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It.r. L. E. Brrodhurat' 
2037 E. Ht .... '1cho Drive 
Phoenix, A~·izOlla. 

Doar l·u-. Bro~dhul'ot 

P. O. D01. DDIS 

SAHUARITA, ARIZONA 

Jul,. 28. 1960 

Appendix IIA" 

Rcu Ellowor',h Mi ni r.z rrop&rty f 
Ooohico County, Ari~on~ 

At }.~r •. Ef\rl Ellov:orth'a raquant of July 26 and your vorificnt1on of 
thia dnto, thio lottor \lill outlin~ tho rooulto of a.nd opiniono gained 
durin~ r.:,' vioit to }·:r. Ella .... oMhls J'nh Oreok property. Tnb v1oit, rodo 
on Juno 2::;,.1960, l:aa of ono da.y's dura.tion o.nd ",,'cto 0. reoon!1aioo!l.noo of 
tho ground. Un oEl!'!lples 101' £loony \'Iero talr..on nor wne D.!11 verii'ic.:I.tion of 
l'roporty atnh.!D mude. 

l~l·. Elloi.;orth' a cln.imo oovor ever tuo oq'l1.llro oUlao of foderal and 
ot~"G() Illnd ad jOinirl5 th"3 !ntorn'J,tiona.l Bound~ry in Ooohioo Ocunty, lyinr; 

. prinoirally in but not roatr~i.\1tod to, £laotions 16 and 17 of T.2/+3., R.29E:. 
~hoy af-l 130i:') 10 lJI.iloo due aaot of Dougla.ll. The·top0f,ro.phy io hilly with 
relic')1' of around 500 foet. O.lir.nto and ver:otat1.on are typioJ.l of tho 
.oonoran DODort. Joop roads, in fa.ir condition at th~ tille of tho exaiDinn.­
tiO'n, provide aooeae to' thu ·olnil::ls. The road froe Doue1ao io two 1l1no 
nnd r;rc.ded. 

Two principal l'oe1-: O·':;°..l:f:O are pN£lonto OldoGt of trona nro tho liroo­
etonot) a:r.:l ollllltio ooc!ir:.cmt.o of tho Biab66 Group (0r()tc.ooouo). ThoD';:' oldor 
roaka ho.vo bouu intrudod by finc-c:"ain<3d, thick porphyry dilco9 or oilla 
ra.neing in COr.ll)ooit1on frcl:l monzonita to a.ndooito. OO'nto.cta botweon the 
two rock Eroupo ara oharp '-".nd oto.nd out upon inllpootlon by their oolor oon­
tro.ot. Tho 6~pcOUrO'o of tbo GO igneous rocka are l.rro[ubi." in plan !l.lit! 

indioate hiChly variablo driice. l';0gnacopio altoration of t.ho iznOOU3 

rocko 10 not !.lltcnao bu'~ eno ilao iiOa.thC1"cll to ~ ooal-hro\m color, our;r;OO-
·tivu of oxidi:;0d py-ri'tc. !Io PYl"ite .... ·O,D ohoarvod. Only DliCht and 1000.1-
11 zed altorat.ion of tho lJl3(Hl~,or.to at -tho 1enoouo co:"/~a.ot b'lo taken plllco. 

,Thia appoal'a to bo moo'IOly brtldnG with DaltO aparao dovolopr.x:nt. of epidotlJ. 

Prinoipal minsro.lizatio:1 111 the aroa 1s galona and ito oxldlzod pro­
ducts and th~ro aro tU.nOl·, ulthcuCh locally improunivo, nmounto of pri­
mary and DOCO:1.Ul1r:r copp~r cineloulo. I~1i io r.ty ur.:lorotand1nr, that DOmo 

D1Ivor haa beon L"lincd fl·CT.l tho diotr1ct, :md if ouoh io tho oasa, thoro 
10 tho added pODoibil1ty ci' proooncoct thl0 IOOt~l in the Ello\'torth olaims. 

.. . . 
It 10 dU'i'ioult to 0.000':10 tho o.mount o1'.:lc~d minora.l1~!ltion ··prooon"~ 

',' oinoo tho vnrioua load trlnol'a.la ~ro \tidoly spread in tho o.ro~. Thoro doo D 

not ooom to be a o1nelo dofinitivo minoralizod zono but ra.thora minoralized 
nro~ oonaiotine; cf a nurnbor of proapcotod ny,d Q~\"'elol;od :::hm.,re. In ~onornl 
tho load lllinol"aliza.t1On .oC!cura ~n l'uultod Llnd fraotu):"od lim-lotono end apponrs 
to inoroo.oo in a.bl.::n4anoG iu the rooko olocor to iZnocuo co,."ta.oto. Th~ 
s~ll ~mount. ot ooppor .minernlization 10 fraoture aosoc1atod and orr~tioally 
d1str1butsd. 
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Hoot or the t:Jnornl sho°":o have boon dovelopod b~~ ehnllow outu and 
pi ts £t!-:u t!ovora.l O:f rioru orlenr,1 YO '!for:':: ouch e.o clc~p out 13 a.nd t\ O~ll).i't. 
Tho ono Clh<.\f't ccen at tho tim) or c,:o.mino.tion ,,,no :tn!\cct)olJible. Thln 
nhnt't I l1ela.r a. oontr.ot bot":ccn dike a.nd 1imo·~Ona o.proa.l'cd ~o bo a.hout 100 
foot doop a.nd had a r;:o:lt3ra.ta aizcd dul''lp. ~~toril\l 0%1 '~ho dUl:lp indicateD 
that OC;,}3 lead anu minor ~oppor Jl'.J.y ho.,,-o boon pronont in tho ... torldn:;o. 

Hor:o ot tho ... ror.~ dOno 130 fn.r on th~ elai!!:B has blocked out nnY' 1'Cl01-

tivo tc·~~1.~O of orc but, 1notco.d, haa op~ned tho r::m:t 6ho~':5 of r..in:-,rali­
MHon. . In i ttl pre rant et'\-ce, th~ pl"Op~rlr ia only n o(tI:li-dnvolop~d proe­
paot hut in rJY' orir:ion 0. "lory· o.tt!"nctivo proClpact upon .,:hi~h fUrthor ox­
plol'C!.tory and doV'clopl:xmt \-!ork ia ',..011 jUE~~1i'ied. Thi::l opinion io bn.oeJd 
upor. -the follo~·!'inG f~:.ctor!l: 

1. The nlmout \.lh~ .qui tOUiJ PTO !lonce of lO:l.d tninOl"~!1.z?.tion in. ccdi1xm­
tary rocke of tha arc::).. Thoro are:., of couree, unclnot'a.li~od zomn j.n th~ 
oediT!~r:t.1J but n~'lor-~holc:Jo the ,duooprco.d diotributien of evon the oma.l1 
oho'lIo 10 :moouro.glnr,. 'rho Inrro hill ncnr the centor of the 0.1'00. appeo.rs 
to bo into!'1oo1y' m1.n·')T!.',)J.zcd a.lthouGh, a.t firot glance, the mincrt\H~~D.t::'on 
(corruLlH;o and anr;lodtc) i= not c.pp:l.rent. 

2. An nttrn.ctivc and onooul'llc;ing rolatiOn or igneouo rooke .. ~O rnhi:lfa.l .. 
1?'·J.A~:!.on. ~:h0t~:J!, or not thin relnticn "till bo of i~po:-~!l.1'!C~ :t!! "h~ ('Jub:mr­

. f(\oo iu eli i'i'il~ult to toU but tho 01000 relc.tions at the tmrf!!.ce bO·~.\lCOn 
dH:o r..mo l'n1I-lvi°o..li:-;. .. ·'Ii1on indicc.to thflt 0.. favora.ble outlook could b~ tnk"n 
on tsstinr; ·~h1r. r.,la.tionohip c.t dopth. 

3. Stronrr Birnil~rlty of UUrfc.co indiontions (alteratIon and fraoturing) 
of thin p%'or(~rty with oi~lu:- produoing lend proportiec in othor p!J..rto of 
Douthorn Arizona. 

4. AnY . .ma.bility o-r th~ mine~·1.\11Z.'lt1on horo to relativoly in3::':FOnei""O 
oOnoontro.tin[, l"Jotho:l o. 

Prooonce of pri~ry copper ~GralD is Interos~ing and de~orvos fur­
ther oonaidore.t1on c.ni teBting. It io not poeoible no'" to eV!'.lu·'l..I~c ohorls 
of thin t10tnl but further dovoloprront e...'1d exploration chould r;ive 0000 

antl'fror. 

In oloDing, I would liko to roetate that I boliovo this property to 
be an olttrcY:J01i" l?l'omillin~ proepoot for further explorntory and dovolopI:lOnt 
work and h!l.s oufrioieni pot')ntlal to mko a mod~st an:OIJ.ll(; of cuch 'fork 
we 11 juet1.tied • . 

001 l~r. f.!Lrl Elhworth"" 
File 

I : .... • «: " "'" "', 

. Rel5peotfully submittod 

.: . ctAJiA? '1§J!MCi4.£4 ___ _ 
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NO OFFERING LI TERATURE OR ADVERTIS ING IN ANY FORM SHALL BE 

EMPLOYED IN THE OFFERING OF THESE UNITS EXCEPT FOR THIS 

MEMORANDUM AND THE STATEMENTS CONTAINED HEREIN . NO DEALER, 

SALESMAN OR OTHER PERSON HAS BEEN AUTHORIZED TO GI VE ANY 

I NFORMATION OR TO MAKE ANY REPRESENTATION NOT CONTAI NED IN TH IS 

MEMORANDUM AND SUPPLEMENTAL LI TERATURE REFERRED TO HEREIN, AND , 

IF GIVEN OR MADE, SUCH INFORMATION OR REPRESENTATION MUST NOT BE 

REL IED UPON AS HAVING BEEN AUTHORIZED BY THE PARTNERSHIP OR THE 

GENERAL PARTNERS. ACCORDINGLY, THE RECIPIENT HEREOF AGREES TO 

NOTIFY THE GENERAL PARTNERS IN WRITING IF HE RELIES ON DOCUMENTA­

TION AND /OR INFORMATION OTHER THAN AS PROVIDED HEREIN . NEITHER 

THE DELIVERY OF THIS MEMORANDUM NOR ANY SALE HEREUNDER SHALL 

UNDER ANY CIRCUMSTANCES CREATE THE IMPLI CATION THAT THERE HAS 

BEEN NO CHANGE IN THE I NFORMAT ION CONTAINED HEREIN SUBSEQUENT TO 

THE DATE HEREOF . 

ANY DISTRIBUTI ON OR REPRODUCTION OF THIS MEMORANDUM, I N 

WHOLE OR IN PART , OR THE DIVULGENCE OF ANY OF ITS CONTENTS OTHER 

THAN AS SPECIFICALLY SET FORTH HEREIN, IS UNAUTHORIZED. 

THIS PRIVATE PLACEMENT MEMORANDUM DOES NOT CONSTITUTE AN 

OFFER TO SELL OR A SOLIC ITATION OF AN OFFER TO SELL IN ANY STATE 

OR TO ANY PERSON I N WHICH OR TO WHOM SUCH AN OFFER OR 

SOLICITATI ON WOULD NOT BE PERMITTED BY LAW . 
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WHO SHOULD CONS IDER INVESTING 

The purchase of Units involves a substantial degree of risk 

and is suitable only for persons of adequate means who h ave no 

need for liquidity in their investment. See "Certain Risk 

Factors". In addition, only investors whose income is subject to 

high rates of income taxation will derive the full benefit of the 

tax losses expected to be realized by the Partnership.' Any such 

investor's ability to derive full benefit will also depend on 

other factors, including the level of tax preference income. See 

"Certain Tax Aspects". 

Prior to acceptance of any subscription by the Partnership, 

each prospective investor will be required to represent and 

warrant in the Subscription Agreement and Purchaser Questionnaire 

among other things, that: 

1. He has received and reviewed this Memorandum and 

understands the risks of an investment in the Partnership; 

2. He has the experience and knowledge with respect to 

similar investments which enable him to evaluate the merits and 

risks of such investment, or has obtained and relied upon an 

experienced independent adviser with respect to such evaluation; 

3. He has adequate means to bear the economic risk of such 

investment, including the loss of the entire investment; 

4. He has adequate means to provide for his current needs 

and possible personal contingencies ; 

5. He has no need for liquidity of his investment in the 

Units; 

6. He understands that the Units have not been registered 

under the Securities Act of 1933 and have not been registered or 

qualified under applicable state securities laws and, therefore, 

that he cannot sell the Units unless they are subsequently so 

registered or an exemption therefrom is available; 

- 1 -
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7. He is acqu iring the Units for investment solely for his 

own account and without any intention of resale or other 

di s tribution; 

8 . He understands t hat the Units will bear a restrictive 

legend prohibiting t r ansfers the reof except in compl iance with 

prov i s ions of the Partnership Agreement and applicable Federa l 

and stat e s ecurities laws. 

The Partnership may also establish further min imum 
.... --=-.---=----

suitabili t y standards which require an investor either (i) have 

had an income in e xcess of $200,000 for each of t he last t wo 

years and a reas onable expectation of an income in excess of 

$200,000 for 1984 or (ii) have a ne t worth of at least 

$1,000,000. For purposes of the foregoing standar ds, net worth 

would be c ompute d exclusive of home, furnishings and automobiles. 

Subscribers will be required to repres e nt t hat they c omply wi t h 

the applicable standards as establishe d by the Partnership or 

that they are purchasing in a fid uciary capacity for a person 

mee t ing such standards. The Ge neral Pa r t ners wi ll make inqui r y 

to assure that there is compliance with the appropri a te 

suitability standards, and the General Partners will not accept 

subscriptions from any person who does not r e pre sent in the 

Subscription Agreement and Purchaser Quest ionnaire that he meets 

such standards. The General Partners may waive these speci fic 

requ i rements with respect to a specific purchaser if such 

purchase r otherwise demonstrates to the Ge nera l Partners his or 

her suitabi lity for investment in the Par tnership. It is likely 

t ransferees will be required to comply with the applicable 

standards as a condition to substitut ion as a Limite d Partner. 

Satisfaction of the fo regoing sui tabili ty standards by a 

prospective Limited Partner doe s not necessarily determine that 

an investment in the Partnershi p is appropriate for such pers on. 

- 2 -



SUMMARY OF THE OFFERING 

The following summary is qualified in its entirety by the 

detailed informa tion appearing elsewhere in this Memorandum and 

all prospect ive inves tor s should carefully review the entire 

contents of this Memorandum and the Exhibits attache d hereto and 

should feel free to make inquiry of the General Partners as to 

matters affecting the Partnership. 

PROSPECTIVE INVESTORS SHOULD NOT CONSTRUE THE CONTENTS OF 

THIS MEMORANDUM AS LEGAL OR TAX ADVICE. EACH INVESTOR SHOULD 

CONSULT HIS OWN COUNSEL , ACCOUNTANT OR OTHER ADVISORS AS TO 

LEGAL, TAX AND RELATED MATTERS CONCERN ING THE RISKS AND THE TAX 

CONSEQUENCES OF AN INVESTMENT IN THE UNITS. THE GENERAL PARTNERS 

DO NOT, IN ANY WAY , REPRESENT , COVENANT OR GUARANTEE THAT AN 

INVESTMENT IN THE UNITS WI LL RESULT IN AN ECONOMI C GAIN OR THAT 

THE POSITIONS WHICH THE GENERAL PARTNERS PROPOSE TO TAKE ON THE 

INCOME TAX CONSEQUENCES OF AN INVESTMENT IN THE PARTNERSHIP WILL 

BE SUSTAINED BY THE INTERNAL REVENUE SERVICE OR THE COURTS. 

The Par tnership: 

Gene ra l Partners: 

BORDER SILVER LIMITED PARTNERSHIP 

(hereinafter referred to a s the "Part­

nership") is a limite d partnership 

recent ly organized under the Unifo rm 

Limited Partners hip Act as in effect in 

the State of Washington. The 

Partnership's principal place of 

business will be Suite 400, West 801 

Riverside, Spokane , Washing t on 

99201:tele phone number (509) 62 4-4653. 

The Corporate General Pa r tne r is BORDER 

SILVER MIN ING, INC ., a mi nimally 

c api talized 

incorporated 

Frankovich . 

Washington 

May 16, 1983, 

The 

corporat ion 

by Frank J. 

shareholders 

( "Shareholders" ) of Border Si l ver 

Mining, Inc. , are Frank J. Frankovich, 

Hobart Teneff and Janice E . Duval . For 

information regarding the experience of 

- 3 -



Business Objectives: 

the General Partners see "The General 

Partners". The Individual General 

Partners are Frank D. Duval and Hobart 

Teneff. The General Partners will make 

all of the business decisions for the 

Partnership and may employ consultants 

where they deem appropriate. 

To explore and develop mining properties 

and to produce precious metals, primari­

ly silver therefrom. It is the present 

intention of the General Partners to 

begin exploration of certain mineral 

properties located near Douglas, Arizona 

and commonly referred to as the "Border 

Silver Property". Furthermore, it is 

the desire of the General Partners to 

expand the Partnership's exploration 

efforts to other mineral properties as 

they become available. The General 

Partners believe that the initial 

capital of the Partnership will be 

adequate to conduct the initial explora ­

tion and development that may be neces­

sary with re spect to the properties 

being contributed by them. However , it 

is possible that additional funds may be 

required to complete the exploration and 

development program with respect to any 

particular property. If all 40 Units 

are sold and the exploration and devel­

opment is successful, the properties 

will be placed in production. There can 

be no assurance that such objectives 

will be met. See "Proposed Plan of 

Business" . 
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Partnership Term: 

Terms of the 
Offering: 

Termination of 
the Offering: 

The Partnership has been recently formed 

and will continue until December 31, 

2024 unless sooner terminated in 

accordance 

Agreement. 

hereto. 

with the Partnership 

See Exhibit "A", attached 

40 Units at $25,000 per Unit are being 

offered for a total offering in the 

amount of $1,000,000. This offering 

will initially close and the Partner ship 

will begin operations upon the sale of 

12 Units in the amount of $300,000. The 

minimum subscription is 1 Unit and no 

more than 35 subscribers will be admit­

ted as Limited Partners. The purchase 

price for the Units will be payable 

$25,000 in cash, check or money order at 

time of subscription. Subscribers must 

comply with certain net worth and/or 

annual income standards. See "Who 

Should Consider Investing". The General 

Partners will be reimbursed for the 

organizational expenses and other 

expenses of the Offering upon the 

closing of the Offering. See "Certain 

Terms of the Offering". 

This Offering will terminate on 

March 15, 1985. All Offering proceeds 

will be held in an impound account 

established to hold the proceeds of the 

offering until, (i) at least 12 of the 

40 Units are subscribed by the 

aforementioned date, and (ii) certain 

other conditions more fully set forth in 



Risks and Investment 
Requirements: 

Allocation of Profits 
and Losses: 

this Memorandum are satisfied, or the 

proceeds will be refunded to 

subscribers. 

An investment in the Units of Limited 

Partnership involves significant risks 

and therefore I is not sui table for all 

prospective investors. Investment in 

Uni ts will be accepted only from those 

individuals, corporations, and other en-

tities meeting 

standards. See 

certain suitability 

"Certain Risk Factors" 

and "Who Should Consider Investing". 

Losses not in excess~f $1,010,000 shall 

be allocated (ninety)percent to the q I ~; 
Limi ted Partner ~ne percen~ to ~ 
the General Partners. Losses in excess 

of $1,010,000 shall be allocated 

eighty-five percent (85%) to the General 

Partners and fifteen percent (15%) to 

the Limited Partner. Until all losses 

have been recouped, profits shall be 

shared in the same proportion as 

theretofore unrecouped losses. Thus, if 

unrecouped losses are $1,110,000 (of 

which $95,100 would have been allocated 

to the General Partner) the first 

$1,110,000 of profits shall be shared 

8.568 percent to the General Partners, 

and 91.432 percent to the Limited 

Partners . Additional profits shall be 

allocated eighty-five percent (85%) to 

the General Partners and fifteen perc ent 

(15%) to the Limited Partner. 

- 6 -



Distributions: 

Compensation to 
General Partners: 

Use of Proceeds: 

Distr ibutions shall be made wi thin the 

sole discretion of the General Partners. 

Distributions to the Limited Partner 

shall be in proportion to their capital 

contribution. Distributions to the 

Partners shall be made ninety-nine 

percent (99%) to the Limited Partner and 

one percent (1%) to the General Partners 

until distributions to the Limited 

Partners have totalled at $1,000,000. 

After such time, all other 

distributions, except distributions on 

termination of this Partne rship, shall 

be eighty-five percent (85%) to the 

General Partners and fifteen percent 

(15%) to the Limited Partners. 

The General Partners will receive no 

direct compensation other than their 

interest in the Partnership for acting 

as General Partners in connection with 

this Offering and the ma nagement of the 

Partnership's assets. The expense to 

the General Partners connected with the 

organization of the Partnership and of 

the offering will be reimbursed from the 

offering proceeds. 

