------of , 198 • 

N:n'ARY RJBLIC Witness 

APPROVED & ACCEPTED for La Paz Precious Metals Limited partnership this 
day of , 198 • -----

BILLFRED co. 
~:--~~~~~~~-----

F.Dederick E. Kallof 
General Partner By: __________________________________ ___ 

General Partner 
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Admission Amendment 
To The 

Certificate and Agreement of Lbnited Partnership 
Of 

IA PAZ PRECICXJS HETALS LIHITED PARTNERSHIP 

THIS AG~~ is made and entered into as of this day of , 
198 , by and among Frederick E. Kallof and Billfred Co. (the "General Partners") -
and- the Additional Limited Partners, whose names appear on the Signature Pages .' 
attached hereto, ("Additional Limited Partners"), for the puq:ose of amending the 
original Certificate and Pqreement of Limited Partnership (the "Original Certifi- ~ 
cate n

) of La Paz Precious Metals Lbnited Partnership (the "Partnership"), an ' . 
Arizona Lind ted Partnership. The Original Certificate was filed in the Office 
of the Secretary of State, in Maricopa Ccunty, Arizona, on , 1985 and 
recorded in Bcok ,Page in the Lbnited Partnership Records in the 
Office of the Secretary of State. This Agreerrent is for the purp:>se of adrnitti~ 
the Additional Limited Partners to the Partnership in the manner and up::>n the 
terms set forth in the Original Certificate. 

WITNESSETH 

WHEREAS, the General Partners have heretofore caused the Partnership to be 
fonned upon the terms set forth in the Original Cer:tificate; and 

WHER&\S, the Original Certificate provided for the admission of Additional 
~ited Partners into the Partnership by amendment of the Original Certificate in 
the manner therein set forth; and 

WHER&\S, the Additional Limited Partners desire admission to the Partnership 
in accordance with the tenms and conditions of the Original Certificate and have 
executed their Signature Pages attached to this Mnission Arrendrrent for the 
purpose of gaining admission to the Partnership; and 

NOW, THEREFORE, in consideration of the premises and of the mutual covenants 
herein contained, the parties hereto, after being duly sworn, do hereby agree and 
certify as follows: . 

I. Admission of Additional Lbni ted Partners. The Addi tional Limited Part
ners are hereby admitted to the Partnership in accordance with the terms and 
conditions of the Original Certificate as amended. 

II. Adoption of Original Certificate. The Additional Limited Partners 
hereby each adopt, accept, ratify, confirm and agree to be tound by the terms and 
provisions of the Original Certificate and to perform all obligations therein 
~sed upon Limi ted Partners with respect to the Uni ts of Limi ted partnership 
Interest ( the "Uni ts n ) subscribed by each of them. Each Addi tional Limi ted 
Partner hereby further, without limitation of the foregoing, adopts, ratifies and 
confirms the appointment of the General Partner as his agent and attorney-in-fact 
for the purposes ' and to the extent set forth in the Original Certificate. 

III. Aroondrnent to Provisions of Original Certificate. The original Certifi
cate is hereby specifically amended to include the names and residence addresses 
of and amounts of cash contributed to the Partnership by each Additional Lbnit~ 
Partner. Each Additional Limi ted partner's share of prof its shall be as pro
vided in the Original Certificate in accordance wi th his contribution. 

EXHIBIT E 
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IV. Recertification. Except as herein specifically amended, the Original . Certificate shall remain and continue in force and effect. 

GENERAL PAR'INER 

BY: 
------------~-----------------------Frederick E. Kallof \vitness 

BILLFRED CCMPANY 

~tary 

BY: ------------------------------------
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Signature Page to Admission Amendment to Certificate and Agreement of 
Limited Partnership of La Paz Precious Metals Limited Partnership executed by 
Additional Limited Partner. 

The undersigned hereby executes and seals this Admission ...Amendment ( the -
"Amendment") to the Certificate and N:]reement of Limi ted Partnership (the "Certi
ficate") of La Paz Precious Metals Limited Partnership (the "Partnership"), an 4> 

Arizona Limited Partnership and subject to acceptance by the General Partner, ' · 
does hereby adopt, ratify, confirm and agree to be round by all of the tenns and 
provisions of the Certificate as herein amended. 

'!he undersigned hereby appoints the General Partners as his attorneys-in
fact with full power of substitution to attach this signature Page to the Amend
ment, all of which he shall file and record as required. '!his I;X)wer of attorney 
shall be deemed coupled with an interest, shall be irrevocable and shall survive 
my death or incapacity. 