All the proceeds of the offering, except 

for expenses connected with the 

organization of the Partnership and of 

this offering, will be expended for 

exploration and development of the 

properties. See "Uses of Proceeds". 

- 7 -



Properties to be 
Contributed by 
General Par tner: The Corporate General Partner will 

contribute to the Partner ship as its 

capital contr i bution, leasehold rights 

and interests in and to the mi ning 

claims commonly refe rred to as the 

"Border Silver Property". The Corporate 

General Partner acquired the Border 

Silver Property from Frank J. 

Frankovich, fo r 500,000 shares of common 

stock of the Corporate General Partner. 

In addition to the shares he received, 

Mr. Frankovich will receive from the 

Partnership $50,000 on the Initial 

Closing Date, $25,000 when 20 Units have 

been sold . Mr . Frankovich also retained 

a royalty on the state claims of two 

perc e nt (2%) of the ne t sme lter returns 

and on the Federal claims a royalty of 

five percent (5%) of the net smelter 

r eturns. Mr. Frankovich will al s o be 

entitled t o r e ceive from the Partnership 

advance mi n imum royalties in the amou nt ---- - - - --- - ------ --
o f $2,500 per month upon t he Initial - --- - - _ .. ... _- --_ . ~- .-------------
Closing of this offering. While the - - -----
Partnership may acquire other properties 

subsequent to its fo rmation, the General 

Partners will not be contribut ing any 

additional properties to the Partnership 

nor may it substitute any propert ies for 

ones already contribu t e d once the 

Partnership has been capitalized. The 

Partnership will explore the Borde r 

Silver Property and possibly other 

mining properties for the purpose of 

- 8 -



Exploration Agreement: 

Anticipated Tax 
Write-Off: 

Additional Financing: 

ultimately producing precious metals. 

See "Proposed Plan of Business". 

The Partnership will contract with 

Mr. Frank Frankovich, a major 

shareholder in the Corporate General 

Partner, to perform certain exploration 

activities on the Border Silver Property 

and possibly on other properties in 

order to determine whether precious 

metals are present in sufficient quan-

o ti ties for further development and 

production. It is anticipated that the 

~ Exploratio_n p~~gram ~~o~l_. pro"y~de~r th 
expen~y±~ of all available funds, ---.. - ~- -- .. ----.. - . . _----
after the payment of organization, 

offering and acquisition costs, on 

exploration activities. See "Proposed 

Plan of Business" and "Uses of 

Proceeds" . 

It is anticipated that except for funds 

e xpended for organization, offering and 

acquisition costs and lease and advance 

royalty payments, all of the Limited 

Partners' Capital Contributions will be 

expended on the properties for 

exploration and development during 1984 

and 1985. 

If the Partnership's exploration 

activities result in the discovery of 

ore deposits that can be profitably 

exploited, the development and operation 

of those deposits would in all 

probability 

additional 

- 9 -
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Tax Ruling: 

Limited Liability: 

Conflicts of Interest: 

Reports: 

mechanism for raising such outside 

financing has been developed and no 

assurance can be given that the 

necessary funds will be obtained. See 

"Proposed Plan of BU'siness". 

The Partnership will not seek a ruling 

from the Internal Revenue Service that 

it will be taxed as a partnership or 

wi th respect to any other issue. Each 

investor must rely on his own tax 

counsel as to the tax consequences of a 

purchase of the Units. 

No Limited Partner will be liable for 

any of the debts of the Partnership in 

excess of his capital contribution or be 

required to lend any funds to the 

Partnership. See "Certain Risk 

Factors". 

There will be certain conflicts of 

interest between the Partnership and the 

General Partners and their Affiliates. 

See "Conflicts of Interest". 

The Partnership will furnish reports to 

the Limited Partners on a quarterly 

basis. 

- 10 -
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CERTAIN TERMS OF OFFERING 

The Partnership is a recently fo rmed l i mited partnership and 

has no assets or l i abilities whatsoever. It was forme d as a 

limited partnership under the Uniform Limited Partnership Act of 

the St ate of Washington. The Partners hip will e ngage in 

exploration, de velopment and opera tion of certain mining 

p r operties for the production of silver. The Corporate General 

Part ner ' is BORDER SILVER MINING, INC., a minimally capitalized 

Washington corporation. The I nd ividual General Partners are 

Frank D. Duval a nd Hobart Teneff. 

Size of Offering and Mi n i mum Subscription 

A total of 40 Uni ts of Limi ted Partne r s h ip a re being o ffe red 

at $25,000 per Unit. All offe ring proceed s wi ll be placed in an 

impound account until the minimum subscr i ption amount of $300,000 

has been raised. At such time (the "Initial Clos ing Date"), 

i mpound will b e broken and the offering p r oceeds will be paid to 

the Partnership . This off e r ing will t erminate on the earlier of 

March 15, 1985, o r the date on which all 40 Units have been sold 

(the "Final Closing Date"). In the eve nt this offering 

te rminates before the minimum $300,000 of Units has been sold, 

the offering p roceeds will b e p r ompt l y returned to s ubscr ibers. 

The General Partners may accept subscriptions f rom no t more than 

th irty-fi ve (35) qualifie d investors , other than "Accredited 

Inves tors " as defined in Regu lation D of the Securi ties Act of 

1933. The Units are non-as ses sable. 

Sale of Units 

The Units wi ll be sold exclusively by the Genera l Partners. 

The General Partners and their agents will not r eceive any sale s 

commission for Uni t s which they sell. 

Subscr i ption Per iod and Closing Date 

This Offering wi ll termi na te (the "Final Closing Date ") the 

earlier of March 15 , 1985 o r the date o n which all 40 Units h ave 
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been sold. Subscriptions for Units must be received and accepted 

by the General Partners on or before the Final Closing Date to 

qualify the subscriber for participation in the Partnership. No 

subscriptions will be accepted after the Final Closing Date. If 

subscriptions for the requisite number of Uni t s have been 

recei ved and accepted by or before March 15, 1985, the 

Partnership will become effective and comme nce its business and 

operations on the Initial Closing Date, or if the Partners hip is 

not otherwise formed, subscriptions theretofore paid will be 

promp tly refunded to the prospective investors without interest, 

and all costs incurred in connection with the efforts to fo r m the 

Partnership and offer Units t herein will be borne by the General 

Partners. 

Subscription Procedures and Payments 

Persons intending to subscribe should send one execute d and 

completed Offeree Questionnaire, one executed and completed 

Offeree Representative Questionnaire, if appropriate, and two 

executed copies of the Subscription Agreement and Power of 

Attorney, or facsimile copies thereof, with the number of Units 

desired indicated thereon, to the General Partners together with 

a check or money order for $25,000 per Unit payable to Border 

Silver Limited Partnership Impound Account. No subscription will 

be accepted unless accompanied by payment in full. A 

subscription will be binding and e nforceable if, wi thin thirty 

(30) days after its receipt of the executed Subscription 

Agreement, the General Partners evidence their acceptance by 

countersigning and mailing one copy to the subscriber. The 

General Partners will concurrently forward one conformed copy to 

the Impound Agent, together wi t h the check or money order 

received with the Subscription Agreement. The proceeds of s uch 

checks or money orders will be held by the Impound Agent in an 

impound account until deposited to the account of the 

Partnership, if this offering closes, or will be returned as soon 

as possible if it should be determined that this offering will 

not close. 
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Subscr iptions will be effective only on acceptance by the 

General Partners and the right is reserved to reject any 

subscription in whole or in part. This Offering may be 

terminated at any time by the General Partners. 

Funds held by the impound ,agent will be held 'in 

interest-bearing accounts. In the event this offering is not 

closed by March 15, 1985, subscriptions will be promptly returned 

without interest to the subscribers. Interest on the impounded 

subscriptions will be paid to the General Partners to help defray 

the costs of organization of the Partnersh ip and offeri ng Units 

therein. 

Purchase of Units by the General Partners 

At present, the Genera l Partners do not intend to subscribe 

for Units. However, the General Partners reserve the right to 

subscribe for Units and it is possible that such subscription(s) 

could be determinative as to whether the funds deposited in the 

impound account are returned to subscribers. 

Deposit and Use of Funds 

After the Initial Closing Date, the Partnership's funds wi ll 

be deposited in a separate bank account maintained for the 

Partnership or invested in short-term government securities, 

certificates of deposit, bank repurchase agreements or commercial 

paper for the account of the Partnership until expended for 

Partnership purposes. The subscription proceeds, Capi tal 

Contributions, income from the aforementioned i nvestments and 

proceeds from borrowings may be commingled with other of the 

Partnership's funds. No funds of the Partnership will be 

commingled with funds of the General Partners or their Affiliates 

or any other programs sponsored by the General Partners or their 

Affiliates, and funds of the Partnership will not be used as 

compensating balances or otherwise for the benefit of the General 

Partners or any of their Affiliates. 
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General Partners' Capital Contributions 

On the Initial Closing Date, the General Partners will make 

a Capital Contribution of the Border Silver Property to the 

Partnership. As a result, the General Partners will receive 

their interest in the Partnership. The value of the contribution 

has been determined to be $80,000 all of which shall be the 

General Partners' ini tial capital-~~count. Assuming the maximum 

number of Units is sold, the Partnership Agreement governing the 

allocati'ons of profits and losses allocates 1 percent of the 

losses up to $1,010,000 to the General Partners and 85 percent of 

the losses in excess of $1,010,000 to the General Partners. 

Profits are allocated the same as losses until all losses have 

been recouped and 85 percent thereafter to the General Partners. 

Partnership Distributions 

The General Partners intend to make annual determinations of 

the Partnership's cash, asset and liability position. If they 

determine that cash f low is available for distribution, after 

considering the cash expected to be used thereafter to pay costs 

incurred in Partnership operations or to repay Partnership 

borrowings obtained to pay such costs I such cash flow will be 

distributed to the Partners in the same proportions that 

Partnership profits and losses are allocated to them. Due to the 

general nature of exploration and development acti vi ties I the 

General Partners anticipate that the Partnership will not 

generate income in excess of expenses and that cash distributions 

will not be made for a number of years. The amount and frequency 

of distributions will be dependent on the success of the 

Partnership. Any Partnership cash reserves may be invested 

temporarily in time deposits, money market funds, government 

securities or bank repurchase agreements. 

Each Limited Partner, by becoming a Limited Partner , 

consents to pro rata distributions to the Limited Partners, on 

the basis of their interests in the Partnership. Such 

distributions may constitute, in whole or in part, returns of 

Capital Contributions. 

- 14 -



Termination of the Partnership 

The term of the Partnership ends on December 31, 2024. 

However, the Partnership will be dissolved and terminated prior 

thereto in the event of (i) the death, retirement (provided there 

has been 90 days prior written notice to the Limited Partners), 

insanity, ad~udication of bankruptcy or insolvency, or the 

dissolution of the last remaining General Partner or by operation 

of law. Upon termination, the debts, liabilities and obligations 

of the ~artnership will be paid out of Partnership assets, and 

distributions in cash (in the event Partnership assets are sold) 

will be made to the Partners in proportion to the allocations of 

profits and losses among them. 

Upon liquidation, the General Partners may purchase the 

Partnership's assets, provided the General Partners pay at least 

the highest independent bona fide bid for such assets, or in the 

absence or such bid, at current fair market value as determined 

by an independent appraiser selected by the General Partners. If 

distributions of Partnership assets are made in kind to the 

Limi ted Partners the Limited Partners may no longer have the 

protection of limited liability with respect to the continued 

operation of such assets. Furthermore, the number of Limited 

Partners may make it difficult for them to retain the assets and 

monitor the operations of the distributed assets, and the 

geographical dispersion of both the assets and the Limited 

Partners may make the operation or disposition of the distributed 

assets by the Limited Partners difficult. 

Partnership Organization 

Upon closing of the offering, a subscriber will become a 

Limited Partner in the Partnership. The Limited Partners, will 

share in profits, losses, income, credits and deductions of the 

Partnership, but will not be entitled to participate in the 

management of the Partnersh ip (except as set forth in the 

Partnership Agreement) , such management being entirely in the 

General Partners. The personal liability of a Limited Partner 

for obligations of the Partnership will generally be limited to 

- 15 -



the amount of his Capital Contribution, his rights to the 

undistributed income of the Partnership and in certain 

circumstances the return of recent distributions made by the 

Partnership to him. 

Maintenance of the limited liability of the Limited Partners 

requires compliance with certain legal requirements in 

jurisdictions in which the Partnership may operate. The limi t ed 

liabili ty of Limited Partners may not be clearly established 

under local law in certain jurisdictions in which the Partnership 

may operate. In the latter jurisdictions, the Partnership will 

operate in such manner, including operations through other 

partnerships, through one or more operators, or by such other 

means as the General Partners, on the advice of counsel, deem 

appropriate to assure to the extent possible limited liability to 

the Limited Partners and preservation of the classification of 

the Partnership as a partnership for Federal income tax purposes. 
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CERTAIN RISK FACTORS 

NO ASSURANCE CAN BE GIVEN THAT THE PARTNERSHIP WILL BE 

SUCCESSFUL IN ACHIEVING ITS STATED BUSINESS OBJECTIVES, OR THAT 

THE PARTNERSHIP WILL GENERATE AVAILABLE CASH FLOW FOR DISTRIBU­

TION TO THE LIMITED PARTNERS. 

The purchase of the Units involves a high degree of risk and 

is suitable only for persons of adequate means who have no need 

for li~uidity in their investment. In addition to the factors 

set forth elsewhere in this Nemorandum, prospective investors 

should specifically consider the following risks and other 

factors before making a decision to purchase Units: 

Risks Associated with the Partnership and Its Mining Operations 

Mineral Exploration 

Most all of the proceeds of the offering will be spent for 

mining exploration and development. Exploration for minerals is 

highly speculative even when conducted on properties known to 

contain significant quantities of precious metals. The search 

often results in the failure to discover any mineralization, or 

the discovery of mineralization which will not generate income in 

excess of the costs incurred in mining and processing the ore. 

Mine Development 

There can be no assurance that a particular Partnership 

mining property can be developed and operated by the Partnership 

even if it appears on the basis of the results of exploration 

that commercially marketable quantities of precious metals exist. 

Moreover, there can be no assurance that the operation of a mine, 

when developed, will produce minerals in sufficient quantities or 

under conditions enabling the mine to be profitable for the 

Partnership. Development and operation of a mine involves a high 

degree of risk, both operationally and with respect to the market 

prices of the precious metals which might be ultimately produced. 
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Title to Property 

Some of the Border Silver Property consists of leased state 

lands and unattended mining claims. The validity of all 

unpatented mining claims is dependent upon inherent uncertainti~s 

and conditions. These uncertainties relate to matters which are 

not reflected in public records, such as the sufficiency of the 

discovery of minerals, proper posting and marking of boundaries 

and possible conflicts with other claims not determinable from 

descriptions of record. 

A mining claim is open to location by others unless the 

owner is in actual possession of and diligently working the claim 

and performing annually a minimum of $100 of labor or 

improvements (assessment work) for each claim. The work may be 

performed on one claim to satisfy the composite work requirement 

of all of the claims in the same group. 

Mining Operation s 

The partnership's operations will be subject to all of the 

operating hazards and risks normally incident to exploring f or 

and developing mineral properties, such as encountering unusual 

or unexpected formations, environmental pollution restrictions 

and personal injury. The Partnership will maintain general 

liability insurance and workman's compensation insurance, where 

appropriate. However, should the Partnership sustain an 

uninsured loss or liability, its ability to operate could be 

adversely affected. 

Fluctuations in Price 

The market price of precious metals is extremely volatile 

and beyond the control of the Partnership. If the price of 

precious metals should drop significantly, the Partnership's 

operations would be seriously affected. 

In view of the fact that several or more years may be 

required to develop a mine and place it into production, it is 

possible that the market conditions existing at the time a 

decision is made to develop and operate a property may no longe r 
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exist when the property is ultimately placed in production. In 

such cases, it could be necessary for the Partnership to sell or 

otherwise dispose of the property and related production facil­

ities upon the best terms and conditions available in the opinion 

of the General Partners, in order to reduce further losses. 

Moreover, inflationary conditions in the economy, or adverse 

conditions encountered in developing a property, could result in 

either substantial cost overruns or the Partnership having 

insufficient funds to complete development of the property and 

the achievement of commercially successful operations. 

Operating Hazards 

Mining operations involve hazards normally associated with 

earth moving operations and hazards such as the possible collapse 

of earth walls. The Partnership may incur losses due to risks 

against which it cannot insure or against which it elects not to 

insure because of high premium costs or other reasons. While the 

Partnership intends to maintain, or cause any operator it con­

tracts with to maintain I insurance for the Partnership against 

risks and in amounts which are customary in mining operations in 

the vicinity of Partnership properties, substantially uninsured 

liabilities to third parties may arise, the satisfaction of which 

could reduce the funds available for further mining activities of 

the Partnership or its subcontractors and thereby cause the 

curtailment or termination of mining operations. 

Availability of Field-Prospector-Geologists 

The Partnership intends to pursue exploration programs based 

on geological concepts and active field prospecting. The diffi­

cult task of field prospecting requires the hiring of personnel 

wi th specialized skills. Al though such personnel is presently 

available, there can be no assurance that the Partnership will be 

able to attract and retain such personnel or that a shortage may 

not develop in the future. 
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Environmental Controls 

Mining operations and the exploration and development of new 

mines and production facilities are also subject to a 

considerable amount of regulation by Federal, state and local 

governmenta l authorities. There could be instances in which 

exploration or development of a property is effectively prevented 

by laws, rules or regulations enacted or issued by such agencies. 

Moreover, compliance with such requirements may add considerably 

to the costs of conducting exploration or in the development and 

operation of a mine. In addition, there can be no assurance that 

such l aws, rules or regulations will not change from time to time 

in a manner that has a material adverse effect on the operations 

to be conducted by the Partnership. 

Federal and State Taxation 

Federal income tax laws are of particular significance to 

the mining industry as are state severance ad valorem and other 

taxes levied or assessed against mining properties or measured by 

production therefrom. 

Competition 

The Partnership will be competing with many other mining 

companies and others, many of which have far greater financial 

resources than the Part nership and larger technical staffs of 

geologists and other personnel. Companies with greater resources 

may have a competitive advantage over the Partnership and 

competition therefrom could have material adverse effect on the 

operations of the Partnership. 

The development and operation of a silver properties and the 

marketing of silver are affected by a number of factors which are 

beyond the Partnership's control, the effect of which cannot be 

accurately predicted. These factors include imports from other 

nations, actions by silver-producing nations, the availability of 

adequate transportation, refining and milling facilities, the 

marketing of competitive minerals, the price and availability of 
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fuel and water and other matters affecting the availability of a 

ready market, such as fluctuating supply and demand. 

Working Capital, Borrowings and Equity Funding 

There can be no assurance that the funds contributed by the 

Partners or the revenues earned by the Partnership, if any, will 

be adequate for the Partnership's needs or that any additional 

funds needed will be available on terms acceptable to the 

Partnership. Neither the Limited Partners nor the General 

Partners are obligated to loan funds to the Partnership or to 

make contributions in excess of those described under "Uses of 

Proceeds." 

It is not expected that the Partnership will incur substan­

tial indebtedness. However, the Partnership Agreement permits 

the General Partners, in their discretion, to borrow funds on 

behalf of the Partnership and to grant security interests in the 

Partnership's assets as collateral for such borrowings. The 

revenues available for distribution to Limited Partners will be 

reduced to the extent they are required for repayments of such 

loans and the interest thereon. Moreover, if revenues are 

insufficient to make the required payments on any loans or 

obligations, the Partnership may be required to sell assets to 

obtain the required funds. 

Money expended for exploration often is only a minor portion 

of the total amount required to develop a mine and place it into 

commercial production, including in some cases the construction 

and operation of milling or refining facilities. Thus, in the 

event that commercially marketable quantities of precious metals 

are discovered through exploration, it is anticipated that it 

will be necessary for the Partnership to raise a substantial 

amount of additional capital to bring that mining property into 

production. Al though the General Partners may seek to obtain 

such funds in part through borrowing, there is no assurance that 

such borrowings could be obtained on reasonable terms or in the 

amounts sought. In the event the Partnership cannot obtain debt 

financing on terms acceptable to it, the General Partners may 
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attempt to raise the necessary funding through an offering of 

stock in the Corporate General Partner. It is likely that such 

method of financing would dilute the interest of the Limited 

Partners. Furthermore, no assurance can be given that such 

funding would be successfully raised. 

Alternatively, it might be necessary for the General 

Partners to sell or transfer, in whole or in part, an interest in 

the property to be developed to some third party in order to 

either raise the required funds for development and production or 

fo r the purpose of disposing of the property upon the best terms 

and conditions available, in lieu of the Partnership developing 

and operating the mine. 

Although there are various engineering evaluation and 

appraisal techniques which may be employed in the appraisal of 

mineral properties, any appraisal made prior to the commencement 

of actual production must rely to a certain degree upon expert 

engineering judgment which is in part subjective, and differing 

opinions of value might be rendered by different engineers. 