I:ate: ------------------------

~. of units subscribed by 
Additional Lbnited Partner: 

Value of Capital Contribution 
of Additional Limited Partner 
$ 
~~~--------~~--~-($5,000 x No. of units) 

NAME: ---------------------------------------(Please Print or Type) 

SIGNATURE : ____________ (SEAL) 

SCCIAL SEaJRITY m: 

RESIDENCE ADDRESS: 

Signed, sealed, sworn to and delivered in the presence of: 

rbtary Public Witness 

ACCEPTED BY GENERAL PARTNERS this day of , 198 • ----- ---------------

Frederick E. Kallof 

BILLFRED Ca1PANY 

BY: 
----------------~-----------------------

GENERAL PAR'INERS 
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'!HIS SECURITY MAY CNLY BE TRANSFERRED AFTER cn1PLIANCE WITH THE PROVISICNS OF THE 
CERTIFICATE AND AGREEMENT OF LIMITED PARINERSHIP, WHICH Im;JUIRES THE CONSENT OF 
THE GENERAL PARmERS AND THE LIMITED PAR'INERSHIP' S COUNSEL. nilS SECURI'IY HAS 
Nor BEEN REGISTERED FOR SALE UNDER THE SEOJRITIES ACT OF 1933, AS AMENDED. THESE 
SEaJRITIES HAVE NOT BEEN REGISTERED FOR SALE UNDER THE ARI ZONA SEaJRITIES Acr, AS 
.AMENDED (THE UAcrtt

) , IN RELIANCE Ul?CN THE EXEMPTICN FRCl-1 REGISTRATION PROVIDED 
'rnEREOF. 'IHESE SEOJRITIES MAY Nor BE SOLD OR TRANSFERRED EXCEPT PURSUANT TO 
l\N EFFECTIVE REGISTRATION STATEMENT UNDER SUCH ACTS OR IN A TRANSACI'ICN WHICH IS 
EXEMPT OR arnERWISE IN CCMPLIANCE WIlli SUCH Acrs • 

E-4 



· LA PAZ PRECIOOS METALS LIMITED PARTNERSHIP 
SUBSCRIPTICN INSTRUCTICNS 

A. Investor Qualification Letter 

B. Offeree Representative 
Questionnaire 
(if appropriate) 

C. Subscription Agreement 

D. Signature Page to 
Admission Amendment 
to Certificate and 
Agreement of Limi ted 
Partnership 

Payment 

Deliver all items 
~ and payment to: 

Units will be offered and sold only to quali
fied investors who have completed and deliver-
ed to the General Partner an Investor Qualifi
cation Letter. The purpose of this letter is· 
to provide information as to the suitabilitY-' 
of subscribers pursuant to the requirements of 
Rules thereunder and Section 4(2) of the Secu~~. 
ities Act of 1933. It is understood that the 
information provided is confidential. 

The Offeree Representative Questionnaire must 
be completed by each subscriber's Offeree Rep
resentative (s), if any. 

Canplete and sign SUbscription Agreanent. A 
copy of the SUbscription Agreement is provided 
as Exhibit "D" to the Memorandum and should be 
read in its entirety. It contains various 
statements and representations of subscribers. 
You will be sent a copy of the entire Subscrip
tion A,Jreernent accepted by the General Part
ners after your admission to the Partnership 
as a Lllnited Partner. 

Conplete and sign the Mnission P1rencl:roont to 
Certificate and Agreement of Lllnited Partner
ship Signature page. Proper notarization is re
quired. A copy of the Lllnited Partnership Agre~ 
rrent is provided as Exhibit "e" to the Memoran
dum. 

$5, 000 per Unit payable to "La Paz Precious 
Metals Limited Partnership Tiust Account" or 
the submission of an executed written contract 
to provide gocds or services meeting wi th the 
approval of the General Partners and/ or cash. 

La Paz Precious Metals Lbnited Partnership, 25 
W. Thomas Road, Phoenix, Arizona, 85013 
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RESCISSICN INFORMATICN 

}\NY PERSOO WHO PURCHASES THE SEOJRITIES OFFERED HEREBY SHALL HAVE THE UNQUALIFIED 

AND UNVJAIVABLE RIGHT TO RESCIND SUCH PURCHASE WIlliIN THREE BUSINESS DAYS OF THE 

.. EXEaJTION OF A WRITTEN M:;REEMENT TO EUROIASE AAY SEaJRITIES OFFERED HEREBY, THE 
£., . ,,' 

DELIVERY OF A COOFIRMATIOO OF SALE, OR lliE PAYMENT FOR ANY SEaJRITIES OFFERED 

HEREBY, WHICHEVER SHALL OCCUR FIRST. 

RESCISSICN MAY BE ACCCl1PLISHED BY ca1PLETING AND DELIVERING BY HAND OR CERTIFIED 

MAIL '!HE FORM LE'ITER APPEARING ON THE NEXT PAGE OF 'IRIS MEMORANOOM TO WE PAR'INER-

SHIP AT: 

IA PAZ PRECIOOS METALS LIMITED PAR'lNERSHIP 

25 West 1hanas Road 

Phoenix, Arizona 85013 

EXHIBIT G 

G-l 



Frederick E. Kallof, General Partner 
La Paz Precious Metals Lilnited Partnership 
25 Wes t Thanas Road 
Phoenix, Arizona 85011 

[;ear Sir: 

By this notice, the undersigned does hereby exercise the right to rescirrl 
the purchase of Units of Limited Partnership Interest in La Paz Precious 
Metals Limited Partnership upon which the undersigned has advanced or paid a 
total monetary consideration of $ ----

This rescission is be ing made by delivering or mailing this notice wi thin 
three (3) business days of execution of a written agreement to purchase the atx:Ne 
partnership interest, the delivery of a confirmation of sale, or payment or 
suhnission of an executory contract for said ownership interest, whichever 
cccurred first. 

The undersigned understands that wi thin seven (7) days of receipt of this 
ootice by the General Partner, he is entitled to a return of, and/or recission of 
the executory contract, all monies advanced or paid by hbn for said partnership 
interest. '!he undersigned also understands that he shall also be returned, 
wi thin said seven ( 7) day period, any document he has signed evidencing his 
obligation to make a future payxrent and/or deliver gocds or services for said 
partnership interest • . 

The undersigned further understands that no r::erson connected with the sale 
of said partnership interest shall contact him for the purpose of influencing the 
withdrawal of this notice of rescission or for the purpose of making further 
sales of partnership interests prior to the return to him of all consideration 
given by hDn for said partnership interest. 

(Signature) 

(Street Address) 

(City, State, zip Code) 
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ALVIN C. JOHNSON, JR., PH.D. 
EX"L.ORA TlON GEOCHE ... IST 

, 707 EAST WEBER OAtvE. SUITE 8 
TE ..... e:. ARIZONA 85Z8' 

"HONE: (e021 S2s.-1 ~2~ 

.~ ~ 
~'. ;~f SUMMARY REPORT ON MINERAL HILL PROPERTY, LA PAZ COUNTY, ARIZONA 

~ . '.: . Introduction 

'. ' ,' 

.' " ~ : 

.. ' 
.' 

• ): . 

~; 

The purpose of this report is . to summarize the. precious element 

extraction work performed to date on the tailings and reserve piles 

located at the Mineral Hill copper property in La Paz County, Arizona. 

This work was done under the auspices of Mr. Fred Kallof of ~hoenix, 

Arizona~ 

Testing and Evaluation 

This project was ~pecifically structured to test a variety of precious 

element concentrating and recovery techniques on various tailings and 

reserve piles located on the Mineral Rill property. These piles contain 

in excess of 1,000,000 tons of ore measured and considerably more than 

this that has not been accurately measured. Preliminary fire assay 

. analysis indicates · a Au content of between 0.25 and 0.50 Troy ounces per 

ton and a Ag content of from. 2 to 5 or . more Troy ounces per ton. It was 

j found during the fire assay analyses that platinum group elements were I 
~ likely present in significant amounts (see enclosed article). Subsequent 

high temperature emission spectrographic analysis clearly demonstrates 

the presence of Au, Ag, and all six of the platinum group elements in 

these ore piles. 