Accordingly, a precise appraisal of the fair market value of a 

mineral property for purposes of valuing an interest to be sold 

is difficult to obtain and could be subject to fluctuations in 

the event the price of silver 

fluctuating at the time of sale. 

or other precious metal is 

Although the General Partners 

would attempt to structure the terms of any financing transaction 

as fairly as possible on the basis of the best information 

available, due to the absence of defini ti ve informat ion as to 

value it is possible that the additional financing might 

ultimately prove to be unfavorable to the Limited Partners. 

Borrowing 

Although the Partnership does not presently intend to borrow 

any funds, the Partnership Agreement provides that the General 

Partners have the right to encumber Partnership assets to secure 

loans to further develop the Partnership Properties. In the 

event of default in the repayment of such loans, a lender could 

foreclose and take possession of the Partnership assets so 

encumbered. 
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Distributions 

The General Partners, in their sole discretion, shall 

determine the amount, timing and frequency of all cash 

distributions. The General Partners may determine amounts to be 

retained by the Partnership for working capital, for the payment 

of Partnership liabilities, for contingency reserves and for 

capital expenditures. It is anticipated that there will not be 

cash available for distribution until the production stage is 

reached. As previously indicated, it is likely that additional 

funding will need to be obtained to place the Partnership 

properties into production and there exists considerable 

uncertainty as to the availability of such additional financing. 

Partnership Business Objectives 

The Partnership's business objectives must be considered 

speculative and there is no assurance that the Partnership will 

fulfill them. To the extent that the Partnership fails to attain 

its business objectives, which may be influenced by factors 

beyond its control, the investment results experienced by inves­

tors in the Partnership will be adversely affected. 

Return on Investment 

No assurance can be given that the Limited Partners will 

realize a return on their investment or that they will not lose 

their investment entirely. 

Limi ted Partner should read 

hereto carefully and should 

attorney or business advisor. 

Lack of Operating History 

For this reason, 

this Memorandum 

consul t with his 

each prospective 

and all exhibits 

own accountant, 

The Partnership is a newly formed venture with no history of 

operations or earnings. Although the Shareholders of the 

Corpora te General Partner have substantial experience in the 

mining business, the future success of the Partnership will 

depend, among other things, upon the discovery of precious metals 

in commercially marketable quantities on the properties which the 

Partnership will explore and develop. 

- 23 -



Limited Resources of the Corporate General Partner 

Although the Corporate General Partner has limited financial 

resources, it believes it has the financial resources to serve 

and meet its obligations as a General Partner of the Partnership. 

A significant financial reversal for the Corporate General 

Partner or its Affiliates, could adversely affect both its 

ab i lity to operate the Partnership and the Limited Partners' 

interests therein. In addition to being the General Partners of 

the Partnership, the General Partners may be General Partners in 

other limited partnerships. 

Incapacity or Dissolution of General Partners 

The resignation, incapacity, insolvency or dissolution of 

the last remaining General Partner will result in the dissolution 

and winding up of the Partnership. Such a dissolution may force 

a sale of the Partnership's assets on a basis that would not be 

profitable to the Partnership or to the Limited Partners. 

Adequacy of Resources for Partnership Operations 

If the entire original subscription has been fully expended 

and additional costs expected to be incurred in conducting or 

completing the Partnership's exploration, development and 

production activities cannot be funded from its income or 

borrowings, the General Partners may cause the Partnership to 

lease or farm-out the Partnership property upon which such 

operations were to be conducted, or, if suitable measures cannot 

be arranged, such property may be surrendered or abandoned. The 

Partnership Agreement provides that until distributions to the 

Limited Partners have exceeded the amount of the capacity 

contributions of the Limited Partners the General Partners may 

not sell all or substantially all of the Partnership's property 

without the consent of all Limited Partners. Sale or lease of 

such property may reduce the Partnership's ultimate revenues and 

surrender or abandonment would cause the Partnership to lose its 

investment in the abandoned property. 
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Neither the General Partners nor the Limited Partners will 

be subject to assessments to finance Partnership operations. 

Consequently, even though further exploration or development of 

Partnership property may provide an attractive investment 

opportunity, if such further exploration or development cannot be 

financed out of the Partnership income or borrowings, the 

Partnership may be unable to participate in such exploration or 

development. The Partners may also be given the opportunity to 

loan money to the Partnership if other financing is not obtained. 

Uninsured Losses 

The Partnership will arrange for comprehensive insurance, 

including liability, fire and extended coverage, which is custom­

arily obtained for properties of the type in which it will 

acquire an interest. However, certain types of losses, such as 

business losses and physical losses of a catastrophic nature, 

including earthquakes, floods and wars are either uninsurable or 

not economically insurable to the full extent of a potential 

loss. Should such losses occur, the Partnership would suffer and 

could lose both its invested capital and anticipated profits. 

Conflicts of Interest 

This Offering involves certain inherent conflicts of 

interest arising out of the relations of the General Partners and 

their Affiliates with the Partnership. Further, the officers of 

the Corporate General Partner will devote only a limited amount 

of their time to the affairs of the Partnership. In addition, 

the General Partners and their Affiliates may own and operate 

previously acquired mineral properties and may acquire additional 

minera l properties on their own behalf or on behalf of others. 

As a consequence, conflicts of interest between the Partnership 

and the General Partners or their Affiliates may arise. Certain 

transactions between the General Partners or their Affiliates and 

the Partnership may occur on terms no less favorable than those 

which could be obtained from independent third parties, but 

possible conflicts of interest may nevertheless result. The 
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aforementioned conflicts may not be resolved to the maximum 

advantage of the Limited Partners. 

Determination of Unit Price 

The purchase price of the Units offered hereby was deter­

mined primarily by the capital needs of the Partnersh i p and bears 

no relationship to any established criteria of value such as book 

value or earnings per Unit, or any combination thereof. Further, 

the price of the Units is not based on past or projected future 

earnings of the Partnership, nor does it necessarily reflect 

market value of the assets of the Partnership. No valuation or 

appraisal has been prepared of the Partnership's potential 

business. 

Registration 

Since the Units are being offered and sold under the exemp­

tion from registration provided for in Section 4(2) of the 

Securities Act of 1933, including Regulation D promulgated 

thereunder, the Partnership has not registered and will not 

register the Units offered with the Securities and Exchange 

Commission or any other Federal agency, nor will the Units be 

registered with any state or local agency. This means that no 

Federal or state agency reviewed this offering. According ly, 

prospective investors must recognize that they do not necessarily 

have any of the same protections afforded by registration under 

applicable Federal and state securities laws and they must judge 

the adequacy of disclosure and the fairness of the terms of the 

offering on their own, without the benefit of prior review of 

regulatory authorities. 

Reliance on Management 

All decisions with respect to the management of the Partner­

ship will be made exclusively by the General Partners. The 

Limi ted Partners will have no right or power to participate in 

the management of the Partnership. Accordingly, no person should 

purchase Units unless he is willing to entrust all aspects of the 
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management of the partnership 

successor General Partners, if 

to the General Partners or 

any. The obligations of the 

General Partners to the Partnership are not exclusive, and the 

General Partners need only devote so much of their time to the 

Partnership affairs as they, in their sole discretion, deem to be 

reasonably necessary to manage the Partnership business. 

Investors should also be aware that they are acquiring interests 

in the Partnership, not in the Corporate General Partner or its 

Affiliates. Nevertheless, because the General Partners are 

primarily responsible for the proper conduct of the Partnership's 

business and affairs, a significant financial reversal for the 

General Partners or their Affiliates could adversely affect both 

the ability of the General Partners to operate the Partnership 

and the Limited Partners' interest therein. 

Investors should also be aware that any Individual General 

Partner may withdraw or retire as a General Partner any time 

after December 31, 1985. 

Limitation on General Partner's Liability 

The Partnership Agreement contains certain indemnification 

provisions which may limit the right of action which a Limi ted 

Partner might otherwise have against the General Partners. See 

"Summary of Agre ement of Limited Partnership." 

Limited Transferability of Units 

Each Limited Partner will be required to represent that he 

is acquiring his Units for investment and not with a view to 

distribution or resale, and that he understands the Units are not 

freely transferable. The Units have not been registered under 

the Securities Act of 1933 or under applicable state securities 

laws and therefore they cannot be resold unless they are subse­

quently registered or an exemption from such registra tion is 

available and unless the Partner complies with the restrictions 

set forth in the Partnership Agreement. Transferees of Units 

cannot be substituted as Limited Partners except with the written 

consent of the General Partners unless to a family member by 
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gift. Units may not be subdivided. The sui tabili ty standards 

applied to initial purchasers of the Units may also be applied to 

transferees as a condition to their substitution as Limited 

Partners. It is not anticipated that a public trading market 

wi l l develop for the Units. Further, the Partnership will not 

terminate until the year 2024 unless sooner terminated in 

accordance with the provisions of the Partnership Agreement. 

Limited Partners will not, therefore, be able to liquidate their 

investment in the event of any emergency and Units will not be 

readily accepted as collateral for a loan. Consequently, the 

Uni ts should be considered only as a long-term investment. In 

addition, there can be no assurance that a transfer of Units will 

not result in a loss or adverse tax consequences. 

Liability of Limited Partners 

By purchasing a Unit, an investor will become a Limited 

Partner in the Partnership upon the Initial Closing Date. As a 

Limited Partner, his personal liability for obligations of the 

Partnership will generally be limited to the amount of his 

Capital Contribution and his rights to the undistributed income 

of the Partnership. However, under certain conditions, 

recipients of distributions from the Partnership could be liable 

to certain creditors of the Partnership to the extent of such 

distributions, plus interest. 

Maintenance of the limited liability of the Limited Partners 

requires compliance with certain legal requi rements in juris­

dictions in which the Partnership may operate. Further, if a 

Limi ted Partner participates in control of the business of the 

Partnership or permits his name to be used in the conduct of the 

Partnership' s business, he may become personally liable as a 

general partner for Partnership obligations beyond the amount of 

his Capital Contributions. The nature of the activities 

constituting ·control" that are required to impose such liability 

on a Limited Partner is not clear. 
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Termination and Liquidation 

The Partnership will terminate upon the death, retirement, 

insanity, adjudication of bankruptcy or insolvency, or the 

dissolution of the last remaining General Partner. If, upon its 

liquidation, the Partnership's available cash is not sufficient 

to pay in full all of its liabilities and obligations, certain of 

its assets may be sold as required to cover the cash deficiency. 

Any such dissolution and liquidation of the Partnership prior to 

the completion of all operations could adversely affect the 

investment of the Limi ted Partners. Moreover, in the event 

Partnership assets are distributed to the Limited Partners upon 

liquidation of the Partnership, the recipients will no longer 

have the limited liability of the Limited Partners of the 

Partnership with respect to the continued operation of such 

assets and may find it difficult to operate or dispose of the 

assets. 

Loss on Dissolution and Termination 

In the event of a dissolution and termination of the Part­

nership, the proceeds realized from the liquidation of assets, if 

any, will be distributed to Partners only after the satisfaction 

of claims of all creditors. Accordingly, the ability of a 

Limited Partner to recover all or any portion of his investment 

under such circumstances will depend on the amount of funds so 

realized and the claims to be satisfied therefrom. 

Government Regulation 

The production and 

governmental and state 

including environmental 

sale of minerals is subject to 

regulations 

regulation 

in a variety 

and taxation. 

of ways, 

Although 

Federal, state and local environmental regulations could have a 

material adverse effect on the Partnership's operations, due to a 

recent formation of the Partnership and the lack of the 

significant operations to date, it is not possible to determine 

what effect, if any, such regulations may have. 

The Partnership and its Partners will be subject to Federal 

and state income taxes, state and local franchise taxes, personal 
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property taxes and state severence taxes. State severance taxes 

vary between the states and, within a single state, the amount of 

the tax based o n a percentage of the value of the mineral being 

extracted, varies from mineral to minera l. The Partnership's 

operations will also be subject to taxation by each locality in 

wh ich it owns mineral propert ies or does business. Because many 

state and local tax laws are not unifo rm, the Partnership runs a 

substantial r~sk of double taxation on portions o f its income by 

various jurisdict ions . 

ship's earnings. 

Environmental Regulation 

This may adversely a f fect the Partner-

No environmental impact studies or statements have been 

prepared or undertaken on any of the pr opert ies. Development and 

exploration programs such as are contemplated by the Pa rtnership 

are subject to state and Federal regulations regarding 

environmental considera tions. All of the Partnership's mining 

cla i ms are on public lands. All operations by the Partnership 

involving the explor ation for or the production of any minerals 

are subject to existing laws and regulations relating to explora­

tion procedures, s afety precautions , employee health and safety, 

air quality standards, pollution of stream and fre sh water 

sources, odor, noise, dust and other environmental protection 

controls adopted by Federal, stat e and local governmental author­

i ties as we l l as the right of adjoining property owners. The 

Part nership may be r equired to pre pare and present to Federal, 

sta te or local authorities data pe r t aining to the e ffect or 

i mpact that any proposed explora tion for a production of minerals 

may have upon the envi r onment. All requirements i mposed by any 

such authorities may be costly, time consuming and may delay 

commencement or continuation of exploration or production opera­

tions . Future legislation may significantly emphasize the 

protection of the e nvironment, and as a consequence, the act iv­

ities of the Partnership may be more closely regulate d to further 

the cause of environmental protection. Such legislation, as well 

as future interpretation of existing laws, may require 
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substantial increases in equipment and operating costs to the 

Partnership and delays, interruptions, or a termination of 

operations, the extent of which cannot be predicted. 

Environmental problems known to exist at this time may not be , in 

compliance with regulations that may come into existence in the 

future. This may have a substantial impact upon the capital 

expenditures required of the Partnership in order to deal with 

such problems and could substantially reduce earnings. 

Certain Tax Risks 

The following sections and the section entitled "Who Should 

Consider Investing" and the opinion of counsel attached hereto as 

Exhibit "D" must be carefully read and understood by each 

prospective Limited Partner to determine whether an investment in 

the Partnership is suitable for him. 

The Partnership has not applied for and does not expect to 

apply for a ruling from the Internal Revenue Service (the 

"Service") with respect to its status as a Partnership for 

federal income tax purposes or with respect to any of the other 

projected tax consequences set forth in this Memorandum, and no 

representation or warranty of any kind is made with respect to 

any tax consequences relating to the Partnership. 

The following paragraphs summarize some of the tax risks to 

the Limited Partners. A more complete discussion of the tax 

aspects of the investment is set forth under "Certain Tax 

Aspects. " Because the tax aspect s of the offering are complex 

and certain of the tax consequences may differ markedly among the 

Limited Partners, prospective Limited Partners should consult 

their own tax advisors in evaluating the tax aspects of an 

investment in the Partnership. 

This Memorandum does not discuss local or state income tax 

requirements . Again, prospective Limited Partners should consult 

their own tax advisors on this matter. 

Investors should recognize that they might be forced to 

incur substantial legal and accounting costs resisting any 

challenge by the Service. 
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Partnership classification 

A partnership is not itself subject to Federal income taxes. 

The partners of a Partnership take into account their share of 

the partnership's taxable income, losses and deductions in 

computing their Federal income taxes. Accordingly, the tax 

benefits of the Limited Partners depend upon the Federal income 

tax classification of the Partnership as a "partnership" and not 

as an "association" taxable as a corporation. Since the 

Partnership has not applied for, and does not expect to apply 

for , a ruling from the Service regarding its tax classification, 

a greater risk and uncertainty as to the tax status of the 

Partnership exists than would be the case if a tax ruling were 

requested and received. Although it is the opinion of counsel 

that the Partnership will be treated as such for tax purposes, no 

assurance can be given that the Partnership will not be treated 

as an association taxable as a corporation, resulting in the loss 

of substantially all of the tax benefits that may flow from an 

investment in the Partnership. If the Partnership should be 

tre ated for Federal income tax purposes as an association taxable 

as a corporation rather than a partnership, the Partnership would 

be required to pay Federal income tax on its income, and its 

deductions and credits would not be passed through to the Part­

ners. Also, the Partners would be taxed upon distributions 

substantially in the manner that corporations and their share­

holders are taxed upon distributions. 

Tax Shelter Program 

The Service has established a "Tax Shelter Program" to 

identify and examine abusive tax shelter returns. Although the 

Partnership does not specifically meet the criteria established 

under this program, the Service may assert, in view of the large 

anticipated initial losses to be incurred by the Partnership, 

that it is an abusive tax shelter. Further, the Service activity 

in this area may increase the likelihood that an individual 

Partner's return may be audited. 
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Risk of Audit 

There is substantial risk that the Partnership will be 

audited and that such an audit could result in adjustments to the 

various items reported by the Partnership. Any such adjustments 

to the return of the Partnership may require each Partner to file 

an amended Federal income tax return for his taxable year with 

respect to which the adjusted Partnership items were reported. 

Also, any adjustments to the Partnership's return may result in 

an aud.l t of each Partner' s own income tax return which could 

result in adjustments of non-partnership items of income, 

deductions or credits as well as Partnership items. In the event 

of such adjustments, a Partner might incur attorneys' fees, court 

costs and other expenses in connection with contesting any 

proposed deficiency asserted by the Service. Each Partner will 

have to bear his own expenses in connection with contesting any 

proposed deficiency asserted by the Service. Further, each 

Partner will have to bear his own expenses in connection with any 

possible amendment, adjustments, audit or contest of his own tax 

return and considerable legal and accounting expenses could occur 

even if the challenge by the Service proved unsuccessful. 

There may be uncertainty surrounding certain tax positions, 

including certain deductions, which will be taken by the Partner­

ship, and there can be no assurance that some of the deductions 

claimed or positions taken by the Partnership may not be chal­

lenged and disallowed by the Service. The Partnership will 

consider taking all deductions and positions for which there is 

support, even though it may be aware that the Service does not 

agree. No opinion of counsel is available with respect to some 

of these issues, either for the reason that they involve factual 

determinations, or for the reason that they involve legal 

doctrines that are not fully developed under existing case law. 

In addition, no opinion of counsel is available and no assurance 

can be given that the Service will not challenge the position 

taken by the Partnership as to any of these matters, including 

the amount of any deduction or the period or year in which it may 

be claimed or the deductibility by the Partnership of any fee 
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pa id to the General Partners or any 

Service is presently vigorously 

of its Affiliates. The 

auditing partnerships, 

scrutinizing in particular certain claimed tax deductions. 

Recapture of Exploration Expenses 

Exploration expenses which are deductible under Section 

6l7(a) must be recaptured and treated as ordinary income when the 

mining property on which the exploration is performed reaches the 

production stage or upon certain depositories. 

Tax Preferences - Minimum Tax 

Depletion deductions taken on mining income in excess of the 

adjusted basis of the property will be an item of tax preference, 

which is subject to the alternative minimum tax. In addition, 

exploration and development expenses will also be an item of tax 

preference. 

Contracts with Affiliates 

It is intended that a contract be entered into between Frank 

J. Frankovich and the Partnership whereby Mr. Frankovich will 

undertake to carry out an exploration program on the properties. 

Since Mr. Frankovich is an Affiliate of the General Partners, the 

contract between the Partnership and Mr. Frankovich will not be 

negotiated on an arm's length basis. Al though the Partnership 

will attempt to set the terms of the contract substantially the 

same as those which would be negotiated between unrelated 

parties, no assurance can be given that the Service will not 

challenge the contract. 

Changes in Federal and State Tax Laws and Regulations and Inter­

pretations Thereof 

The tax benefits of an investment in the Partnership could 

be lost and substantial tax liabilities incurred by reason of 

legislative Changes in the tax law or changes in Treasury Rulings 

or Regulations. Furthermore, no assurance can be given that the 

Partnership's interpretation of the existing law and Treasury 
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Regulations will not be challenged by the Service and possibly 

disallowed. Moreover, there is no assurance that changes in the 

interpretation of applicable income tax laws will not be made by 

administrative or judicial action which will adversely affect the 

tax consequences of an investment in the Partnership. Any such 

changes mayor may not be retroactive with respect to 

transactions prior to the effective date thereof. Each potential 

Limited,Partner should seek and must rely on the advice of his 

own tax advisor with respect to the possible impact on his 

investment of any proposed legislation. 

State and Local Taxes 

The Limited Partners may be subject to various state and 

local taxes with respect to their investment in the Partnership. 

PROSPECTIVE LIMITED PARTNERS ARE URGED TO CONSULT THEIR OWN TAX 

ADVISORS, FIRST, WITH RESPECT TO THE POTENTIAL TAX CONSEQUENCES 

TO THE LIMITED PARTNERSHIP, AND SECOND, WITH RESPECT TO THE 

APPLICABILITY THEREOF TO THEIR OWN INDIVIDUAL TAX SITUATION. 