Two general· methods of concentrating the pre~ious element values from 

the ore piles were evaluated: a) gravity ·· concentration, and b) chemical 

leaching. 
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a) Gravity concentration. Approximately 2,500 pounds of random samples 

from the are piles were gravity concentrated by a combination of 

impact milling and Wilfley table concentration. The total table 

concentrates (fractions 1 through 3) consisted of 78 pounds. The 

precious element values showed an increase in value per ton in these 

concentrate~, but the values in the tailings comprised almost 50 

percent of the total values of the m~ll heads. For this reason gra~ity 

methods of concentration are not recommended for this are. 

b) Chemical leaching. A number of leach tests were made using NaCN and 

also thiourea as the primary chemical. In general the use of NaCN 

was not satisfactory. 

With a 10 hour agitation time,' thiour,ea at a concentration of 12 

pounds per ton of water yielded 0.15 Troy ounces of Au and 3 Troy 

ounces of Ag per ton of head ore. The platinum group content in these 

recovered values was not analyzed for. The use of thiourea with this 

type of ore ~uld require batch leac~ing with agitation. 

Due to the refractory nature of the ore at the Mineral Hill 

property a proprietary leaching chemical, which is an organic chelating 

compound, was tried ,on a number' of composite samples from the are 

piles. This chelating com!,ounci-, referred to as CAT-2, is non-pathogenic, 

environmentally safe, and easily, applied in a leaching system. 

Experimentation with the CAT-2, compound indicates that a leaching 

retention time of appr~ximately 30 minutes with agitation will achieve 

the maximum prec,ious element: rec~very with this system on the Mineral 

Hill are. The removal of the precious' elements, and other contained' 
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elements from the CAT-2 solution is done chemically with the use of 

a sodium sulfide-bearing complex. These precipitates, dried and roasted, 

consist of from 1 to 15 percent precious elements. The Cu content 

of these precipitates is approximately from 5 to 15 percent. Following 

are average values of precious elements in the precipitates from 

the CAT-2 leaching of the Mineral Hill ore piles. These values were 

obtained with high temperature emission spectrographic analysis. 

Element Troy oz/ton head are 

Ag - 1.2 

Au 0.07 

Pd 0.04 

Pt 0.11 

Ir 0.35 

Os 0.31 

Rh 0.12 

Ru 0.32 

Based on the average metal prices in November, 1984 as published 

in the Engineering & Mining Journal the gross value per ton of head 

ore for the Mineral Hill ore would be approximately $670. 

It is estimated that for a pilot plant capable of running 5-10 tons 

of head ore per hour the CAT-2 chemical cost would be approximately 

.. $20-25 per ton of are .. Depending on the recovery in the CAT-2 leaching 

. solution the cost of the sodium sulfide-bearing precipitating chemical 

should be approximately $15-25 per ton of head are. The sulfide 

precipitates Irom the ' chelate leach system will probably have to be 
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thermally reduced to metal in an inert atmosphere prior to sale or 

further refining if so desired. 

SUbmitte:, », 
Jr. ,~·.D. 

Respec tively 

~ 
Alvin C. 
1/21/85 

., 
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A.S.T. LABORATORIES, INC. --- . - ATOMIC SPECTROSCOPY & TESTING -

• it 

lJcm iO.<Qt& ~S1JlXX:a1a • SCOTTSDALE. AZ 85260 • (602) 948-6907 7340 E. SWeetwater Ave. . . 

CERTIF1ED TEST REPORT 5311 
October 26, 1984 HEAT NO: 

~OMER: ~ffi.P.Z. KALLOF. P.A. PART NO: 

,;UR P.O.: Verbal (Dr .A..Johnson) 

Ore (Concentra~e) 

o Metallographv o Hardness 

Lead 'lias used as 
AniU.ysis o~ 

Ag 161 
Au 96 
PO. 64 
Pt 193 
Ir )211 
as 160; 
Rh 257 
Ru 1766 

1 ppm • • 029 ozs/t 
All values in ppm 

SIN: 

SPECIFICATION: 

a collector of No b..le ;'iletals 
?b-3u~on for Ag,~u ~ PGEYS 

C.~/-r 
A~ ~,GI 

-' Au. -. -; 9' 
0"- I • (; 

Fd \ .8G - :.~ ') p..!.. -' -
I q- . ~ 

if .:; . I ""-

"G ::::.,::::, ,"' ...... ~ 1_--' . .J....::, 

lZ~"' 
-w.~ / .. -

Ru . -I -:; I~ i 
J 

Tha e.lemen't3 shown ar9 in the vahes indicated and are nr~1!'en1: ill the sampJ.e in an uncombined sta~e .. or in phy'sicaJ. cOmbination with other ma. terial; or in a chemical com~ound wi th ot.~er e~e~ents" Such. e~ements asa:y- or may not be recDverahle in the q,uan'ti ties indicated • 

. ~toorts u.·suomlttecl AI tne confident'" cwooertY of CUents. AuttlorlUtlon tat' gUbliculon of our reooru.. conClUSiOns. or extrac:u hom M NlPrcUftCJ .11 il reterYed genesln., our wntteft ao~ as. mu~ grotectlon to cUents. the gUbliC ~na oursetves. 



BRe 

Fred Kallof 

BAHAlVrI-.~~ REFINING CORPORATION 
CUSTOM REFINERS. CO~lPLETE A...~ALYSIS &: FLOWSHEET DESIG=-r 

9222 N. 14TH AVE.. PHOENIX. ARIZ. 8~021 
TELEPHONE (602) ~9-9702 

August 15, 1985 

Jobe Investment Coo 
P.O. Box 7765 
Phoenix, AZ 85011 

Dear Mr. Kallof: 

Attached is the report showing our recovery on your Sample using 

the Synergistic Recovery System Lab Bench test. The button we recovered 

is taped to the attached sheet. Please call if you have any questions. 

it.~~ 
President 

FF:kt 

ENe. 

As a mutual protection todi.nn. the public ond this corporotion. thiueport is submitt.d and accepted for the .1Ic:1usiv. us. of the cli.nt to ... hom it is oOciresJed QIId upon 
the conoition that it is not to b. uHd. in ... ;'oi. or in pOrT, in any adv.rTisinq or publicity matter without prior written authorization from this co'?Oration. 

,. I 
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CUSTOM REFINERS. COMPLETE ANALYSIS & FLOWSHEET DESIGN 

8222 ~. l-'TH A YE.. PHOE...~IX. ARIZ. 85021 
TELEPHONEI~I~~~ 

NAME: ___ F_R_E_D __ KA __ L_L_O_F ______ J_O_BE __ I_N_V_. __ CO __ • ___________ D_AT_E_: ___ A_u~g~u_s_t __ l_4~. __ 19_8_5 ________ __ 
ADDRESS: P.O. Box 7765 Phoenix. AZ 85011 ---------------------------------------------------------------------------------8y hydrochemical and ferometallurgical methods, the actual values recovered from your sample are as f;)llows: 

~ a.ple 

SAMPLE 

Au Oz/T Au Value Ag OziT Ag Value Pt Group 
@ $325 @ $ 6.25 Indication 

.11 135.75 .29 1 1.81 1 +++ 

.. .. .. .. .. .. .. .. .. .. .. ...... .. .. .. .. .. .. 
Based on your sample, thp. theoretical gold recov~rJ fer 
various lethods commonly used is as follows: 

Cyanide Hea~ Leach 30 % of fire recovery. 

Flotation 65 % of fire recovery. -----
Specific Gravity 95 % of fire recovery. ----
The average theoretical recovery LOSS of gold values 
us ing the above lIethods is 5 % to 70 % • ...................................... 

Total Value 
Per Ton*"*' 

1 $37.56 

Using the SYNERGISTIC RECOVERY SYSTEM, the total values recovered from your sample are as follows: 

Sample 

SAMPLE 

Au Oz/T Au Value Ag Oz/T 
~ $ 325 

Ag Value Pt Group 
~ $ 6.25 Indication 

+++ 

The SYNERGISTIC RECOVERY of Au is 1875.4% of fire recovery on your sample. 

Total Value 
Per Ton*"*' 

$673.73 

This represents ADDITIONAL GOLD VALUES of $ 634. 73 ITon using the SYNERGISTIC RECOVERY SYSTEM. 