- 35 -



FIDUCIARY DUTY OF THE GEN~RAL PARTNERS 

The General Partners are accountable to the Partnership as 

fiduciaries, and consequently, are required to exercise good 

faith and integrity in all their dea l ings with respect to 

Partnership affairs. Where the question has arisen, courts have 

held that a limited partner may institute legal action on behalf 

of himself and all other similarly situated limited partners (a 

class action) to recover damages for a breach by a general 

partner' of his fiduciary duty or on behalf of the partnership (a 

partnership derivative action) to recover damages from third 

parties. Certain recent cases decided by the Federal courts may 

also be construed to support the right of a limited partner to 

bring such actions under Rule lOb-5 adopted by the Securities and 

Exchange Commission for the recovery of damages (including losses 

incurred in connection with the purchase or sale of partnership 

units) resulting from a breach by a general partner of his 

fiduciary duty. This is a rapidly developing and changing area 

of the law, and Limited Partners who have question concerning the 

duties of the General Partners should consult with their own 

counsel. 

Provision has been made in the Partnership Agreement that 

the General Partners shall not be liable to the Partnership nor 

to any Limited Partner for any course of conduct undertaken in 

good faith, provided that the General Partners' conduct did not 

constitute gross negligence. As a result, Limited Partners will 

have a more limited right of action in certain circumstance than 

they would in the absence of such a provision in the Partnership 

Agreement. 

The Partnership Agreement also provides that the General 

Partners may effect necessary insurance for the 

and/or for the General and/or Limited Partners. 

Partnership 

The General 

Partners shall not be indemnified against liabilities arising 

under the Securities Act of 1933. The Partnership shall not pay 

for any insurance covering liability of the General Partners or 

any other persons for actions or omissions for which 

indemnification is not permitted by the Partnership Agreement, 
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provided, however, that the General Partners or their Affiliates 

may be named as additional insured parties on policies obtained 

for the benefit of the Partnership to the extent that there is no 

additional cost to the Partnership or decrease in the insurance 

proceeds payable to the Partnership. 

IN THE OPINION OF THE SECURITIES AND EXCHANGE COMMISSION, 

INDEMNIFICATION FOR LIABILITIES ARISING UNDER THE SECURITIES ACT 

OF 1933' IS CONTRARY TO PUBLIC POLICY AND THEREFORE IS UNENFORC­

EABLE. 
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CONFLICTS OF INTEREST 

The Partnership is subject to various conflicts of interest 

arising out of its relationships with the General Partners and 

their Affiliates. Because the Partnership was organized and will 

be operated by the General Partners, these conflicts will not be 

resolved through arm's length negotiations but through the 

exercise of the General Partners' judgment consistent with its 

fiduciary responsibility to the Limited Partners and the Partner­

ship's investment objectives and policies. These conflicts 

include, but are not limited to, the following: 

Competition for Management Services 

The Partnership will not have independent management but 

will rely solely upon the General Partners for its operational 

management. The agents and employees of the General Partners , 
will devote only so much of their time to the business of the 

Partnership as in their jUdgment is reasonably required. Such 

persons will have conflicts of interest in allocating management 

time, services and functions between the Partnership and other 

business ventures in which they may be involved. The duties and 

responsibilities in connection with these ventures may adversely 

affect the General Partners' abilities to perform their duties 

for the Partnership. The General Partners, their agents, 

empl oyees and affiliates, may engage on their own account, or for 

the account of others, in other business ventures, and neither 

the Partnership or any Limited Part ner shall be entitled to any 

interest therein. 

The officers of the Corporate General Partner and some of 

their Affiliates have existing and on-going obligations to 

provide mining services to a variety of other clients. The 

General Partners and their Affiliates may also seek additional 

clients seeking mining investments, and may sponsor the 

securities of additional limited partnerships, trusts and 

companies that will seek to buy, hold, explore, develop and sell 

mining investments. These activities may require that the 
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General Partners and their Affiliates undertake to provide 

services to these clients similar to those to be provided to the 

Partnership. 

The General Partners have engaged and will continue to 

engage in other mining activities for their own account and for 

others, which activities may compete with the Partnership and may 

result in potential conflicts of interest. 

Conflicts with Affiliates 

Frank J. Frankovich, the party with which the Partnership 

will contract for the exploration of the Partnership properties, 

is an Affiliate of the General Partners. 

The General Partners may contract on behalf of the Partner­

ship wi th affiliated parties to provide services or materials to 

the Partnership if the fees for such services or materials are 

not less favorable to the Partnership and are competitive with 

those which the Partnership could obtain from equally qualified 

independent parties. 

In the event that any Partnership property (other than 

additional Units) is sold to a General Partner or any Affiliate, 

the sale shall be at the greater of the highest bona fide 

independent offer received, or if no such offer is received, the 

fair market value thereof, as determined by an independent mining 

engineer or appraiser selected by the General Partners. Any 

purchase from the General Partners or an Affiliate may only be 

for a consideration not greater than fair market value as 

determined by such an engineer or appraiser. See ·Summary of 

Agreement of Limited Partnership" and the Agreement of Limited 

Partnership attached hereto as Exhibit "A". 

Participation by the General Partners in Additional Financing 

The General Partners have the discretion to seek the 

additional funds necessary to complete exploration, development 

and/or production of any property, and may participate as an 

investor in any such financing in accordance with requirements 

specified in the Partnership Agreement. Additional equity 
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financing ultimately may prove to be more advantageous to the 

General Partners than to the Limited Partners. For example, 

such additional financing could dilute the Limited Partners' 

proportionate interest in the Partnership property. Since it is 

not possible to determine in advance the most adva ntageous manner 

in which interests in a conunercially minable property may be 

marketed, the Partnership Agreement does not limit the General 

Partners' flexibility in arranging the financing of additional 

exploration, development and production activities. As noted 

under "Certain Risk Factors," it may be impossible to obtain a 

meaningful appraisal of the fair value of any mineral property 

for purposes of valuing the interests to be offered the investors 

financing additional mining activities (including the General 

Partners or an Affiliate). In these circumstances, it is 

contemplated that the General Partners would set the terms of the 

addi tional financing as fairly as possible on the basis of the 

best information available. 

Indemnification of the General Partners 

The enforceability of provisions of the Partnership Agree­

ment limiting the General Partners' liability may be limited by 

future developments in the law. It is understood that it is the 

view of the Securities and Exchange Commission that any attempt 

to limit a partner's liability under the Securities Act of 1933, 

as amended (the "Act"), is contrary to public policy and is 

unenforceable. 

Rights of Limited Partners 

Under present Federal law, it appears that ( i ) Limited 

Partners would have the right, subject to the provisions of the 

Federal Rules of 'Civil Procedure, to bring class actions in the 

Federal courts to enforce Federal right of all Limited Partners 

similarly situated and derivative actions in the Federal courts 

to enforce Federal rights of the Partnership, (ii) Limited 

Partners who have suffered losses in connection with the purchase 

or sale of Units due to acts or omissions by the General Partners 
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involving the requisite elements of misrepresentation in 

connection with such purchase or sale including misapplication by 

a General Partner of the proceeds from the sale of Units of the 

Partnership, would have the right to recover such losses from 

such General Partner in an action based on Rule lOb-S under the 

Securities Exchange Act of 1934, and (iii) the Partnership and 

certain other persons (including the General Partners) would be 

liable under applicable provisions of the Act in civil and 

criminal action in which the requislte elements of such liability 

are established. 

The cost of litigation against a General Partner for en­

forcement of its fiduciary and other obligations to the 

Partnership and the Partners may be prohibitively high and any 

judgment obtained may not be collectible, since such General 

Partner may not be bonded and any such judgment may exceed the 

net worth of such General Partner. 

Legal Services 

It is anticipated that counsel to the Partnership and 

counsel to the General Partners will be the same and that such 

dual representation will continue in the future. In addition, 

accountants and other experts who perform services for the 

Partnership may from time to time perform services for the 

General Partners or their Affiliates and it is anticipated that 

such multiple representation may be continued in the future. 
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USES OF PROCEEDS 

The following table illustrates estimated uses by the 

Partnership of the proceeds of this offering. The amounts set 

forth below are estimates only and the actual uses of proceeds 

may differ from those illustrated. 

Minimum Max.imum 

Limited Partners' Capital 

Contributions ..•••..••.••••••••..•••••• $ 300,000 

General Partner's Capital 

$1,000,000 

Contribution 

Gross Proceeds of 

Not e 1 Note 1 

Offering ••••••••••••••.•••• $ 300,000 $1,000,000 

Estimated Offering and 

Organizational Expenses (Note 2) •••••••• 30,000 30,000 

Property Acquisition Payments (Note 3) 50,000 75,000 

Reserve for Advance Minimum 

Royalties (Note 4) 40,000 40,000 

Amount Available for Investment 

(Net Proceeds) (Note 5) •••••..•..••..... $ 180,000 $ 855,000 

THESE FIGURES SHOWN ARE ESTIMATES AND PAY NOT ACCURATELY 

REFLECT THE ACTUAL APPLICATION OF THE PROCEEDS OF THIS 

OFFERING. 

Note 1 The General Partners' Capital Contributions will not 

include any cash but will consist of the Border 

Silver Property described elsewhere in this 

Memorandum. 
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Note 2 

Note 3 

Note 4 

Note 5 

The General Partners wi l l be reimbursed for all 

expenses incurred by them in connection with the 

organization of the Partnership and of the offering 

of the Units therein. 

The property acquisition payments are due to Frank J. 

Frankovich in the amount of $50,000 upon the sale of 

12 Units and an additional $25,000 upon the sale of 

20 Units. 

An advance minimum royalty is due to Mr. Frankovich 

in the amount of $2,500 per month commencing the 

first month following the sale of 12 Units and 

continuing monthly thereafter. 

The amount available for investment is the amount of 

funds that will be available for exploration and 

development of the Border Silver Property and other 

properties, if any, selected by the General Partners. 

In addition, a portion of such funds will be required 

to establish a reserve to pay for any advance and/or 

minimum royalties which may be due under the 

Partnership's agreements with respect to the Border 

Silver Property and other properties, if any, in 

order to maintain any leases and/or mining claims in 

full force and effect. 
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BORDER SILVER LIMITED PARTNERSHIP, is a recently formed 

limi ted partnership organized und e r the laws of the state of 

Washington. The administra t i ve offices of the Partnership will 

be at Suite 400, West 801 Riverside, Spokane, Washington. The 

Partnership will be created fo r t he purpo s e of the explora t ion 

of mineral proper ties with a view to the production of pre cious 

metals .. 

Capitalization of the Partnership 

The Partnership will be capitalized with $1,000,000 if all 

40 Units are sold. However, the General Partners fee l that a 

viable exploration p r ogram c a n be conducted on the Border 

Silver Pr operty for approximately $250,000. Accordingly, this 

offering will initially close and the Partnership will begin 

ope rations upon the sale of at least 12 Units. After the 

payment of organizational and offering expenses, it is 

est i mated that the Partnership will have operational capital of 

$970,000. The Partnership will also receive precious metal 

mi ning properties from the Corporate General Partner which will 

be underground silver prospects in the exploration stage 

located in Arizona, commonly referre d to as the "Border Silve r 

Proper t y" • This proper t y will consist of lease d state l a nds 

and unpatented federal mining claims held pursuant to the 

Exploration and Option Agreement. In add i tion, t h e Border 

Silver Property includes an adjacent 980 acres of s t ate land 

acquired by Mr. Frankovich by prospecting permit and 10 

unpatented mining cla ims known as the Nova claims numbe rs 1 

through 10. There is a total of 2,145 acres included i n the 

Border Silver Property . 

Propos ed Exploration Program 

The Partnership intends 

activities on the Border Silver 

to begin 

Prope rty 

its 

upon 

explora tion 

the Initial 

Closing Date. The Partnership will terminate exploration on 
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the Border Silver Property when, and if, management determines 

that the results are not sufficiently encouraging to continue. 

In that event, the remaining funds, if any, would be used to 

acquire and explore other precious metal properties selected by 

the General Partners. 

Development and Production Activities 

Funds expended for exploration often are only a minor 

portion of the total amount required to develop a mine and 

place it into commercial production, including in some cases 

the construction and operation of milling or refining 

facili ties. Thus, in the event that conunercially marketable 

quantities of precious metals are discovered through 

exploration, it is anticipated that it will be necessary for 

the Partnership to raise a substantial amount of additional 

capital to bring that mining property into production. 

Although the General Partners may seek to obtain such funds in 

part through borrowing, there is no assurance that such 

borrowings could be obtained on reasonable terms or in the 

amounts sought. In the event the Partnership cannot obtain 

debt financing on terms acceptable to it, the General Partners 

may attempt to raise the necessary funding through an offering 

of stock in the Corporate General Partner. It is likely that 

such method of financing would dilute the interest of the 

Limited Partners. Furthermore, no assurance can be given that 

such funding would be successfully raised. 

Alternatively, it might be necessary for the General 

Partners to sell or transfer, in whole or in part, an interest 

in the property to be developed to some third party in order to 

either raise the required funds for development and production 

or for the purpose of disposing of the property upon the best 

terms and conditions available, in lieu of the Partnership 

developing and operating the mine. 
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THE BORDER SILVER PROPERTY 

The Partnership will acquire all of the Corporate General 

Partner's interest in the Border Silver Property located in 

Cochise County Arizona. 

between Mr. Frankovich 

An Exploration and Option Agreement 

and Mr. Ellsworth, which has been 

assigned to the Partnership, covers a contiguous block of 561 

acres ~f State mineral leases and 474 acres consisting of 26 

Federal mining locations I for a total of 1035 acres. 

Mr. Frankovich had also acquired by prospecting permit and 

stating certain rights to additional Border Silver Property 

which have been assigned to the Partnership by the Corporate 

General Partner. Mr. Frankovich assigned his entire interest 

in the Border Silver Property exclusive of retained royalty 

interests of five percent (5%) of the net smelter returns 

attributable on the federal claims and two percent (2%) of the 

net smelter returns on the state leases. With respect to such 

royalties, Mr. Frankovich will be entitled to receive from the 

Partnership advance minimum royalties in the amount of $2,500 

per month beginning on the Initial Closing Date. In addition, 

the Partnership will pay to Mr. Frankovich $50,000 on the 

Initial Closing Date and $25,000 upon the sale of 20 Units for 

the acquisition of the Border Silver Property. See the 

"Assignment Agreement attached hereto as Exhibit "C". 

Location 

The Border Silver Property is located in Sections 15, 16, 

and 17, T.24s, R.29E of Cochise County, Arizona. It is 9 miles 

due east of Douglas, Arizona I and immediately north of and 

adjacent to the Mexican border. It is easily accessible via a 

gravelled county road from Douglas across the north edge of the 

property. The average elevation is about 4,500 feet. The 

terrain is of moderate relief with light desert vegetation, and 

almost all of the property is traversible by 4-wheel drive 

vehicle. 
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Exploration and Option Agreement 

The Exploration and Option Agreement allows exploration of 

the property and the right to purchase with no reservations 

under the following terms: 

1. Expenditure of $10,000 for the benefit of the 

property in the first year. This has been done. 

2. Rental payments monthly starting November I, 1983, at 

$300 per month and annually increasing to $1,000 per month 

starting November I, 1986. 

3. Total purchase price of $500,000 payable in five 

annual installments of $100,000 each, with the first payment 

due November 1, 1986. 

The Partnership can terminate the agreement at any time 

without penalty. To keep the agreement in effect, in addition 

to the option payments, the Company must do the assessment work 

on the 30 Federal claims (minimum of $100 each), file the 

proper notices and make rental payments of the Arizona State 

leases, totalling $390 per year. Arizona reserves a 5% net 

smelter returns royalty on its mineral leases. A copy of the 

agreement is attached hereto as Exhibit "E". 

History and Previous Exploration 

Old geological references indicate that claims in the area 

were first located about 1900 and that prospecting activity, 

promoted by silver-lead mineralization, has continued intermit­

tently since that time by individuals and small companies. 

Several major mining companies have done reconnaissance 

type geochemical work on the property. One such company 

followed up with drilling a total of 500 feet of diamond drill 

holes in 3 holes. A small investment company drilled 10 

air-rotary holes for a total of 3,070 feet. The people who did 

that work did not consider the results to be favorable. 
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Geology 

The property contains Cretaceous Bisbee Group limestones, 

sandstones and shales which have been gently folder, faulted, 

and intruded by laramide igneous stocks. Silver-lead 

mineralization and gossans are found in numerous places in the 

property. None of the mineralization is commercial and no 

reliable predictions can be made as to the character of the 

mineralization. Independent geological reports are generally 

favorable in their outlook for the mineral potential of the 

property. 

Proposed Exploration Program 

The Partnership plans to improve the present 1" to 500' 

geological map and to extend it by an additional three square 

miles and do additional geochemical surveying. Three primary 

target areas have been identified and will be explored by 

drilling profiles of diamond drill holes across the strike of 

mineralized structures. The results of drilling will be 

assessed after each hole is completed and changes in the 

program will be made is desirable. The amount of drilling that 

will be done in each target area will depend on the results of 

the drilling as it progresses. A flexible program will be 

maintained for best results. Several secondary drill targets 

on the property have been located and will receive some 

first-phase drilling if funds are available. 

The Partnership plans to hire Frank Frankovich, consulting 

geologist and Arizona contract diamond drilling companies to 

perform all of its exploration program on its property in 

Arizona under geological and management supervision from the 

Partnership's office in Spokane, Washington. 

The initial priority of presently identified target areas 

is as follows: 

a. Great Arizona gossans (eastern a r ea of property); 

b. Border Queen area gossan-sulphide-barite 

mineralization (central area); 
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c. Gossanous 

property) ; 

arkose formation (western area 

d. Border King area silver-lead-barite mineralization 

(north central area) i 

e. Johnson prospect sil ver-lead-bari te minera-lization 

(north central area); 

f. Windmill prospect silver-lead-barite mineralization 

(north central area); 

g. Other lesser target areas identified. 

of 

The priority of targets may be reordered by the project 

geologist as the work progresses. 

The Partnership will terminate exploration on the Border 

Silver Property when, and if, management determines that the 

results are not sufficiently encouraging to continue. In that 

event the remaining funds would be used to further its plan to 

acquire and explore other precious metal properties. 
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THE GENERAL PARTNERS 

Corporate General Partner 

Border Silver Mining, Inc., was incorporated in the State 

of Washington on May 16, 1983, with a capitalization of 

20,000,000 shares of $.0025 par value common stock. The 

Corporation maintains its principal place of business at 

West 801 Riverside, Spokane, Washington a nd its telephone 

number at the address is (509) 624-4653 . 

Its officers and directors are: Janice E . Duval, 

President and Dire ctor; Frank J. Frankovich, Vice President and 

Dir ector; Hobart Teneff, Secretary and Direc t or; Rockne Timm , 

Treasurer. 

Individual General Partners 

Hobart Teneff, age 63, is Secreta r y and a director of t he 

Corporate Ge nera l Partner. Mr . Te neff is pre sently President 

of t he publicly held Briti sh Columbia, Canada companies, 

Pegasus Gold, Ltd. and Montoro Gold, Inc. Mr . Teneff is al s o 

Pre sident of Gold Reserve Corpor ation, a Washington corporat ion 

and Vice President and a di rector of Midni te Mines, Inc . , a 

Washington cor pora tion. Gold Reserve and Mi dnite Mines are 

both publicly t raded c ompanies. Prior to his involvement in 

the mining industry thr ough his affiliation in the mid 1970's 

with Gold Reserve a nd Pe gasus, Mr. Teneff was Pr esident and the 

owner and operator of General Equipment Company, a company 

engaged in selling and i nstalling heating and air conditi on i ng 

units to the mechanical contracting i ndustry . 

Frank D. Duval, age 48, is c urrently President and a 

di rector of Midni te Mines , Inc. For the past eight years 

Mr. Duval has been employed by Pegasus Gold Lt d. in an advisory 

capacity. Mr. Duval has been active in mine developments for 

the past 24 years. 
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PROFITS , LOSSES AND DISTRIBUTIONS 

Ge neral Partners' Share in Partnership's Income and Losses 

The Corpora te General Partner shall contribute t o the 

Partnership all of its interest in the Border Silver Proper ty 

as described in the Partnership Agreement. The val ue of the 

contr ibution has been de t e rmined to be $80,000 all of whi ch 

shall be the General Partners' initial capital account. 

Assuming the maximum number of Units is sold, the Partnership 

Agreement governing the allocations of profi t s and losses 

allocates 1 percent of the losses up to $1,010,000 to the 

General Partners and 85 percent of the losses in exce ss of 

$1,010,000 to the General Partners. Prof i ts are allocated the 

same as losses until all losses have been recouped and 85 

percent thereafter to the General Partners. 

Limited Par tners' Share in Partnership Income and Losses 

Again assuming t he maximum number of Units is sold , l o sses 

up to $1,010,000 shall be allocated 99 percent to t he Limited 

Partners and in excess of $1,010,000 shall be allocated 15 

percent to the Limited Partners. Profi ts shal l be allocated to 

the Limited Partners the s ame as losses until a ll 

losses have been recouped at which time profits shall then be 

allocated 15 percent to the Limi t ed Partne r s. 