The SYNERGISTIC RECOVERY SYSTEM test we have done for you, while it is a three day lab test, is the 5ame procedure at that used in the continuous flow production plant, except for the following: 

1. Physical size of the vats • 
. 2. The lab is a batch procedure; the plant is continuous flow. 
"3. A standard che.ical formula is used in ~he lab, whereas the chemical 

formulation -used in a plant is fine-tuned to the ore being processed • 
• 4. Gold recovery is generally higher in a plant than in the lab. Sufficient 

data is not available to determine differ~nces (if any~ in the recovery 
of silver or platinum group metals. 

**Not including Pt group value, if any. 

\ 0 mUfuoi proteCTion to die"rs. tl'l. cuclic: ono tnis coroorotion. tnis reoort is suCmitt.d and occ:.cted for tne exclusive use of tl'l. c:lienT to wnom ;t is odcir.n.ci ana ucon ,. condition t"or it i, nOT to o. u.eO. in wnoi. or in OOff . in any Odv'rTisinq or puciic:itv mott.r wirhout crior wnfT.n oumorizarion rrom rl'Ii~ c:orooroTion. 



" --

COPPE "R STATE ANALYTIC,AL 
1 

KLF International, Inc 
25 West Thomas Road 
Phoenix AZ 85013 

At~n.: Mr. Fredrick E. KalloT 

SaIOP leo Au 
No opt 

p,:J.J1 -:. 
, ,~~t.~ #1 9.ee3 
.~ 

~ t..l::rB lack Crys 00065 

~ . 
~ - I~)prec.l. P • 0.1301 

LAB, IN C. O.A. SHAH 
AX Rca. lIeaee 

REGISTERED ASSAYER 

710 E. EVANS. TUCSON. AZ aS713 

A9 Pt 
opt opt 

0.06 0.013:3 

0.52 0.050 

<0.05 <0.0e 

End OT Rep,:>rt 

J,:::)b ;·tc;: 003747 .( ( 
D.a.te Re·:::'·)d.: 06/14/8 
Re-portead: 06/25~'''85 1 

Proj~ct~ N/A 11 
InVOlce#: C 4374 ~ I 

{ 'L ,d ," , ~. 

~ 
I 

If 
f;~ 

jl 

I 



nORTH RmERICRn LRBORRTORIES, Inc. 
C E R T IF I C A. T E 0 ~ - A N A LY SIS 

r~ 
~a~ .-
- ~l lent Name: Fred Ka L Lof 
It. 

"0' Address: P.o. Box 7765 
~ Phoenix, AZ 85011 

_k- Telephone : 285-0921 
l 

j Jbmitted by: Fred KaLlof 
It Ie R e c e i ve d : 6/11 /85 

Client 1.0. Lab # Au 

Job Number: MA-2072 
Date: June 30, 1985 

Copies to: 

Additional Info: 

ICP and AA 
~ Pt Pd Ir Rh Ru 

~~ " 
--------oz/ton---------

i ~wAJ 
.006 b lOre 1 .03 <.1 <.1 <.5 <.5 <.5 

R~Roasted Cond. 2. .367 .32 <.1 <.1 <.5 <.5 <.5 
(!t- l "AST" Treatment MHM3 .012 .31 <.1 <.1 <.5 <.5 <.5 

1 
J ~e ' analyses are based on materials supplied by the client to whom and for whose 

,:Lusive and confidential use this report is made. North American Laboratories, 

i' 

) ~, .and its officers and employees assume no responsibility and make no represen
~ons as to the productivity ·Or. profitab-ility of any mineral deposit ·in connection 
, which this report is made. 

~ill store the PULPS for ONE YEAR in case you desire further anaLysis. They will 
returned to you if you so request or be discarded after one year. 

mineral and Water Rnal~fif 

1022 Weft 23rd StreetoTempe.Rz. 85282 0 (602)894-0919 
rs>.qrmn@nii'- -II- -. - - ... -- .- ---. -- - -- ----- .. - .---------
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REFINING & CASTING INC. 
3064 N. 30th Ave. Sulle 113 

" PhoenIx, ArIzona 85011 

(602) 278·GOlD 

\..-~~.w~~,' c~ d,.' .h ""- \ 
r - QJ'w'8" DNo Altaclwtd 0'0" •• 

ShIppIng No. AeceMngNo. 

Account Execulfve 

PRODUCT OROSS BOUGHT ESnMATE ESTIMATED SPOT TOTAl HERNE COHflRU 
TYPE RECEMNG OUTRIGHT ~ ouuctS Pklce VALUE NUMBER 

WEIGHT PURE 
rAJ (8) (q (0) IE) (f) (0) ~~ (I) 

"-:1' ]~O/~l.\ '1)<;Oh-ol \ 1).~,(., •. , ( 6.'S'O it1(' 
I 

2;,' '". 

" " I 3. 
It. 
j . 
I 

I 4. 
I 

5. 
" 

) - , 

I 6. 

(P) CHARGES AND PAYMENTS RESERVED fOR INTERNAL U8E .. 
~ -(1~) 

A~y . '':1 ' 

rISc'Co~ \.'0"""' C\ ~,~ '\<' VI' ~ 
Handling 