Dis t ributions to the Partners 

Di s tributions shall be made within the sole discretion of 

the Genera l Partners except distributions to t he Limite d 

Partners shall be in p r oportion to their c apital contribution 

and shall be 99 percent to the Limited Partners and one percent 

to the General Partners until distributions to the Limited 

Partne rs have totalled $1,000,000 (or ad justed as provided for 

in the Partnership Agreement). All other distribut i ons, e xcept 

distributions on termination, shall be 85 percent to the 

General Partner and 15 percent to the Limite d Partners. 
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PARTNERSHIP MANAGEMENT 

The Partnership will be managed by the Corporate General 

Partner, Border Silver Mining, Inc., and the Individual General 

Partners. Hobart Teneff and Frank D. Duval. The Corporate 

General Partner is prohibited by the terms of the Partnership 

Agreement from engaging in any other business activity without 

the consent of the Limited Partners until such time as 

distributions to the Limited Partners have totalled $1,000,000 

(or adjusted as provided for in the Partnership Agreement). 

After distributions totalling $1,000,000 (or adjusted) have 

been made to the Limited Partners, the Corporate General 

Partner may engage in any business it chooses including 

businesses related to or competitive with the business of the 

Partnership and need only devote to the Partnership whatever 

time, effort and skill may be necessary to conduct the business 

affairs of the Partnership. See "Conflicts of Interests." 

The Partnership Agreement does not restrict the outside 

acti vi ties of any of the directors, officers or employees of 

the Corporate General Partner nor of the Individual General 

Partners. 

Summary of Management Responsibilities 

Except as provided within the terms of the Partnership 

Agreement the General Partners shall have sole and complete 

charge of the affairs of the Partnership. The General Partners 

shall have the authority to act on behalf of the Partnership in 

all matters of Partnership business with the exception that the 

General Partners may not sell all or substantially all of the 

Partnership property without the consent of the Limited 

Partners until the Limited Partners have realized their 

investment. Nor may the General Partners sell to a related 

entity without the consent of the Limited Partners. The 

General Partners shall have authority to expend Partnership 

funds in furtherance of the business of the Partnership, to 

arrange financing as they deem appropriate, to pledge all or 
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any portion of the Partnership's assets and to convey such 

portions, if any, of the Partnership's assets as may be 

required to obtain such financing, to acquire or lease mineral 

interests; to explore or prospect for silver and other 

minerals, including geological and geophysical activities, and 

to produce, save, sell and develop any Partnership property, 

and to enter into operating agreements or joint venture 

agreements with respect to properties acquired by the 

Partnership, to employ agents, employees, independent 

contractors, attorneys and accountants as the General Partners 

deem reasonably necessary, to effect necessary insurance, to 

pay, collect, compromise, arbitrate, or otherwise adjust any 

and all claims or demands of or against the Partnership; and to 

bind the Partnership in all transactions involving the 

Partnership's property or business affairs. The General 

Partners shall be reimbursed for all costs fairly allocable to 

the Partnership I s business but shall receive no compensation 

for their services other than their interests in the 

Partnership. 

Offering and Organization 

The General Partners are responsible for organizing the 

Partnership as well as for marketing the Units. This includes 

the formation of the Partnership; the preparation and filing of 

information with state and Federal regulatory agencies if 

required; the marketing of Units and securing capital for the 

Partnership. 

Possible Conflicts of Interest 

The principal areas in which conflicts of interest may 

arise in connection with the business of the Partnership are as 

follows: 

The Individual General Partners and Affiliates of the 

Corporate General Partner are engaged in other mining 

activities. The Individual General Partners, and their 

Affiliates are not restricted from engaging for their own 
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account in business activities of the type conducted by the 

Partnership. Occasions may arise when the interests of the 

Partnership would be in direct conflic t with those of the 

Individual General Partners, the Corporate General Partners or 

their Affiliates. When distributions to t he Limited Partners 

have totalled $1, 000, 000 (or adjusted) the Corporate General 

Partner may also engage in business activities which may prove 

to be competitive or in conflict with the business interests of 

the Partnership. 

Frank J. Frankovich is involved in other mineral 

exploration and development activities and will continue to be 

so involved. In addition, Mr. Frankovich is an Affiliate of 

the Corporate General Partner and will conduct the exploration 

activities of the Partnership pursuant to an Exploration 

Agreement with the Partnership. 

It is possible that as a consequence of the obligations 

and relationships discussed above, advantageous investment 

opportunities that might otherwise be available to the 

Partnership may not be made available to it and that the 

General Partners may be required to devote considerable time to 

ventures other than the Partnership as is allowed under the 

terms of the Partnership Agreement. 
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SUMMARY OF AGREEMENT OF LIMITED PARTNERSHIP 

Prospective Limited Partners should read and familiarize 

themselves with the Agreement of Limited Partnership (the 

"Partnership Agreement") which is attached to this _Memorandum 

as Exhibit "A". Certain provisions of the Partnership 

Agreement have been described elsewhere in this Memorandum. 

The following is a summary of certain provisions of the 

Partnership Agreement. However, this summary does not purport 

to completely describe or refer to all significant terms of the 

Partnership Agreement and therefore each prospective Limited 

Partner should read the Partnership Agreement in its entirety. 

Capital Contributions 

The General Partners will make a capital contribution to 

the Partnership in an amount equal to eight percent (8%) of the 

maximum contributions to the Partnership of the Limited 

Partners. Such contribution by the General Partners will be in 

the form of certain mining claims commonly referred to as the 

Border Silver Property, which have an agreed value of $80,000. 

Limited Partners in this offering will purchase a minimum of 12 

Units for an aggregate offering amount of $300,000 and up to a 

maximum of 40 Units for an aggregate offering amount of 

$1,000,000. Payment for the Units shall be made in cash or by 

check or money order contemporaneously with the execution of 

the Subscription Agreement. If the Limited Partners' 

contributions are less than $1,000,000, distributions shall be 

made to the Limited Partners based on their lesser contribution 

and losses allocated to the Limited Partners shall be adjusted 

to 101 percent of the Limited Partners' total lesser capital 

contribution. Allocation of profits to the Limited Partners, 

shall also be reduced proportionately, and to the General 

Partners increased accordingly. 
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Adjustments of Profits and Losses 

Profi ts and losses shall be determined and allocated to 

the Limited Partners based on the number of days that each 

Limited Partner is admitted to the Partnership. Losses shall 

not be allocated to any Limited Partner if such allocation 

would reduce his capital account below zero. Allocations shall 

be made to the Limited Partners in proportion to their capital 

contributions. 

Term and Dissolution 

The term of the Partnership commenced July 16, 1984, the 

date of filing and recording of the Certificate of Limited 

Partnership, and will continue for a period ending 

December 31 , 2024, unless sooner dissolved pursuant to the 

terms of the Partnership Agreement. Such earlier dissolution 

will happen upon the occurrence of: 

1 . The sale of all real and personal property of 

the Partnership. 

2. The retirement of the last remaining General 

Partner. 

3. Any act of insolvency on the part of the last 

remaining General Partner. 

4 . By operation of law. 

Upon dissolution of the Partnership, the Partnership will 

be liquidated and the proceeds of liquidation will be applied 

in the following manner: 

1. To the payment of debts and liabilities of the 

Partnership (other than any loans or advances made by any 

of the Partners) and the expenses of the liquidation; 

2. To the Partners in repayment of loans; 

3. To the Partners in respect to their 

undistributed shares in their capital account. 

Rights and Duties of the General Partners 

The Partnership Agreement provides that the General 

Partners shall have the sole right to manage the business of 

the Partnership and that no Limited Partner shall participate 
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in or have any control over the business of the Partnership. 

The General Partners, however, are precluded, until such time 

as distributions to the Limited Partners shall have exceeded 

the aggregate contributions made by the Limited Partners, from 

selling all or substantially all of the Partnership property 

without the consent of all Limited Partners. In addition, the 

General Partners may not at any time sell Partnership assets to 

a related entity without the consent of all Limited Partners. 

The General Partners shall have the authority and power to 

pledge all or any portion of the Partnership's assets as 

required to obtain financing. 

Liabilities of Limited Partners 

No Limited Partner shall be personally liable for any of 

the debts, obligations or liabilities of the Partnership or any 

of the losses thereof in excess of the amount of his capital 

contribution. 

Transfer of Units 

The Partnership Agreement provides, for tax and securities 

law reasons, significant limitations on the assignment of 

transfer of Units. By becoming limited partners, Limited 

Partners agree that no Unit will be sold, assigned or 

transferred without the prior written consent of the General 

Partners. If written consent to assign is obtained from the 

General Partners, the purchaser, assignee or transferee will 

become a Substituted Limited Partner with all the rights of a 

holder of the Units only if all of the interest of the assignor 

or transferor is sold, assigned or transferred and the 

Substituted Limited Partner executes an instrument agreeing to 

be bound by the terms and conditions of the Partnership 

Agreement. No assignment of an interest in the Partnership 

will be effective until all certificates or other documents 

have been executed and filed and all acts have been performed 

to preserve the status of the Partnership as a Limited 

Partnership. 
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Amendment of Agreement 

The Partnership Agreement provides that the Agreement may 

only be amended with the written consent of the General 

Partners and all of the Limited Partners. 

Liability of General Partners to Limited Partners 

The Partnership Agreement provides that the Ge neral 

Partners shall not be liable to the Limite d Par tners for any 

course' of conduct undertaken in good faith unless the General 

Partners are guilty of gross negligence with respect to such 

course of conduct. 

Rights and Powers of Limited Partners 

The Limited Partners shall be precluded from taking part 

in the conduct or control of the Partnership business and shall 

have no r ight or authority to act for or to bind the 

Partnership. 

Accounting and Reports to Limited Partners 

The fis cal year of the Partnership shall be the c a lendar 

year. Partnership records and books of account shall be kept 

on a cash or accr ual basis as the Ge neral Partners shall 

determine and shall be further kept in accordance with 

generally accepted accounting principles. Audited financial 

statements shall be provided to the Limited Partners within 120 

days after the close of the Partnership's 

addi t ion, 

within 45 

quarterly reports 

days after the 

on operations 

close of each 

fiscal year. In 

will be supplied 

calendar quarter. 

Information of the Partnership's income or loss and the classes 

thereof or deduction relevant to reporting Part nership income 

and distribution share of taxable i ncome, g ain, loss or 

deduction shall be supplied within 75 days after the close of 

the calenda r year. 
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CERTAIN TAX ASPECTS 

Preliminary Statement 

It is impractical to comment on all aspects of Federal, 

state and local laws that may affect the tax consequences of an 

investment in the Partnership. IN VIEW OF THE COMPLEXITIES OF 

THIS TRANSACTION AND THE FACT THAT A RULING HAS NOT BEEN 

REQUESTED OR OBTAINED FROM THE INTERNAL REVENUE SERVICE WITH 

RESPECT TO ANY OF THE TAX ASPECTS OF THIS OFFERING, EACH 

PROSPECTIVE LIMITED PARTNER MUST RELY ON HIS OWN TAX ADVISOR 

WITH RESPECT TO THE FEDERAL, STATE AND LOCAL TAX CONSEQUENCES 

OF THE PURCHASE AND OWNERSHIP OF UNITS OF LIMITED PARTNERSHIP. 

The following discussion is intended only as a summary and does 

not purport to be a complete analysis or listing of all 

potential tax factors relevant to a decision to purchase or own 

Uni ts in the Partnership. The following discussion is based 

upon the eXisting provisions of the Internal Revenue Code of 

1954, as amended (the "Code"), existing and proposed 

regulations thereunder and current administrative rulings and 

court decisions. No assurance can be given that legislative or 

administrative changes or court decisions may not be 

forthcoming which would require significant modification of the 

statements expressed in this section. 

The discussion of Federal income tax considerations herein 

is necessarily general, and tax considerations may vary 

depending on a Limited Partner's individual circumstances. For 

example, a prospective Limited Partner may be subject to the 

alternative minimum tax, which could eliminate or reduce the 

tax benefits associated with an investment in the Partnership. 

Moreover, although the Partnership has consulted Brajcich & 

Topliff, P. S., counsel to the General Partners and to the 

Partnership, no opinions, other than those contained in the 

form of the Tax Opinion set forth as Exhibit "D" hereto, will 

be secured from such counsel. This opinion of counsel 

represents only such counsel's legal judgment and has no 

binding effect or official status of any kind. The Federal 
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income tax aspects of an investment in the Partnership have 

been affec t ed in several respects by the Tax Reform Act of 

1976, ("Reform Act"), the Revenue Act of 1978, ("Revenue Act"), 

the Economic Recovery Tax Act of 1981, ("ERTA"), the Tax Equity 

and Fiscal Responsibility Act of 1982 ("TEFRA"), and the 

Deficit Reduction Act of 1984 , hereafter collectively referred 

to as the "Tax Acts". Like all new statutes I the Tax Acts 

contain provisions that are subject to varying interpretation, 

and the signific ance of the s e provision may not become certain 

until they have been interpreted by the Service and the courts. 

THIS OFFERING IS BEING MADE ON THE BASIS THAT EACH PROSPECTIVE 

LIMITED PARTNER WILL RELY SOLELY UPON HIS OWN ADVISOR WITH 

RESPECT TO THE FEDERAL, STATE AND LOCAL TAX CONSEQUENCES 

ARISING FROM THE PURCHASE AND OWNERSHIP OF UNITS IN THE 

PARTNERSHIP. 

The Partnership will file a Feder al information tax 

return, which may be audited by the IRS. ANY ADJUSTMENTS TO 

THE PARTNERSHIP RETURN AS A RESULT OF SUCH PROCEED INGS MAY ALSO 

RESULT IN AN AUDIT OF A LIMITED PARTNER'S INDIVIDUAL TAX 

RETURN, WHICH COULD RESULT IN ADJUSTMENTS OF NON-PARTNERSHIP AS 

WELL AS PARTNERSHIP ITEMS. Prospective Limited Pa rtners should 

be aware that TEFRA requires that proceedings for assessment 

and collection of tax deficiencies arising out of a partne r's 

distributive share of income or loss be conducted at the 

partnership level, which may limit effective par ticipation by 

Limited Partners in judicial proceed i ngs t he outcome of which 

may adversely affect them and may bind Limited Partners to 

administrati ve settlements entered into by the Partnership 

unless a timely statement has been filed with the IRS which 

limits the Partnership in this respect. 

Counsel will issue an opinion with respect to cert ain 

material tax issues under present law with respect to which 

there is a reasonable possibility of challenge by the IRS 

regarding the tax treatment proposed by t he Partnership. The 

opinion is expected to be in substantially the f orm of the 

draft attached hereto as Exhibit "D". If it is not possible to 
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make a judgment as to the o u tcome of a material t ax issue, the 

reasons therefor e are stated, as require d by America n Bar 

Association Formal Opinion 346 (January 29, 1982) . A summary 

of the opinions of Counsel with re spect to the tax issues which 

are believed to be "material" under present l aw and with i n the 

scope of Op inion 346 is as follows: 

(i) ~ The Part nership will be t reated as a partnership 

for Federal income tax purposes and not as a n 

assoc i ation taxable as a corpo ration. 

(ii) 

(iii) 

(iv) Each Limited Partner will be entitled to deduct 

from his gross income each year , to the extent 

of his adjusted basis f or his interest in t he 

Part nership at the end of such taxable year, his 

distributive share of allowable losses for such 

year, recognized by the Part nership af t er the 

date he is admitted t o the Partnership. Counsel 

exp resses no opinion as to whe ther the 

Partnership's tax treatment of the v ario u s 

expenditures incurred is prope r, because the 

treatment of those e xpenditures i nvolves a 

variety of factual questions which are b eyond 

the scope of the profess ional expertise of 

counsel. 

(v) It is more likely than not that, i n the 

aggrega te, a Limited Partner will realize the 

preponderance of the tax b enefits which are a 

significant feature of his inves tment in the 

Partnership. 

The draft of the opinion of Counsel attached heret o as 

Exhibit "D" addresses only those issues enumerated in (i) 

through (_ ) a bove. The opinions of counsel a re based upon 
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assumptions and qualifications which are discussed more fully 

in Exhibit "D". PROSPECTIVE LIMITED PARTNERS ARE URGED TO READ 

THE COMPLETE TEXT OF THE OPINION OF COUNSEL LOCATED IN 

EXHIBIT liD" IN CONJUNCTION WITH THIS MEMORANDUM. 

In summary, the following discussion and the opinion of 

Counsel referred to herein are based on the application of 

existing Federal income, estate and gift taxes to the 

Partnership. The opinions of Counsel are not binding on the 

IRS, arid no assurance can be given that changes in the law or 

in the interpretation thereof will not affect such opinions or 

have the effect of making "material" an issue which Counsel has 

not addressed in its opinion. Considerable uncertainty exists 

concerning various tax aspects of mining l imited partnerships, 

and the opinions of Counsel are based upon important 

qualifications as well as legal and factual assumptions. 

MOREOVER, THERE IS NO ASSURANCE THAT THE CONCLUSIONS OF COUNSEL 

WILL NOT BE CHALLENGED BY THE IRS AND THAT SUCH CHALLENGE WILL 

NOT BE SUCCESSFUL. THE PARTNERSHIP MAY ALSO SETTLE AN AUD IT TO 

AVOID COSTLY LITIGATION, WHOLLY APART FROM THE MERITS OF ONE OR 

MORE PARTICULAR ISSUES, WITH THE RESULT THAT SOME TAX BENEFITS 

MAY BE ELIMINATED OR DEFERRED TO LATER YEARS. THERE CAN 

THEREFORE BE NO ASSURANCE THAT THE ANTICIPATED TAX BENEFITS OF -- -- ---- ---
AN INVESTMENT IN THE PARTNERSHIP IN FACT WILL BE REALIZED. -- --- -- ---- ---- --

In addition to the tax issues which Counsel considers 

material under present law, prospective Limited Partners should 

consider the following discussion of various tax principles and 

tax matters association with an investment in the Partnership. 

Many of these principles and matters are not addressed in the 

opinion of Counsel because they are essentially general 

information about income, estate and gift taxation or because 

the tax consequences vary significantly from Limited Partner to 

Limited Partner or involve a variety of factual questions which 

are beyond the scope of the professional expertise of counsel. 

The foll owing discussion should also be read in conjunction 

with CERTAIN RISK FACTORS. 
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General Tax Incentives 

Under present United States income tax laws and 

regulations, there are certain incentives available for the 

exploration and development of solid mineral mines. The 

pri ncipal incentives are (i) 

generally referred to as 

the election to deduct what are 

solid minera l exploration and 

development costs incurred in connection with the exp loration 

for marketable quantities of solid minerals; and (ii) the right 

to a deduction for percentage depletion with respect to the 

gross income derived from a solid mineral propert y. Other tax 

incentives include deductions for business expenses, interest 

expenses, a nd accelerated capital cost recovery allowances on 

equipment used in connection with solid minera l operations. 

Mine Exploration Costs 

It is anticipated that a substantial portion of the cost 

of the Par tnership's exploration expenditures will be 

deductible as incurred at the election of the Partner s. Under 

the Partnership Agreeme nt, initial losses will be allocated 

ninety-nine percent (99%) to the Limited Part ners and one 

percent (1%) to the Gener al Partners. To the ex t ent such 

losses are attributable to explora tion expenses e ach Partner 

may elect to currently deduct such amounts. Exploration costs 

deducted by the Partners may constitute an item of t ax 

preference. Se e "Tax Preferences". 

Mine exploration costs are gener ally those paid or 

incurred in ascertaining the existence, quantity and quality of 

certain mineral deposits. Absent the election to currently 

deduct exp loration costs, such costs must be capitalized as a 

part of the taxpayer's basis in the mineral intere st posses sed. 

If a taxpayer elects to deduct exploration expenditures, all 

amounts deducted a re subject t o recapture, as discussed below. 

Upon r ecapture o r dinary income must be recognized, c apitalized 

and added to the taxpayer's basis in the mineral interest. 
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Exploration Cost Recapture as Ordinary Income 

Section 117 of the Code provides that upon the earlier of 

two events exploration costs which have previously been 

deducted must be recognized as ordinary income. First, where 

the mineral property is sold or otherwise disposed of, gain 

realized, to the extent of all previously unrecaptured 

exploration expenditures, must be recognized as ordinary 

income. 

The second event generally triggering the recapture 

provisions is the commencement of the production activities. A 

mine is generally considered to have commenced production 

activities at such time as the principal activity is the 

production of minerals. Upon reaching the producing stage, 

depletion deductions are generally available. See "Depletion". 

Exploration cost deductions will ordinarily be recaptured by a 

dollar for dollar reduction of otherwise allowable depletion 

deductions. Thus, no depletion deductions will be allowed 

until an amount of such forgone depletion deductions equals the 

amount of previously deducted exploration expenditures. 

Alternatively, a taxpayer may elect to retain the right to 

claim depletion deductions, provided in the year during which 

the mine reaches the producing stage, an amount equal to 100% 

of the previously deducted exploration expenses is included in 

income and added to the basis of the mineral interest. 

However, certain dispositions are excepted from the 

recapture-on-disposition rules, including the contribution of 

such property to the capital of a corporation where such 

transfer is otherwise tax free. 

Depletion 

The owner of an economic interest in a mineral property is 

entitled to a deduction for depletion against a portion of the 

income derived from production on such property. The amount of 

the deduction allowed is the greater of cost depletion or 

percentage depletion, subject to the limitations discussed 

below. 

Under the cost depletion method, the c apitalized costs of 

a mineral property are recovered over the useful life of the 
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property. Under the percentage depletion method, on the other 

hand, a deduction is permitted equal to 15% of the gross 

production income from the property. The aggregate percentage 

depletion deductions are not limited to the tax basis of the 

property, but deductions in excess of the tax basis of the 

property are an item of tax preference. See "Tax Preferences". 

Percentage depletion allowable with respect to each property is 

limi ted to 50% of the taxable income, before depletion, from 

such property. 

The deduction for cost or percentag~ depletion with 

respect to production from solid mineral properties must be 

computed separately by the Limited Partners and not by the 

Partnership. A Limited Partner will be deemed to have a basis 

in the solid mineral properties owned by a Partnership equal to 

the Limited Partner's proportionate share (based on his or her 

interest in the Partnership capital or income) of the 

Partnership's basis in those properties. Similarly, a Limited 

Partner will be deemed to have production to the extent of his 

or her proportionate share of the Partnership's revenues from 

the .mineral properties. 

Leasehold Costs and Abandonments 

All capital costs, including exploration costs for which 

no election is made must be capitalized, are part of the basis 

in the mineral property. If a mineral lease is determined to 

be worthless, the taxpayer's adjusted basis in such lease 

constitutes a loss which is deductible as an ordinary loss on 

business property in the year in which the lease becomes 

worthless. 

Classification as a Partnership 

The General Partner has not obtained, and does not intend 

to request, a ruling from the Service that the Partnership will 

be classified as partnership for Federal income tax purposes. 

The General Partner has obtained an opinion of counsel that the 

- 65 -



Partnership will be classified as partnership for tax purposes. 

However, counsel's opinion is not binding on the Service. 

The opinion of counsel is based upon the Code, Treasury 

regulations, Internal Revenue Service rulings, case law, the 

Washington State Uniform Limited Partnership Act, certain 

representations of the General Partners and the assumption that 

the Partnership's activities will be conducted in accordance 

with the terms of the Partnership Agreement and the 

representations made in this Memorandum. If the 

representations of the General Partners are no longer true or 

there is a material change in the representations, or the law, 

regulations, Service rulings, or case law changes, no assurance 

can be given that at such time the Partnership would be 

classified as a partnership for Federal income tax purposes, 

with or without retroactive effect. 

Should the Internal Revenue Service determine that the 

Partnership should be characterized as an association taxable 

as a corporation rather than as a partnership, the Limited 

Partners would be treated as corporate shareholders for tax 

purposes and, as such, would not be entitled to the favorable 

presently antiCipated. For example, the income of the 

Partnership would be taxed to the Partnership as a separate 

taxable entity at corporate income tax rates, distributions 

would be taxed to the Limited Partners as dividends (to the 

extent of the Partnership's earnings and profits), and 

deductions generated by the Partnership wou l d be available only 

to the Partnership and not to the Limited Partners. 

Federal Taxation of a Partnership and Its Partners 

Under the Code, Federal income tax is not paid by a 

partnership. If the Partnership is treated as a partnership 

for Federal income tax purposes I the Limited Partners of the 

Partnership will report on their Federal income tax return 

their distributive share of all items of the Partnership 

income, gain, loss, deduction, credit and tax preference for 

each taxable year of the Partnership ending within or with 
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their taxable year, without regard to whether such Limited 

Partners have received or will receive any distributions from 

the Partnership. Thus, it is possible for a Limited Partner to 

have income reported on his or her Federal income tax return 

without regard to the amount of cash, if any, distributed to 

him or her. For example, this might happen where Partnership 

revenues are used to repay Partnership loans. 

A Limited Partner of the Partnership will be entitled to 

deduct' on his or her individual Federal income tax return, 

subject to the limitations of section 465 of the Code 

(discussed below), his or her allocable share of the 

Partnership's net losses, if any, to the extent of the tax 

basis of his or her Limited Partnership interest at the end of 

the Partnership's taxable year in which such loss has occurred. 

In the event a Limited Partner's interest in a Partnership 

is transferred during a taxable year, Partnership income, 

deductions and credits allocable to such interest will be 

apportioned between the transferor and transferee of the 

interest. 

Partnership Allocation Provisions 

The General Partners have not obtained, and do not intend 

to request, a ruling from the Service that the provisions of 

the Partnership Agreement respecting the distributive shares of 

the respective Partners in the income, gains, losses, 

deductions or credits (or items thereof) will withstand 

government scrutiny pursuant to an audit of the income tax 

returns of the Partnership or the respective Partners. The 

General Partners have obtained an opinion of counsel that the 

distributive shares of the respective Partners as provided in 

the Partnership Agreement are in accordance with the respective 

interest in the Partnership as required by Code Section 704(b). 

However, counsel's opinion is not binding on the Service. 

The opinion of counsel is based on the Code, Treasury 

regulations, Internal Revenue Service rulings, case law, 

certain representations of the General Partners and the 

- 67 -



assumption that the Partnership's activities will be conducted 

in accordance with the terms of the Partnership Agreement and 

the representations made in this Memorandum. If the 

representations of the General Partners are no longer true or 

there is a material change in the representations, or the law, 

regulations, Internal Revenue Service rulings, or case laws 

changes, no assurance can be given that at such time the 

purported distributive shares of the Partners in the income, 

gains, losses, deductions or credits (or items thereof) would 

not be altered or eliminated for Federal income tax purposes, 

with or without retroactive effect. 

Allocations of overall Partnership income or loss, or of 

any item of income, gain, loss, deduction or credit, among 

Partners in a manner which is not in accordance with the 

Partners' respective interest in the partnership (e.g., which 

is disproportionate to the capital contributions of such 

Partners) are sometimes referred to as "special allocations". 

Such "special allocations" are not valid for Federal income tax 

purposes and will be disallowed unless the allocations have 

·substantial economic effect.· 

The tax rules with respect to special allocations were 

amended be Congress in 1976, and the Treasury has not finaliz e d 

regulations to explain the new rules. It is not entirely clear 

what "substantial economic effect" means and what factors are 

relevant in determining whether a special allocation has 

·substantial economic effect." The legislative history of the 

1976 amendment indicates, and the United States Tax Court has 

said that a special allocation would be considered as having 

substantial economic effect if the allocation "may actually 

affect the dollar amount of the partners' shares of the total 

partnership income or loss independently of tax consequences." 

Generally, a special allocation should have substantial 

economic effect if the allocation is reflected as an increase 

or decrease in the partners' capital accounts, and liquidation 

proceeds are distributed to the partners in accordance with 

their adjusted capital account balances. 
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In 1982, the United States Court of Claims in Hamilton v. 

U.S., 687 F.2d 408 (Ct. Cl. 1982) reviewed a partnership 

agreement which allocated 95% of the Partnership's income and 

expenses to the Limited Partners in accordance with their 

initial capital contributions, until they recovered their 

contributions. After such period, the limited partners were 

allocated 60% of the Partnership's income and expenses. Such 

an arrangement was analyzed by the court as a bottom-line 

allocation, not as a special allocation, and was upheld in part 

due to the fact that until pay-out, income and expenses were 

allocated in proportion to initial capital contributions. 

Given the uncertainty which exists with respect to what 

constitutes "substantial economic effect" and the increasing 

attention which the Service is giving to special allocations in 

"tax shelter" partnerships, there can be no assurance that the 

Partnership allocations contained in the Partnership Agreement 

will not be challenged by the Service as special allocations 

lacking "substantial economic effect." If an allocation in the 

Partnership Agreement were disallowed as a special allocation 

wi thout substantial economic effect, the Service would 

reallocate the disallowed item among the Limited Partners and 

the General Partners, in accordance with their respective 

interest in the Partnership, taking into account all facts and 

circumstances. This could result in a loss of tax deductions 

for the Limited Partners. 

Basis of Limited Partnership Interest of Limited Partners 

Generally, the tax basis of an interest of a limited 

partner in a partnership is equal to the amount of cash 

contributed by the limited partner, decreased by the limited 

partner's share of partnership distributions and losses, and 

increased by the limited partner's share of partnership income. 

The tax basis of an interest of a limited partner in a 

partnership will also be decreased by his or her deduction for 

depletion with respect to Partnership solid mineral operations. 
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The tax basis of an interest in a partnership is important 

because a limited partner cannot deduct his or her share of 

partnership losses in excess of his or her basis in the 

partnership (subject also to the "at risk" limitations 

discussed below). Furthermore, a limited partner's tax basis 

is used in determining the extent of gain is realized on cash 

distributions, and in measuring gain or loss upon a partial or 

complete disposition of his or her interest in a partnership. 

Limitations on Loss Deductions to Amount "At Risk" 

Under section 465 of the Code, the amount of losses which 

individuals and certain corporations may deduct with respect to 

most business and investment acti vi ties, including exploring 

for or exploiting solid minerals, is limited to the amount 

which the individual or corporation is "at risk" with respect 

to such acti vi ty. An acti vi ty for these purposes includes 

participation in a partnership which is engaged in the mineral 

activities. Thus, the amount of losses of a partnership which 

most limited partners will be entitled to deduct will be 

limited to the amount which the limited partner is "at risk" at 

the close of the taxable year in which the loss occurs. 

Generally, a limited partner will be "at risk" for an 

amount equal to the cash paid for his or her partnership 

interest. If any part of the payment for a partnership 

interest is made with borrowed funds, it wi l l be considered to 

be "at risk" only if certain conditions are satisfied. For 

example, the limited partner must have obtained the loan from 

unrelated sources and be personally liable for repayment. In 

subsequent years, the "at risk" amount generally will be 

increased by the limited partner's allocable share of the 

partnership's net income, and reduced by his or her allocable 

share of the partnership's net loss. Partnership distributions 

will also reduce the limited partner's "at risk" amount. 

Limited partners which are corporations are subject the 

"at risk" rules if they are either an electing small buiness 

corporation (a so-called "Subchapter S corporation a ) or a 
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corporation 50% or more of whose stock is owned by 5 or fewer 

individuals considering the applicable attribution rules of 

section 318 of the Code. 

If the amount for which a limited partner is "at risk" is 

reduced below zero (by distributions to the limited partner, by 

changes in the status of indebtedness from recourse to 

non-recourse, or otherwise), the limited partner will recognize 

income to the extent that such distributions exceed his or her 

"at risk" amount. 

Cash Distributions 

If cash distributions by a partnership to a limited 

partner in any year exceed a partner's share of the 

partnership's taxable income for that year, the excess will 

consti tute a return of capital to the partner. A return of 

capital will not be reportable as taxable income by a partner 

for Federal income tax purposes, but it will reduce the 

adjusted basis of his or her partnership interest. 

Cash distributions from a partnership to a partner in 

excess of the partner's adjusted basis in his or her 

partnership interest will be taxable to the partner as though 

it were a gain on the sale or exchange of his or her 

partnership interest. Depending on the surrounding facts and 

circumstances, such gain may be taxable as ordinary income or 

capital gain. 

Organization Costs 

Under Section 709(b) of the Code, the costs of organizing 

a partnership are not allowable as a current deduction but may, 

at the election of the partnership, be amortized over a period 

of 60 months. The Partnership intends to make the election to 

amortize its organization costs. The costs of raising 

partnership capital and promoting the sales of interests in the 

partnership are neither currently deductible nor amortizable. 
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Capital Cost Recovery of Tangible Personal Property 

The Partnership intends to recover the capital cost of its 

tangible personal property under the accelerated cost recovery 

system ("ACRS") enacted by the 1981 Tax Act. Under ACRS, the 

cost of most equipment used in solid mineral exploration may be 

recovered on an accelerated basis over a five year period. 

Upon sale or disposition of the equipment, any gain recognized 

by the Partnership will be treated as ordinary income to the 

extent · of all prior ACRS deductions. 

Investment Credit 

The Partnership's investment, if any, in new depreciable 

personal property with recovery periods of 5 years or more for 

ACRS purposes, will generally qualify for the 10% investment 

tax credit. In the case of depreciable property with a 

recovery period of less than five years only 60% of the cost of 

the property qualifies for the investment tax credit. If a 

partnership disposes of investment credit property, or if the 

"at risk" amount with respect to the property decreases, all or 

some of the investment credit previously claimed is required to 

be recaptured. 

Sale or Liguidation of Partnership Interest 

A limited partner wi ll realize gain or loss on the sale or 

exchange of his or her partnership interes t measured by the 

difference between the amount realized on the sale or exchange 

and the limited partner's adjusted basis for the interest. 

Assuming that the Partnership is not a dealer in solid 

mineral interests and that the Limited Partners are not dealers 

in properties similar to Partnership Units, the sale or 

liquidation of a Partnership Unit by a Limited Partner who has 

held such Unit for more than six months will generally result 

in the recognition of a long-term capital gain or loss. 

However, i f at the time of the sale or liquidation of a 

Partnership Unit, the Partnership has II inventory items" which 

have substantially appreciated in value or "unrealized 
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receivables", the portion of the Limited Partner's gain 

attributable to such items will be taxable as ordinary income. 

For this purpose "unrealized receivables" include, among 

other things, unrealized receivables (in the accounting sense) 

and certain recapture items with respect to Section 1245, 1250 

and 61 7 property (i. e ., ACRS or depreciation recapture with 

respect to tangible personal and real property, and exploration 

recapture) to the extent of the amount which would have been 

treated as ordinary gain under such sections if the property 

had been sold by the Partnership at its fair market value. It 

is possible that, on the sale or liquidation of a Partnership 

Unit, a Limited Partner may realize ordinary income in the form 

of depreciation and exploration cost recapture with respect to 

deductions claimed by the Partnership during the time he or she 

was not a Limited Partner. 

Treatment of Gain or Loss on Sale, Exchange or Foreclosure of 

Partnership Property 

In general, gains and losses from sales or other 

dispositions of partnership properties, if such properties have 

been held for more than six months and not held primarily for 

sale to customers, would be gains and losses described in 

section 1231 of the Code (i.e., gains and losses from sales or 

exchanges of real or depreciable property used in a trade or 

business). Gains and losses from sales of partnership solid 

mineral properties, where such properties have been held for 

more than six months and not held primarily for sale to 

customers, would be section 1231 gains and losses, except to 

the extent of depreciation recapture and recapture of 

exploration costs. In determining gain or loss on sale or 

other disposition of partnership property, the amount realized 

includes the amount of liabilities which encumbers the 

transferred property, and the amount of liabilities which the 

purchaser of the property assumes. 

A partnership' 5 net section 1231 gain or 1055 is passed 

through separately to the partners. A limited partner's 
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allocable share of partnership net section 1231 gain or loss 

must be aggregated with his or her sec t ion 1231 gains and 

losses from other sources. If the result is a net gain, such 

gain will be taxable as long-term capital gain; if the result 

is a net loss, such loss will be deductible as an ordinary 

loss. Gai ns and losses from sales of partnership properties 

which are not section 1231 gains and losses generally would be 

taxable to the partners as ordinary income and ordinary loss. 

Income received from the sale of so l id minerals in the 

ordinary course of business will be ordinary income 

Tax Preferences 

The alternative minimum tax is a complicated provision 

imposing a flat tax at the rate of 20% on an amount referred to 

as al ternati ve minimum taxable income (AMTI). A taxpayer's 

AMTI is generally determined by adding to the taxpayer's 

adjusted gross income the amount of tax preference items taken 

into account in determining taxable income, and subtracting 

therefrom certain itemized deductions and an exemption amount. 

One of the items of tax preference to be included in AMTI 

is the excess of exploration expense deductions over the 

allowable deductions if the exploration expenses were, in lieu 

of being deducted currently, capitalized and amortized over a 

10 year period on a straight line basis. Partners electing to 

deduct exploration costs without electing the 10 year 

amortization will significantly increase their exposure to 

alternative minimum tax liability. 

A second item of preference expos i ng the Partners to 

alternative minimum tax liability is the potential for 

depletion allowances in excess of the Partners' adjusted basis 

in the dep l etable property of the Partnership. In addition, 

capital gains and accelerated cost recovery deductions incurred 

by the Partnership may result in exposing the Partners to 

alternative minimum tax liability. 
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Election ~o Adjust Tax Basis of Partnership Property 

The Service provides for optional adjustments to the basis 

of partnership property as a result of a distribution of 

partnership property to a partner or a transfer of a 

partnership interest, if a partnership election has been made 

in accordance with Code section 754. The general effect of 

such an election is that transferees of partnership interests 

are treated, for purposes of depreciation and gains and losses, 

as if'they had acquired a direct interest in partnership 

assets, and the partnership is treated for such purposes, upon 

certain distributions to the partners, as if it had newly 

acquired an interest in partnership assets and therefore 

acquired a new cost basis for such assets. The tax accounting 

required to implement such an election is quite complex and 

costly, as adjustments must be made each time there is a 

transfer of a partnership interest or a distribution of 

partnership property. Accordingly, the General Partners may 

not make a section 754 election on behalf of the Partnership, 

although it is empowered to do so by the Partnership Agreement. 

The absence of such an election, and the lack of power on the 

part of the Limited Partners to compel the making of such an 

election, may reduce the value of an interest in the 

Partnership to potential transferees. 

Possible Application of Section 183 

Under section 183 of the Code, certain deductions may be 

disallowed to a limited partner who is determined to lack a 

profit motive in purchasing an interest in a partnership, 

possibly even if the partnership itself is deemed to have a 

profit objective. Although investments such as the purchase of 

an interest in a partnership typically have not been the type 

of acti vi ty which the Service has sought to describe as an 

"activity not engaged in for profit" within the meaning of 

section 183, the Service has recently succeed in barring 

deductions attributable to an investment in a cattle-breeding 

venture on the basis of a finding by the Tax Court that the 

- 75 -



program was engaged in primarily to generate tax savings rather 

than to generate profit from the operation of the partnership 

business. 

Limitation on Deductibility of Interest 

Interest paid or accrued by a limited partner (other than 

a corporation) on indebtedness incurred or continued to 

purchase or carry property held for investment, such as an 

investment in the Partnership, may be deducted only to the 

extent that such interest does not in anyone year exceed 

$10,000 ($5,000 in the case of married taxpayers filing 

separate returns) plus the Partner's other net investment 

income (excluding capital gains). Any excess may be carried 

over and deducted in future years, subject to the same 

limitation. 

Under certain circumstances (some of which may not be 

wi thin the control of the Partnership), property held by the 

Partnership may be deemed to be held for investment rather than 

in the conduct of a trade or business, with the result that 

interest on any indebtedness incurred or assumed by the 

Partnership to purchase such property may be subject to the 

limitations on deductibility of investment interest. Each 

Limited Partner would report on his or her own return his or 

her distributive share of the Partnership's investment 

interest. Al though the Partnership does not anticipate that 

any of its properties will constitute "property held for 

inve stment,· that term has not yet been the subject of binding 

judicial or final administrative interpretation, and no 

assurance can be given that Partnership properties may not be 

so classified in the future. 

Tax Procedure 

Many recent changes in the Code have affected investors in 

limited partnerships. These changes have revised the 

procedural provisions regarding partnerships including the 

reporting by partners of part nership items, the conduct of 

audits of partnership returns and the imposition, in certain 
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circumstances, of penalties on investors in tax shelters. 

Pursuant to these provisions individual partners are generally 

required to report items of income, gain, deductions, loss and 

credit on the individual's income tax return in a manner 

consistent with the treatment of such items on the partnership 

return. Furthermore, before initiating income tax deficiency 

proceedings against a partner the Service is required to 

conduct an audit of the partnership. Upon the commencement and 

conclusion of audits of partnerships, the Service must notify 

each partner of the audit and each partner has the right to 

participate in the audit. Each partner will generally be bound 

by any settlements reached in the course of a partnership 

audit, although in certain circumstances a waiver may avoid 

this result. 

The statute of limitations for the assessment of tax 

deficiencies relating to partnership items has been set at 

three years from the date the partnership return is due or 

filed, whichever is later. If no partnership return is filed, 

or is filed yet omits a substantial portion of income, 

regardless of the partners' timely filing of otherwise 

accurate individual returns, such partner may be assessed for 

tax deficiencies beyond the expiration of the three year period 

of limitations applicable to individuals provided assessment is 

made within the period applicable to partnership items. There 

is also a penalty provision imposing a ten percent penalty on 

taxpayers for substantial understatements of income tax 

liability. For this purpose, an understatement is defined as 

the excess of the amount of tax required to be shown on the 

return for the taxable year over the amount of tax which is 

actually shown on the return. 

Taxation of Capital Gains and Losses 

Under current law, individuals are subject to a maximum 

tax rate on their net capital gain (i.e., the excess of net 

long-term capital gains over net short-term capital losses) of 

20%. ·The amount of ordinary income against which individuals 
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may deduct capital losses is $3,000. However , only one-half of 

the excess of net long-term capital losses over net short-term 

capital gains may be deducted f r om ordinary income. 