Shipping ()~ 0. c\I'---~ 

Melting / (~o\ t) \~, 5 0"2./\(';''''-
Processing 

OL.. /TolA ~.\, \Je '[' 
Hedging 3.d 
Other ¥ \ . ' e.c'""') I-T", C~~- (\ U '(J 

TOTALS 
-\-<o. ~ ~_ 

~ 

PAYMENTS DEFINITIONS 
Net Due long - Customer II owe~ OlIncel by Standard Mint , 
aUler Charges (P) S Short· Customer owel Standard Mint ounces 
Due to Client Long/Short derived by Ilibtrictlng 
Dale , Col IL) from Col tE) 
How Paid: [LCaSh o Check Settlement ounces • Cot (J) x Col tK) 
o Partial o In Full 

' " 

- --. -"- .. ,--........ '-" 1'1"·" ?' I '.'.111;l:r, 10 eucn MIl'."_' •. 'n accotdan_ ... n" ''',.' \ \ 
w ... an' .nd '."' ••• n'.",,,,,,,_ '''ti " 8~.",", n.n"~~ ...... C-.\,"- tno.. ~ •• '.CMft . : 

ONo 
M T.N£R 11' ~Tl , M..I...N.E". 

~t:p:Nam\ Y2 r"\JQ~~' a ~ I 
Address 

CIty Stale ZIp Phone 

C\1\~ - ~ \b 3 
Dealer. Ucense No. 

AFTER ASS)'V 8E1l1.EUatr LOtiO/ FROM POOL 
MU.l ~ OUNCES SHORT INVOICE' 

WT 
(J) (IQ 14 (M) 

\;. ~6 :l./r«, II' l 
3. d Ol-/'h\ r- 8 .' .. -

I 

l 
8 

l 
S 

l ~ 
s -
l , ~ 8 

l ~ 
S ~ 

(OJ SPECIAL HANDLING INSTRUCTIONS 
L: 
t: 
t: 

~ 

i 

Assay Sample decAned Inlll. 

I w.".nt and ,.",e.ent to ep.clrum Rellntng and Ca. ling Inc. that I am • duty "cen •• d 
dI.t., In the .... 1 •• ,., •• .."eaented In INa dociJment. which I d.lly., 10 8peclrum 
Reflnlna .nd C •• Una Inc_ •• nd Ih., I "aye compiled with .U la.1 IIOY.,!"Ina ~c.lpt. 
Ilor.g., and repot'tlng requIrement I ,.I&led 10 luch "'at.'I~I • . In .ccord.nc. dh thl. 
w."inl and 'sp ... .nt.uon, I hold Spectrum Refining and C •• tlng Inc. h.,ml ••• "om 
III c.llm, and fine, "'.1 .,1 .. ',om "" breach he,.o •. 

. '8tG'ftATURE Of DEALEA 
.-



' .... .........,.~ ............... -. At ~ .--::.~!. : ~ .... ~ ... '-=: "~.r: _ ... 
.~ ~ 

. .. .... .. .-

. . ~eiptl~te",,)/ Expected Settlement Dale: Invoice Number r , ~ '1' . U· . 4 O· ; ... . . . q" ~; 
~ - .. ~ \.. 3 . f, •.. 

f - U , ", _ ' ...... . ~ " 
"O;:'f'TTDTIH ... Assay F!~ulred V\blk Sheet , CUstomer Ntirilber ~ . . ...... . . ... . ~; :· ":. i ~.' :i].'~/ 
L~JlA il~ £ . ~- . . l!t1es DNo "ltachfld Dyes DNa 1 . ! ' :, ~ · ;.ll~ . . 

!4 REF/N,N?t:CASTlNG /NC. ~ngNo. ReceIvk1gNo.' 0. ~- J\';';":l.~~ {~~~'tCA~,·.;'~¥C 
. 3064 N. 30th A reo Suite #13 .. . Address ' " I . . . .... ... .... . .. , ' . , i ~ . · ;' ·t:";':~ .' : j 

Phoenix, Arizona 85017 ... . . ..., ..... _" . . ,._ I . ... ' . 

. . CIty S~te Zip Phone 
(602) 218-GOLD ,.. . .. ..... -

.~ \-
Acc~1 Execu~ve d' (')" (~ Dealer'S Ucensa NO. ~ . .. .. . -..... ":',' . .. :~. :-," . 

\ ')..ll!A Y\;1 f ")(1 J }.V..t'.-J --.... L .. 

fJRODUCT GROSS OOUGfn ESTIMATE ESTIMMEO sror. TO,T~( .REFINE C(lNrtnM : AREA. ' .' ASSAY . I SEtTLEMENT LONGI FROM POOL. 
TYPE R~~~~"m-G OUTRIGHT P~E O.,!NCES PRIC~ v~~, HU~~~ .. _ _ .... M~T , ~ ... OUNCES ~ORT ' IHVOIC.~.~ (' 

(A) (0) (C) . ~(D) (E) (F) (G) . (H) (I) . (J) (1<) . ~ . (l) .. .tMJ ' :~ {;" . : 

1.~~.~ ,~~rr\~ ~~{&L .. : "."~ ~?~: ,' '. 'f~"~' :j;i;":: 
~(~~\R ~r.;})\~ ~£(Q " ': .... t · ~ .: ~ .l. ./';~ ~ 1=" :.f.' : i·~ 'I~t, 

~" .' l ' . . J~(~ " 
J. (Lj ... . .:" S . ~. .:, , ~ . . 'f:>'f·~ . 

- .. -- , L ~. ,. .. . . ~ ... ~ ~~~.: .:. 
I. .c.---- " S . " ~ ' ;.. 

,. . l ~ ; j~:1 
~ :1 S 

. . . -' l 
;. , , __ ._. -' \ S : . . .. . 

(PfCHARGES AND Pf\YMENTS RESERVED FdR INTERNAL USE (0) SPECIAL HANDLING INSTRUCTIONS .. :~ .• .. ~ ... '(: ; . 
. '" '. ,_00 "*\ ' , 1 .. . , 

AssaY " ¥ 3'5 / ~ ~\"'f\~ \)\(Xc.Qi~g.+o 3 t!o\N , .i.-
Handl:nii' . (_?-L I ':) () $\ \tle f ..' '\f0 · c \PI ::s;:; c\.c\ LX 
~~~ ~7~4~a~ ~~s ______ :_~ _______ ~-
Melting ____________ _ 