State and Local Taxa t ion 

The Partnership may operate in the sta tes and localities 

which impose a tax on each Limited Partner on his or her share 

of the income derived from activities of the Partnersh ip in 

such s t ates. In addition, to the extent that the Partnership 

so operates in certain 

taxes may be payable 

Partner. Accordingly, 

jurisdictions, e s tate or inheritance 

therein upon the death of a Limited 

a Limited Partner might be subject to 

income taxes and estate or inheritance taxes in stat es in which 

the Partnership does business, as well as his or her own s t ate, 

al though in some instances reciprocal credit provisions may 

prevent actual collection of two taxes. Depending on the 

location of properties owne d by the Partnership and on 

applicable state and local laws, deductions wh ich are available 

to a Limited Partner for Federal income t ax purposes may not be 

available for state or local tax purposes be caus e of the 

location of his or her domicile or the sources of his or her 

o t her income. 

Tax Accounting Considerations 

The Deficit Reduc t i on Act of 1984 made significant changes 

in the tax accounti ng pr ovisions of the Code applicable to the 

Partners hip. It is anticipated that the Partners hip will 

utilize the cash method of accounting which prior to t he 1984 

Act would have resulted in the recognition of items of income 

and deduction at the time each i s received or paid. Under the 

new Act, cash basis "tax shelters" are not treated as incurring 

deductible expenditures until both payment and "economic 

perfor mance " occur. With respect to the contract for the 

performance of exploration activities, economic performance is 

deemed to occur as the services are provided to the 

Partnership. Therefore, d eductions for exploration e xpenses 
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may not be taken by the Partnership until the year during which 

the exploration activities occur. 

For the purposes of this provision, a "tax shelter" is 

defined to include any partnership if more than 35% of its 

losses are allocable to limited partners. Therefore, it 

appears that the Partnership will constitute a "tax shelter" 

and, therefore, will be unable to deduct exploration costs 

prior to the time when exploration services are actually 

performed. 

At the date of this writing, no regulations or other 

interpretations of the economic performance rule have been 

promulgated. Therefore, the specific applicability of the rule 

to the facts of the Partnership cannot be reliably predicted. 

Advanced Minimum Royalty 

The mineral rights possessed by the Partnership are 

subject to an advance minimum royalty of $2,500 per month which 

was retained by Mr. Frankovich. Advance r oyal ties that are 

subject to recoupment against future production are generally 

deductible in the year in which the mineral is sold or 

produced, whichever occurs later. However, advance royalties 

which are paid purs uant to a minimum r oyalty provision 

requiring payments for the life of the lease are subject to an 

election to deduct the payments thereunder in the year paid. 

1984 Tax Legislation 

Many provisions of the Deficit Reduction Act of 1984 may 

affect a investment in the Partnership, including those 

affecting capital gains, depreciation, investment tax credit, 

tax shelters (including tax shelter registration), penal ties 

and accounting for pre~paid expenses. Each Partner should 

consult his or her own tax advisor and thoroughly investigate 

the applicability of the new law to his or her particular 

circumstances. 
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and tl:.c rni.nerul rigrr~~s 8.1·C co:"rt:",Qllcd 'by E2..rle a~:d Leo.!;;,:). Ells~\'lvrth 

"vrho at OflC tin18 operat.cel a. cat~t,le r8..!lc l~ ill t ·ne: area a~:d vrl~;.o l!uv.:.: P!"03-
pectcd i t, fo~:· sc-ve~a l yec..:·s . ~Ir!'2 E 1 J.D\·lOl'"(.i}$ r.;.So"'c UI\p3.tc:1r~ed lode 
c lairYls on tb.e P~b lie DO:Jai~~ <J.nd i"J~.;:;(~r3.1 1'22.::>23 or.:. c l~1.lrn ;; 0:: tr12 4-~ ... r·:.zO~l 3. 

l--esources SeetDS to be in good. slwpe; llo"vlcver, it is s~~ill \llld0l" in.ves­
tigation. 

A or'ief llisto-::-y of car ly expl01A,~tion l.rl tr-!c P.sh Sp::,"':lng c1ist:-ic Jc, 

is recorded by the Copper H3.r~ubool~ for the y,,:a::s 1909, 1910- 1911) a:-.d 
1918. It was repor ted tl1at, e}~t,ensi ve la11~ls 'r.~ere bcj~r:G e:{l) larce for 
copper in 1907, and in 1903 the ·Gl:~l.!:\d Arizona Cop.:?er C(){;jpa~lY .... ,3.S inco:--. 
poratcd to deve lop the laud . At that -{;im~ the comp;::.n~lr(;?OTtcC: 1y . :-.acl 
36 unpatented claims covering al1 3.rca of about 700 acre,::; r:e~r th~ foot 
of Nigger Head Butte. The property "l2.S deve loped by about 1000 feet of 
v:or~dngs \Thien included three shufts respectively 40, 70 a:.5 325 feet 
deep; and a 42-foot a::;.d 65 - f'oot crosscut tunnel E.nd a. 115 - :;;~o()t (lr::ft 
tu...YlrlC 1. Ap:parent ly trlesc~ \/orkings G.re or. sectiorl 15, ,·-"here a. G~::n'2J:·[:i.l 
Land Off ice survey plat (dc;Gcd. 1914) sho',;::; a mine shai't c2sign8.tcQ as 
Arizom~ Copper Cozpany. In 1908 t,h ;! p::.'operty Vias fully eqt~il)ped "Ii '.;.h 
a 72-HP steam pOi{er plru:t , hoists 1 I'Je.chinery a~1d seven bui ldings o~t 
the entire prOl)erty was sold for debt in 1912. 

By 1908 the mine had explored a cO:ltact depo;:;:' <:, (Copper 11,":.::,.(:'­
bool{, Vol. X, p. 878) uveraging about eig}1t feet wide bet'l:eca li,,>;stone 
and porphery. This i-TaSa sulfide ore deposit contain:'::::; a small p:.::r­
centage of copper and zinc a:1d up to 46 pe:rcent lead ar:.c. 28 ounces of' 
silver per ton "lith. 51:13.11 va lues in gold. The ore is s2.id to have con­
tained SOX4e ella lcoPYl' i te and bornite. SO:1je pyrite 1m3 f ound O::l the 
waste dmr.? in October 1968 . 

It is ru:nored locally that the mine had produced about $75,000 
worth of silver just before opera:t.ion c2u::;ed and that t,hc reason fm: 
c l05illg "'G-he mincw·as tlle.t. an exce&si "ole flo\'l of ,·r-doter ~,.te.s e!1c;ou..~t2::"ed 

by the workings. The shaft was used as a. source of water :'or E llz'~1o~'th I s 
cattle for several years. 

'l'llerc are severa 1 otrlel" shufts and prospect pi tz on trLc p~op'2rty 
but the hi.story of them it> U."l.l:.r!0'1>Tn. S OI:1C of them, ir:cluding the 01:3-
undergrou..ld ,vorldngs of tne Grand • .u-izona Copper Corupany, 8.'.'e 5i t'.!a:t.cd 
ncar ·the eazterrJ. margin. a::lc1 possibly outside of t,he lead-be~ring zone 
which I think has the bes';:; po::.;sibi lit.y of becol;ling productive. 

In 1957 the ' r·1inerc.l Res:::rve Co., reported to be a Ncvad.::. Cor---- ---- --- / 
pora tion" bec~e i!lterestcd in ti1e p:-opert::,.. and ~ade a:1 inten:;;i ve 
investigation of it~. Apps.:-ently this co:upany s3:upled trle lc[;.d deposit 
extensively and 6ade a ~il1 test on a00ut 10 toros of ore ta~en frox 
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of tl1is irlvc:stiGo,tio:i l~G.ve Dcc:-l lo~_:·t.. rI t .c ;~i .ir:.eT8.1 I\!,:.:ser-v\.! CO:(j:x::J.~'~::l· is re ;... 
ported ~co lu:..ve di,sco~t~.!:ued its \,TO:t}: on tllC: E 11s·~,rort::1 l)~03!2l'"'t:' i11 

order to concentrate all of its efforts on a gold mine in Kexico. 

PRODUC'l'IOX 

It is Tumo:rell "C::1C.t ·~::;c Grand Ar:~zo;.-::8. Cop:D:':r Cor.:p:;,.-:::y prc'~ ·u.c '-~ d 

s:~ 1 \r~r ore '.1or "~:"'.l \3.:~;ou~~-:, ~ 75,000 i:1 '~:4~-; c 8.rly 1900 I~.. I:-~ .;;_~~~~ 1 ~J5 7 ~\-_ ~~l,t.: 

~·:inerz.ls Reser\re C01:(t?~\!1Y produ~ed 8,"oout 10 tonG of lead o::"e :i:"'or e:.;. ~.~ill 

test in Douglv.s bu'.:. tile records ore inco::;plete. Shipmen~r~ of ore for 
the m::.ll test are sho·.m be lm-l. 

SoUrce by 
claims 

Panther 3 
Unidentified 
Unidentified 

Border Kin.;·8 
Border King S 
Border King 8 
Border King 8 

Date of 

6-1L,-57 
6-19-57 
6-19-57 

6-20-57 
6-20-57 
6-20- 57 
6-25-57 

Total 

T,.[cight in 
pounds 

3,065 
3,500 
3,250 

2,890 
2,775 
2,950 

.-3,1.45 
20,575 

Ore from the unidentified ~oUZ'ces '..:as obta:l.ned from the 
Penny 8 ('?), Pen:1.Y 9 (1), 0:' Border King S claims but the exact 50l,rce 

is no longer knmm. All of this ore \,T3.S mixed, sampled and ass3.;;,:'cd 
but the assay record ~s not aV3.il8:~lc . ?he ore IW.S valued ct $110 :peT 
ton and was paid for at this rute by l,-Jinter and ','jolt' of !!cw Yorl;. . 

GElmHAL GEOLOGY 

The Ash Spring dist;,rict, aG zho\.;n b~y So recorlna.1~sunce gec loC::'ca 1 
IilUP by Cooper (1960), is undcrl1J.in by stratified rocks of ti:e Eis:')~~e 
group of Cre-t~aceous age and by irltrusive igrlcou5 rocl~s wb.icll rr.3-:/ ()e as 
young as Tcrti.ary. 'I'he stratified rocl-':.::; in the a:;:'ea are o..omins.nt ly thin­
bedded lix1~estone wit~'1 which a.l~C assoeiated SO!YiG-: shale allJ re lati 'v21~:/ 
thin discon"'c·intl0US beds of .Cluartzi tc. The tl'lickr!ess of t:i1,~se st~rata ir~ 

t11e Ash Spring dist~·ict is not kno"'~m but e lzewl1cl--e in 50·,ltllcastcrn 
Arizona the forI!iation attains a thichness of a.t lea.st 40()0 feet. These 
strata, on the E lls'llorth property, generally have a. north-nol~th;/es-c(;:r: ly 
strH:.e a:1d a sQuth\-rcsterly dip but locally th2Y are considcl'ab l~.f c2fo:",;cd 
by faults and folds . 

The igneous intrusive rocks are re lati vc ly fine-grained po::,'):-.y­
ritic sills, dikes and small stock-lil:e masses of a •• cesite and mo::z8::ite. 
These fo~~ .. ned irregula.r rr.asses that intruded into tnc Bicbee i'or,Dl1-c::'O:1 '..;i th 
sharp contacts but witll little or no alte::'ation along tb~ con-;;acts. 
Small bodies of these intrusives are widely scattered throughout ti:c area 
but the principal bodies ,,rere sho',ll1 in the recoIL'!aissance map of Cooper, 
from which the attached geologic map, figure 3, <,olascom:?i led. 
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ALTEkA'l':Lo:,r Aim . :·:n\"ERALIZA'l\IO~'; 

l~lt:;rat~on oJ' both the ignc;ou5 ~nc1 scdir;_e!1t~~ry roc!:: WG.~; ~c 1\:.1.­
tively mild. Som~ of the lB~~o~S rocks ar2 c5~entia lly un~ltcred 
but &O~0 zones show tt~ effects of nltaration to clay &cJ locally to 
se!·icite. (I'he \,"{;Utl1ercd out~·! .. o~):..~ 2..~"'e bro" .. ;~1i!-:;:/j 0::· rcd(ll~i.'l, tl1u~·j 

~Ue8e stlr~6 the pr\..""!;jc:L(;C: of i~O:l pyrite irl t!~2 :tnt :-\.~~i ~/C: :~1 ·;~s.:;e ~ • 

I .. Qc~"\1. 1y t:~·~ l.:!_ ;'w:,·~-:: ·::'o: ... ,~;s [-~~'\!2 b~· .~~! s::Z{:t ly :) 1.2'::~ ::~{J ' ·:':; ~~ ..,.~ .~! 

crys"'"alHzcd but for the most P2.1.,·t they seem to ~e un'-lltercd. 
of the fine-grained clactic beds or shales have been iDdura~ed to 
:t'OTm a. flint-lik(! n:ass Or" ffhornsto1l.e If \'lhic~1 'ilEl.S [;:;'''008.'b1:1 ~T:e ·~&,Lo~.pr.o:.:J?d 

by lleat fro;u the igneous iIltrusions Ta:c,!1cr than b:,' ~(,lle proc~s5 of 
mineralization. 

The ore r..rj~ncra.J..3 SCf';":W to 'be con.fi11cd c:lt::r\:!ly to trl{! li.n~i.;~stor~e 

fit:Cu.ta although the di::;tribut,ion is rioJ;:, 'n"~ll kno\·tr:. i\:~OGt, of trlc ore 
seems to occur in widely sc~ttere~ rilongate lenses and pods that occur 
in faulted and folded lir.;c;::;to:).c ;::;'trata. SOr.lC of the Qc:posits a:r~! v2i::-· 
like a!~d appear to oe concentrated alo!;,z minor fra.ctul~e 5 u:J,Q faults, 
other dep:x;it~ are localized on bcclding plane::; in °cl:c lL:lCstone strate... 
SOl!~e deposits ar-e in tIle lirne[)t.one nea~ tIle i gr;.C QU5 intl"U 5~_On5 out no 
lead are has been fou.'1d in ·the intrusive bodies. SO;ilC nu.;gcts of 
ga.lena (lead sul:'ide) have Dcen four.d in acouplc of shallml gulches 
where galena concentrated after weathering of th:! outcrops. 

In a t1,.lO-page private report, prepal:"(;G Jul:,r 28, 1950 by Dr. 
Spencer R. Titley, Professor of Geology, Ur.ivc;:sity of Ari7.ona, he 
repor·t~ed tile \liCe-sp:read dist:r~Ibution of the lead 0:1. th~ E lls\lorth 
propert~· 8.71<1 noted. that it seemed to be most abunc1~~r:t in close proxi­
mi ty to the igneo~ls intrusions. Hr. Ellsworth udvi;;ed ::,::. t.hat Dr. 
T{ ~'ley "'v<>'''~ ned ./o-b n s,·r-'1,- 0'" <""'c+'; r- r ' 1)- "n;) t .. ·o SJ,· 0-1' s':'c"- -! .-,.., 16 'o' -t ..t.. '" ""' ..... c..:.J.,U .. J,. " .J..... ~~ ~ J..,;;;al,;; \I...l..V." u,Jr. l~ .:.l...... 2 ..L "'" "" ... v... , ....,j, 

he apparent.ly did not Gee the nu:nerouz expo:mres of le c.:-.d ore in tbe 
nOr"'\i!l central pal .. t of ~ectio:c. 16 w~~ere lec.d scc;ns to be :::os-t abu~~d.unt. 
A copy of Dr. Titley's report is attachc:d hcrc\lith as Append:!'x: 

It .. ,,. 
h • 

All irnportant 1'''eaSO~1 why w~c 

tion a.nd re b.ti ve abundance of the 
l\.no;-.l' so lit/c.le. about t"he d:'stribu-
lea.d-silver ore is because the 

weathered outcrops of tIle 0::"(; lool>;: ve17 similar to the ·;:eatb(~::.·(;J. lir;;c­
stone host rock and it is difficult to recognize the orc. The best 
method to detect it is by a simplegeoch2mical test. 

'l'he are r.:li;'lcra.ls arc galena (lead sulfide) c,!:\d cCl~u$ite (lead 
c~'"\rbor-;.G.tc). Here al1d tl1crc s.~e zl'uall sp~c~a.cular oc\-;ur!"encc~ of c(Jp~er 
sulfides a:1d car'bonates but co'ppar SeerY1S to be so scarce t,11;;.t i t p~ob­

ab ly .wuld not have a.ny co::m;erc:!.al value. The only metals zu:'ficient ly 
abunda.nt to be \raluable UTe lead a.nd ~ilver Wllicl1 are al-..,:a:y"s in close 
association as z110\·m by a~za~rz of the ore. It is r~ported tllat O~ .. ·:: 
lc-rgc nl!zgct of nr.tivc silver ',las found on tile p!'oper·~y i::-l r<.!ccnt j~c[;..,::s. 

The ore contains o~ly traces of gold und less than on'~ p·3rCe:1t zinc. 
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the ore zUGsests tj,-.;.c fC~i:j~Cr I)TeS{::ncc cf sidcii tc:} t.::.11 1.::0.:1 (::.~;,:tl)o::~:..-Le. 

r:l':ler,'! is a sligb.t pos!Jibilit~l ·tll8.t, b;::l--ite Ini ~:lrt, ce su:.'fic:Lcr. tl:',{ 8.0 -~~~C). ~r..t 

in this deposit to be recovered us a by-product from t~~ )rGductio~ of 
lec:d. 

r-::).:1Y a5Z:~3.y:3 or ~;":":':-il)l\".:z 0;'" '0~le O~,"';:! i"~O~-:1 ti:132 .c: ll::;\,:;)r·~. ~~l :)r~0~~)2-:''' '~Y 

have bee:;) m;.:.,de but aS~L~yc o:ol;.ly L,7 s2.r;;:)1e::; are uv~:u. ;.;.'b le . Tat) 1.e I 
gives a list of tile 8.\rail~ble ~ZSUJ-:"3 Yt~itl1 t:he s arnple loc<~l jt:I g'iv(':r! by 
c lai!I!; t.!1ey c tin:lot be locate~ p~ecisc-ly ;·li "(,~nou.t un ac(;ur":::l.tc su:"·vey. 
obviously the ss..-:.ples repre"sent choice, zelect ore ;';1::.terial :ou::.d du;,­
ing prospecting uctivi tics and. do not reprcsez1,t t:ie er-ade of ore tr.0..t 
might be lilined i'ro:ll the de:josi t. 

II'}le arithl-;]etic 8,"lCrage of th2 42 silver tl.ss<:.y~ and 38 le~d 
assays snowl1 on l'able I is 5.30 O'.,mces of 5ilver per ton of are a:'"(d 
15. 0 p~l~cent lead. Tiv2 irl.oicE..tcd uvcr~g~! n~ct.:.;.l rt.:;tio is o::e OU-."1C8 01" 
si 1 ver f03,' each 2.83 percent of le::.d but the ranse ic fro:';) 1.3 to 9.0 
percent lead for euc11 ou::ce of silver. AI" int,~:r(!sting vari(.t.ion of 
the metal rat,io is indic&ted by cO::l:parison of aver2.(jc a~$ays of sa:n:;? les 
from differcat localities as 8hml:! by T<101e II. 

Table II Average grade of s~uples and ~etal ratios 
showing percent lcud for each ounce of silver. 

Locality 1[0. of assa:ls 0" ..... Silver Percent Rr~t:Lo 

b~' claim averaged per ton Lec;.d Oz • Ag/l' ?c;,cent -----
Panther 7 3 4.62 8.1 1 1.3 
Pant,b.cr S 4 15.55 32.8 1 2.1 
Border Queen 3 2 3.80 8.0 1 2.1 

Red Rock 4A 1 0.60 1.5 1 2.5 
Border Queen 1 3 7.02 20.2 1 2.9 
Pa.nther 9 3 8.37 27.3 1 3.3 

Border Queen 2 3 4.84 16.7 1 3.5 
Border King ?' -4 3 3.03 11.9 1 3.9 
Pantl:er 1 2 3.20 18.5 1 5 . 8 

Border King 5 4 2.43 25.3 1 6.2 
Border King 6 1 0.80 5.6 1 7.0 
Pa.'1ther 4 2 1.20 10.8 1 9.0 

leud 

~'he a.bove r.~e7.al r<:.>.tios suggest a zonal rela.t:Lom;hlp of lead and 
silver :'\>lith a central zone havir.g a rebtivcly high proportion of silve~' 
which is surrounded by a. zone hc:ving a rela.tively hiGh proportion of lead. 
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TABLE I - Assays of Sa.mp1es from Ells ...... orth Property, Ash Spring District, Adzo::0. 