Processing '\) ~ a -G \ b} 
Hedging ~~ - L\O.S-3 ,0 

- 3 \ <f> 5, \ \JeK t----.:..-.: --------~--_1 Other I " 

TOTAL S 1; 7rJ 0 
- \y ()..Q <2..- l' T S Assay Sample declined Initial 

PAYMENTS DEFINITIONS I Wlifranllndr'Pfesenllo 9pee""!" Rennlng~nd Ca.Ung Inc.th.I' 1m. duly licen.ed . 

Net Due - - Lon _ Customer Is owed ounces by Standard Mint "".'er In U,. Miller',', represenled In Ih,. documenl, "hie" I de live, 10 Spectrum : 
g . ne"nlng end ClI!llIng Inc .•• nd Ih: '.:lI ~.t;~~ t: ]mpUed wllh .11 I.ws governIng ~c.'pl. 

Other Charges (P) $ Short· Customer owes Standard Mint ounces -.-.--- -_ ... ----.,,-- ---.. '-----.- __ L'- ~.- - . ~ .... ,.. • . .... , 

n'lf' to CUer-t 
~ JII . ~. ,~ .,.("_;J ' 

1.., 
. -' :t'\, ,~ .,. 

::= 
U= 
~ 

[C§ 
r=::= 
§ 
~ 
~ 
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TAX SHELTER RffiISTRATICN NUMBER 

.y 

You have acquired an interest in La Paz Precious Metals Limited Partnership 
whose taxpayer identification number is (applied for). The Internal Revenue 
Service has issued La Paz Precious Metals Limited Partnership the following tax 
shelter registration number (applied for). 

YOO MUST REPORT TIUS REGISTRATICN NUMBER TO lHE INTERNAL REVENUE SERVICE, -M 
YOO CLAIM ANY DEOOCI'ION, LOSS, CREDIT, OR arHER TAX BENEFIT OR REPORT ANY INcn{~: 

BY REASON OR YOUR INVES1MENT IN fA PAZ PREClCUS METALS LIMITED PARTNERSHI~~ . t 

You must rer;ort the registration number (as well as the name, and taxpayer 
identification number of La Paz Precious Metals Limi ted Partnership on Form 
8271. 

FORM 8271 MUST BE ATTACHED TO 1HE RETURN ON WHICH YOO ClAIM THE DEIlJCI'ICN, 
IDSS, CREDIT, OR OI'HER TAX BENEFIT OR REPORT ANY INCCt1E 0 

ISSUANCE OF A REGISTRATION NUMBER roES Nor INDICATE 1HAT THIS INVES1MENl' OR 
!HE CIAIMED TAX BENEFITS HAVE BEEN REVIEWED, ~INED, OR APPROVED BY THE IN'IER
NAL REVENUE SERVICE. 

.~ 

E»iIBIT "L" 

L-l 
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RECEIPT 

, 19 -------------------------, Arizona -------------------------

I, , have this day received copy number 
of a Private Placement Memorandum dated August 1, 1985, regarding La Paz 

Precious Metals Lbnited Partnership, a prospective decision regarding my invest
ment in this Linli ted Partnership. I have reviewed and agree to the restrictions 
contained in the "preliminary Conditions to Review of this Offering" beginning at 
page i in the Private Placement Manorandum. 

I agree not to disclose the contents of this Memorandum to anyone besides my 
investment counselors, not to reproduce the Memorandum in whole or in part, and 
to promptly return the Memorandum to the Offering Agent or the General Partners 
should I decline to invest. 

BY: -----------------------------------------

WITNESS: 

.---- - -- ---- -
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