Collected 
Assay date Assa.y Office by 

8/2'./55 P~'1e lps-Dodge Collett 
12/30/55 Hm.rley E lls ..... cn·th 
11/ 2/56 HaMley " 

" Hawley " 
" " " 

1/17 /57 " " 

2/15/57 " " 
2/21/57 " 
6/2 l l/57 " " 

6/24/57 " " 
6/26/57 " Minerals Reserve 

" " II " 

7/ 3/57 " " II 

9/20/57 Nevada Ellsworth 
?v1iners.1 Lab. 

10/10/57 Hawley " 
11/ 5/57 II " 
11/15/57 " " 

1/10/58 " " 
3/5/58 " " 
3/2 l ./58 II " 

8/19/58 " " 

11 /26/58 " " 
1l/J.;~/59 " " 

Silver Copper 
Oz ./T Perce:lt 

0.10 
0.30 2.07 
9.40 O.M~ 

2.50 0.26 
3.t. 

6.70 

Tr. 
9.10 
1.50 

1.1:.0 
3.70 
0.90 0 .28 

3.20 

1.00 

4.60 
1.60 

11.00 

4.90 
9.00 
5.50 

2.70 

39.60 
31.80 
Silver 

Leo.1 
P~rcent ----

26.3 

9.7 

23.9 

o .l. 
20.9 

9.4 
10.7 

7.3 

10.9 

12.3 

21.1 
7.0 

39.9 

27.3 
31.9 
29.8 

26.3 

55.6 

~scrlptio!"! <1;;(1 Locat5.o::1 

Ha.nd S p~rople, Red ;::ock 3 . 
l,ear mornJ..:a·~~t, O~l Sa.'3.d 10" PU;.:.ther 8 
Panther 9; !l~['t.r Jeep p8.r1~. 

Border King 5 ; 0:1 h-':':"1 above prOsp2ct. 
Border Ki~G 6; n~ar old silver mine. 
Pa.:1t.her 9. 

Unidentified. 
Border QUean 2; i n arroyo. 
Border }~ing 5. 

Pantit2"!." I~. 
Pant-her 1. 
P[4n~ch:e:r. 7. 

'Pantl1':r 7. 
Float snmple col l cctr..: c1 over 18.::g8 ere,,: 
by l-icFaren. 

Pa!1ther 4 . 

Border Qu~en 1. 
Bor"di:::r lCi!~g 5. 
Border Queen 2. 

Pant,he~ 8. 
Pn:1tb:::: r 9. 
Pa7ltl1 :~r 8 . Sinal} ole: prospect bc:1c""r b::C 

cut. In. '~b lU.e \ 8:tn. fI 

Pc.nt-he!· 1. In 'b c~'·i:~(:. 

E. :Jidc ri'~rr-i l(~ ~. ::' D) .. 11, hclf'! ... "ay d~n .. ~n s lo;2 . 
PU:lthcl' 8. On !;,,' ~> j. c:e of hill. 
Pantlle r 8. 



Collected Silver CoP?er Lead 
Assa'.>' date Assa.y Office by 0" 1m 

~~- Percent Percent D2script:_on nne: Loc~ .. t:!_c~,'1. 

1/ 5/61 Hawley El 1s' . .;o:rt.h 6.1(, 12.5 Border Queen 1.. O::lt of al':.-'oY8. 
7/ 1. /61 Rochin El1s .... .'Orth 8. 1,0 17.5 Border Kir.g 1-3. 0:1 :.;uJdle. 
8/19/61 " If 10.30 26.9 Border Q\..'\·:cn 1. 

8/ 3/62 If " 2.90 Panther 1. 
6/11/64 " " 0.60 1.5 Red Rock 4A. 
6/11/M " " 3.00 3.8 Border Queen 2. 

" " " 3.20 7.6 Red Rocl: 5. .. " " 12.80 3.0 Panther 31. 
" " " 2.20 12.3 Border King 21. 

" " " 5.30 5.6 Border King 23. 
" .. " if.OO 6.9 Border Qur.:C:1 3 . 

-.3 " " " 12.20 18.6 Parltl1er [}. 

" " " 0.1+0 3.0 Border Queen 5. 
" " It 1.00 6.3 Punt2:.er 40. 

2/ 9/65 " " 0.80 0.08 5.6 BGrd,~r l~inb 6. 

.. " It 9.80 0.71 7.5 Red Fox 1. 
7/28/65 " " 1.60 17.7 Border Y.:~Lng 21. 
5/17 /65 " " 3.60 9.1 Border (.;u-::en 3. 

8/12/66 " " 1.04 Border Qu'::cn 3. 
" " " 4.12 23.5 B()rdel~ I~:' nG 5. 
" " " 0.52 6.3 Borc:er- '~uee11 2. 

9/26/63 " " 9.76 6.2 P£1.l1tb.cr 7. 

Average of 42 assays 5.30 oz.Ag. A'veraee of 38 e.3sa~rs IS .0% Pb. 



Thi:J api.)~!"c:1.t zoni.:ng, us sl!(Y~.rn on f ::'t~\lr·c I..,., ft(D .. 'j 11~·:!.v\.:! cO~l ;;:':'~':f..:r~~u Ie 
ecorlo::~i c Si(;11 ific8.!1ce j. l1 ti;.r.: fU"~llr2 :;'l:·~ (~t Ij :c(;~c' r~t i ~ :i.s Ci;.. ... U:1C C::. .. ·!... .s:.-:!.~1 

vali~. ~ .. t~/ bc c~llse it is ·L: ... ~2d 0:1 i~st·;. : ... f~.ciE;nt d ;:i.·~D.. 

POSS IBLE i·:S1'HODS 01 T:\BA'rBG ORE 

~'!i;~er~ l ogy o-:~ "chc o :r ·~.! i ~ Vf.';l"'Y ::;i r.1 :) l :~ r.!.:--:(l. ~ ~~ s -:f:~ :-'~i:~ =·}:r()l).::~) .1. (:: t:l~~ t 
t:l:~ r:~etc..l ::; cou 1'3. Oi~ r-=co~~·",~r2d fro~'a "(.[ ... c; o:- ~~ ~l) :1 ~~.; ~ .];; 1. c t: C<: ~·~ 0;-~ ~~. r>:-: o';.):;..~-:)l. ·y 

a. cor~(..:erl'trat::! to be 'tl::?- gr--2:.dea; by flotz..1.tion to yie Id '~!l:i:31·~-cr[!.de lc[~d­

sil'lcr concentrate -?or dire ct. S11ipli~ent to the El Pa:.; o sr.Qelt~r. ~ll:·l i.s 
would be a relc .... cively lo\;",-cos./c r:!e ~th.od of t~e:0.tlI;e rrJv oecc...1..lse I;jOn';(, of tile 
"Taste rock ,",ould be elir:dnited by he8.vy ~edia m~d only a reb.tivcly 
uL1all vol1l.>ne of rnateri.:::.. l \-fOuld 'be su'Ojected to hiG[lCr-cost ?roces~;es of 
fine grinding ar.d flotc.tion. 

ORE RESETIVES pum l,,'Vi'lJRE DISC OVERIES 

The mineralized ZO:1C on t~,e E 11svlOrth property is ~~e lat:t ve ly 
large and the 5,::<3.11 bodies of 1cc..c.-s:l.l ver ore wi.th minor arwunts of 
copIJer are wi.c1e ly d:i.st.riuute d ove r section 16, the e<:lst or~e-hnli' of 
section 17 and the west 0,!e-ha1f of section 15 in T. 2L} S., R. 29 E. 
At least three of these Brr:c.ll bodies m8.Y contain enOUS[.;. lezd a:1c. silver 
to oe minab Ie during peri-ods of high metal prices. HOT.,.:ever, t:'c~e 

grea.test futu!~e for ti:1C property Ees :i.n the possib::'li ty of finding 
relatively large zones tha t are sufficiently well mi~eralized to be 
nlined bJ~ fucdil.lrr. size ope::.-pi t min.i:1g olleratlons. TL.er..: sy::;eul"s to be 
three zones tilat are e3?ecially f avorable Ulld "v.r~J,rr2.nt fUl"·i:.l1'~r irlvcst~­

gation to detern ine if they are sufficiently \;'C 11 1'.:i::'nero.lized to fu:;:r" 
large, 10'H-[;;rc:.de, di.sser:i:Lnatc:d-type ore bodies. Th(;!se zones are on 
or near the Border Ki:J.g 5, Punthcr 1 8.nd 4, and Panther 8 una 9 c 10.:'05 

shown on figure 2. 

SUGGESTED EXPLORf~ION 

The Ells',rorth pl'ope:- t y h,:]'5 been extensh'cly pr05I;ccted. by z.1'l3.110· .... 
pits and cuts whic1.1 proved the are3. to be extensivel~r mir.cralizcd; lim-r­
ever, little of the \/ork .... ras. system~i:Cically done and the property .:as 
never dri Iled. It nOH :::emains for carefully engineered 1 intensi vc 
eXI)1oration ;Jl,~~~h0ds to prove if any of the minerC11i1.ccl zon(;s a;.'e large 
enougn and rich enough in lead and silver to :r:;8.tce eo co;~rr.(~rcial niine. 

Exploration work that should be done in the near future conf, ists 
of the follO>v'lng: 

(1) Verification and lor vulidation of all pY'olierty rights in 
the area of interest a:-~d possible a,;::quisition of t;,.Jjoining pro:per"::'y. 

(2) Geologi~al map:ping to de-cer1:line the di[;tributio~1 of the 
stratified rocks and the i:rtrusi ve igneous rocks, and the faults fmC: 
folds that ma.y have been import~nt factors in localizing the lcad­
silver are . 

8 



". 

( (3) (ko(:h~l!iical su':."'vcys &houid be made to sho· ... the zones of 
mo~t intense mineralizatlun. 

(4) St,~ps 1, 2 an':l 3 should be follo'Jeci by test pitti!'lg, 
trcnchin3 an::1 Grilling of · .. ugcm or ho:.:ruer drill holes and by c;·:ten::::i.ve 
so-up lir.g to de: !.cl"l,::inc thf' t:')m);)Be a!'ld crude of t~.(~ 1 .. ;)$ t favo!"uo Ie Z~~!le s • 
The hu::::;;er d:-ill holes sho".1iJ be supplemented by diarnon:i d:d.ll hole& 
but !1on~ 01' th.~ IDles I!,~ed be very dcep oecause th'= ilAllDe<iiat.c objec-
ti vo iu to prove the ex.istence of shallo'''' ore sultub Ie for open pit 
niniug. 

RECOl·INEHDATlo!~ 

BccauGe of the widespread occurrence of geod quaE ty h.:a.:l­
sliver ore on th~ Ellf' ..... orth I)'t"operty it is highly recoro:::c!ldt::i!:.h:l.t 
this property b~ thorouGhly inv\!ztigateJ in U!'l effort to fi:-.d lu.rge 
ore bod! es sui tao Ie for large sec.le miuin.; by open pit methQu!:· . • 

TuzGon, Arizona 
Uovember 5, 1968 
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Respectfully s~bmitted, 
I' /~ / ! I ""C,_-}7 l / 

"_'/ JI · /?wc--" ".----!-t '" /1 I ~ __ / ' '" 1/ 

(John N. l"e.ick Ph.D. 
\Mining Geologist 
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Appendix 

Ro~ El1:Jwo:.-i;h :·ii.n:l.ne P~opo ~,ty)l 
OOOh5.o0 OOt~l1"~yp :'l'iz o~.et 

---------------

}.~G 1'11" ... ED.l'l Ellov;Ol'th 1 fJ l"oqU05t 01 July 20 end you;:.;> vo:'·i:?:!.ca·~ion 01 
this do.:~o, thin lo·tt,o:c \'lill out Lno '~ho :"'COUh8 of a:nd op:: rd.onc g(dncQ 
durine wI vio5:ii "(,0 1,h·.Ell swo:."ih 1 o Ash O:,'o0k pl'oport.y. 'i'hia Vi 8it~ mndo 
on Juno 25;,1960, \-feto of ou.O do.y's du:ro:t~Lon and \·/0.0 a. roconnaioon,noo oi' 
tho eround. No orunploD fOi: aaDn,y \)Cl'O '~akon nor \-;':;'0 nny vorii'icD:~ion of 
property otntuD mn,do v 

K:.'. Ellovlorth 1 f) clo.ima OOVOl' OVOl' tHO oq'lm .. ~e rrJ.los of federal o..."'1d 
.otato In.nd adjoinine the Into rnn.Uonul Boundn,l'Y in Ooohioo OounJ~y~ lying 
pl'inoira.lly in bu.t,j not l"ooJc,l'iotod J~Ot s0e-ciono 16 and 17 of 'i'.24S y~ R.29S. 
'l'hoy o.rv l3oil:olO milos dUG ouoJ,j of Douglo.a. Tho,topographY i6 hilly 'i:ith 
relief of uround 500 foot. O,limo..to and vor.;ote/c :t on aN ·c.ypical of tho 
Sonoran Dosort. Joep l'oad a i in faij;,1 COndition at tho tiID3 of tho oxamina­
tion, pl"ovida aooean to tho ·ol<1.imn. Tho roa.d f1'o41 Douglan 10 "GvIO lana 
o.nd gradoc1. 

, I· 

THO principal rock gro'upo are procon"". Oldest of thoso 0.1'0 tho l irr~­
atOnelJ ant! elastio oodimElnto of' tho Biobeo Group (CNtaoDou.s). Tht'HJ0 ol d ":;'1 

l'ooks havo beull intrudod by finc-Ero.inGd, thiok porphYl"Y dilros 0;.'" sills 
l'o.n8ing in composition from monzonite to DJ'ldeoito. Oontacto boi;\'lfjon '~h0 
'two l'oek groupo 801'0 aharp nnd otanc1 out upon inopootion by "i:.hoi~" 00101" con­
tra.ot. Tho oXPoGUrOD of tl1e GO ignoouG roclw 0.1'13 irr0Eula~1 in plc.n and 
~ndioata hieh1y vu:rio.blo striko. ~~egn,fJcoPiO altora.tion of tho ir;noou8 
rooks io not intonse bu':; 0110 ho.o Hoo..t.hcl'ccl to 0. oonl-bro\'{n color 1 BUGf,ElS-

·i.ivo of oxidized pyrito. No PYl'ite HaS oboEll'voJ. Only D1igh~,j O" .. 1c'l 1002..1-
lizod altora.tiOn of tho 80dilLonto o.t tho ignoouo oon~aot 11313 taken plaoo" 
Thio o..ppOo..:tfl to bo lnootly br..kin,s \'lith Gomo apUl'l3(!) doveloprr..cnt of epido-~o. 

Principa.l mineraliz.:'1.tian in tho area. is galoxla and it 0 o;.-;:idi z..od pro­
ducts and thoro 0.1'0 minor, nlthough loco.lly improaoivo, nmounts of pri­
mary nnd oecondary coppor mineruls. It is my undorstandine that SOrrfJ 
5ilvor haa boon mined from tho diotriot , ~JJ1c1 if auoh io tho Co.S0, thol"o 
io tho addod poosibility of prosonco -of this 11'..3-1;a1 in tho EUm'forth olaims • 

. 'I . , " '. 

It 1[3 d1fficuH to o.tH100G tho o.raount o~.,:lcn,d minorn.lizaJdon ··prooDnt 
., . oinoo tho vD.doua load mino:rc.:":'il aro l/idoly spl"co.d in tho a:'cu. Thero doo s 
. not aoorn to be a oin810 defirli'~ivo rninorali zod zono ouJ

(, ~o.·~hcro. minornlizod 
0.1'0 0. oonsioting of a numbor of proopeo"c.od o.:rd Qtlvoloped sho"to . ! ;l goner'll 
tho lend mnGl'o.li zt::..tic>n .. occu::o in fc..uHod o.nd i'.·ac·tm.'ed lin:eotO:1o and L'..ppe&'l~;) 
to inoreo..oo in nbun~anco in tho rook;; oloc.Jr to iZnoouo oOn-co.ots o Tho 
s lI'all amount of: OOppOl" .min01·",lizo.iion 10 f;:a.oturo a~:Jocio..tE)d o..'1Q o: .... ·n·~icc..lly 
diotl.·ibuted. . ' , . 

. , . 
,. 

• . , _. " 1 . . • ,, . 
•• ~ .... P'"- . • . - .... , ~- •• --.• _ _ ._~. _____ _ u.l .. --t.· ,c.:.t..~--";'_-:--__ -'-_""""':" . .;----.:....-...,.;. .-- --...:. ........ ~. -
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TURNEY, IRVIN & J. .30CiATES ' 

Hr. L .B. B~·of.l.<1hurcj'c 

Pho~nix, Arizona 
July 28~ 1960 ----~ 2 

HooJ,j of tho min0rn,1 ShOl':O hnvo boon c1cvoJ.o:;)Jd by ohc, 110'.~ ctre :: m:~ 
pits Mel £l(woro.l by LlOl' O cxtollfJivo ~:a:ck 81..lG~1 0.0 doop cuJco [,Del c.. c'nQ":'-~. 
'£'ho .ono olio.:!';;' oeon nt tho '(;ihlO of oxo.mino:tiol1 \-.T.B inaccoooib10. Thir.; 
r,ha.~(., noo.r 0. o o:n to..o~\j bo·t',;ocn di:C0 end lirx)oJco-.no appoD.r'od to '00 n'uou';, leO 
foot doo) end hD-a a moc\crD.:cc d. zO Q ch:.r;:~')9 j.~"'~0~'i(',J. 0:'1 'th0c1\.:,j't.? :'c~lc:i c n"<;~:.J 
thn: l;, oarro lo(',d (And minor c orro r rr.'l.y hnvv boon p:to oon'~ in )cno \';()r~~:!.:;;[r,;; 0 

Nono of tho Hork dOno eo f.(~l· on tho claiTc:J has blockoG ol,:;-i; any po;:;iM 

ti vo tonnn.r;u of oro but,. inotouc1; hac oponod tho r...:my OhO~'IS of mino l'uli­
miion. 'Xli ita preoont oJ.;ato, tho Pl' OPO:.;·ty is only a 60ilu-d6yolopod P:,:O.J '" 
poet qut in Dry opinion a vory D. ... ;j·~;:uct:1.YO proG1JOctupon "'/hioh furjcbor 0:-:-

"plorato~7 and devoloprron't ~/ork i3 wvlJ. jus-~ifiod.. This opir..:ton if.) b(A[jf~d 

upon the 1'ol10','11n[; faotorot 

1. Tho o.lmo(lt ubiquiJ\ioufJ p::'o::;cnvQ of leac1 m..-1.notaliza:"c:'ton in Goair:-.G'fl­
"'"o.l'y rooko of tho (troe.. Thoro £U'O ~ or eouroo, 'u::;..;.ninoralizod zon/) s in tho 
eoditronta but ncv01-tholo!JG tho \·d.doopl'G a.d di:3tl1 i buiiOn of ovon the Elmn. l l 
Dho,tlo io onoouraging. Tho largo hill noa~' the center of 'cho cU'ou o..ppeD.:";:: 

. to bo i n"'.:,0noo1y mino ra lized al-'chough, u.t fi~'6t glanco, tho m.nora,1izo.tion 
(corruoito and angleoito) is not apparent . 

2 •• ~n attro.otiv0 and onoouraging roluti o-a of iirt'leouo 1"oolw "'';0 IiJir .. o~·,::::, :-· 
imtion. ~·!ho·t,her or not this rolatio.1 "Till bo of iwpo:'t.nnc(1 in tho Gub ;:ou:t­

.1'(\00 16 difficult to toll but 'tho 01000 rele:~ions c:~ the GUri'n.c0 b0'Ci'700::1 

diko o..nd ralilora1izntion indioato thrdi 0. favorable ouJlilook could ba taken 
on .Iliootine thia 1~olutlon6hip U~i dopth • . 

,. S;[;rong similar ity of r.u:·i'aoo indioo/dons (u:aGl'<lM.on m;.Q f:· e. o-cu~'inz) 
of thi 0 propo:rty with oiI1l11ar pl'oclUQlng 10a\1 pl"opo:d:. io G in othor pa.;t. s 01 

, Doutho "An A;i.'izonn. 

4. AlnOno.bility of the minora.liz;3:~i on hore to l"olativoly ino;::,pons:i.vo 
OOnoont:.-uting hi0t hoel G. 

Pro oonco of: pl"iE3.I'Y COppOl" mincn:al:J :LO i1'r~o?o Elting and d030~'V00 fu.::-. 
thor oonaido:taJlii on and 'l;osting. »;; 10 no"'li possiblo no'" to 0v£1.1ua:~0 ShOHS 

of thio r.otal hut further dovolopmont a."1d e;.:ploration shouJ,d eivo LlOIT.-3 

anC'rlor. 

In olocing, ! would li!ro to l"ooJliuto ·~hnJ .. ! boHove this pro,e:"cy ,to 
be an €l;ct. ror.::01y promising proopootrol4 :::ul·tho,: oh1'loruto:-y and devolopwor.:0 
wOl'k and haa c;uf'fioion.1\i potodliial to lJ;,J.k$ a. modo ct amount of ..:;uoh work 
woll justified •. 

001 11.1°. Enl'l El10,tlo~th ....... 

./J~;f?&~, 
. Spenoo:- R~ TiJliley,. 
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