
 

Consideration of the Facts re: Arizona Department of Commerce 
Environmental Technology Assistance Program Tax Certification 

 
 
What is the Tax Credit? 
 
 A.R.S. § 41-1514.02 in the past allowed the Arizona Department of Commerce to establish and 
conduct an environmental technology assistance program, such as tax credits, to assist companies that 
produce renewable energy products.  The Department was authorized to issue certificates to qualifying 
producers.  A.R.S. § 43-1169 provided a tax credit for construction costs for qualified facilities under 
certain conditions.  No new certifications could be issued after June 30, 1996.  See A.R.S. § 41-
1514.02(C). 
 
 In 1996, BHP Copper, Inc. (“BHP”), was the owner of the Florence Copper property.  On June 25, 
1996, BHP was issued a certificate that made it eligible for the tax credit.   
 
 
Was the Tax Credit transferred to Curis Resources? 

 
There are a number of conditions to transferring a tax credit.  A certificate is transferrable only to 

successors “that have acquired and continue to operate a facility that was used to meet the qualifications 
prescribed in subsection E of this section and that continues to be used predominately for the purposes 
described in subsection E, paragraph 2, subdivision (b) of this section . . . .”  A.R.S.  § 41-1514.02(I).   

 
BHP began construction on a qualifying facility in 1997.  It constructed 67 wells and production 

facilities.  The project halted when copper prices fell.  The project was then abandoned by BHP, which 
transferred the property to Florence Copper, Inc., in 2000.   

 
Florence Copper, Inc. was sold to Merrill Mining, LLC, in 2001.  In 2004, Roadrunner Resorts, 

LLC, acquired the private land owned by Florence Copper Inc. and WHM Merrill Ranch Investments, 
LLC, subsequently acquired those patented lands.  In 2008, Felix-Hunt Highway, LLC, acquired Florence 
Copper, Inc., which was then the lessee under the Arizona State Mineral lease 11-26500.  On March 10, 
2009, the private land comprising part of the Florence Copper property was conveyed in foreclosure 
proceedings to The Peoples Bank.  On October 28, 2009, Merrill Ranch Properties, LLC, acquired the 
private land from The Peoples Bank.  Curis Resources (Arizona) Inc. (“Curis Resources”) purchased the 
private land from Merrill Ranch Properties, LLC, on December 17, 2009.  On February 24, 2010, Curis 
Resources obtained assignment from Florence Copper, Inc., of Arizona State Mineral Lease 11-26500.  
No improvements were made to the property or project after BHP transferred it to Florence Copper Inc. in 
2000. 
 

As there was not a continuous operation of the qualifying facility at the time of its transfer to 
Florence Copper, Inc., the certificate was not transferable to Florence Copper, Inc.  As Florence Copper, 
Inc. did not have the certificate, nothing more than the property was ultimately transferred to Curis 
Resources.  Indeed, there is no written assignment of the certificate to Curis Resources. 
 



 

CURIS RESOURCES (ARIZONA) INC.  1575 W. Hunt Highway, Florence, Arizona 85132 USA     florencecopper.com 

 

 
What restrictions render the Tax Credit void? 
 
 There are a number of restrictions that render the tax credit void.  The tax credit for construction is 
lost if the environmental technology producer “abandons construction before the facility is placed in 
service . . . .”  A.R.S.§ 43-1169(G)(1).  BHP abandoned the construction on the facility in 2000, thereby 
losing the credit. 
 
 According to the enabling legislation, and as reflected on the face of the certificate, to qualify for 
the tax credit, the environmental technology producer must make or expect to make at least $20,000,000 
of new capital investment within five years after construction commences or improvements are installed.  
A.R.S. sec. 41-1514.02(E)(2)(c).  BHP did not make $20,000,000 in new capital investment from 1997, 
when it started construction, to 2000, when it abandoned the project and transferred the property to 
Florence Copper.  By 2000, it was clear that the required expenditures were not expected to be made in 
five years after construction commenced. 
 
 A.R.S. sec. 43-1169(C) states that “a credit is not allowed under this section for any amount spent 
more than ten years after the start of the facility’s initial construction.”  As BHP’s initial construction 
began in 1997, well over ten years ago, there are no further income tax credits allowed under BHP’s 
original certificate since 2007. 
 
 The legislation requires annual reports.  A.R.S. § 41-1514.02(G)(1) states that “if the taxpayer 
fails to provide the required information, the department of commerce shall immediately revoke the 
taxpayer’s qualifications and notify the department of revenue.”  This provision is mandatory.  Curis 
Resources has filed no annual reports with the Department of Commerce. 
 
 
What State Taxes will Florence Copper pay? 
 
 The Economic Impacts of the Florence Copper Project Report, prepared and revised by the 
Western Economic Analysis Center in May 2011, clearly states that “the largest share (about $4.5 million 
or 32%) of the new direct tax payments from the Florence Copper Project will go to the State of Arizona.”  
Table 10 on page 32 of the report shows tax payments to the State of Arizona as $4,471,000.  A full copy 
of this report is available online at www.florencecopper.com 
 
 In the company’s September 2010 NI-43-101 Preliminary Economic Assessment (PEA) Report 
for the Florence Project prepared by SRK Consulting of Tucson, Arizona which has been available on the 
Curis website since September 30th 2010 and is also listed on the public reporting website for Canadian 
public companies known as SEDAR, the report clearly shows the amount of federal, state and property tax 
that Curis is expecting to have to pay as the project goes into operation.  In the financial model shown in 
this report, the conservative city and state tax payable assumptions are that Curis would pay some $107.8 
million over the life of the project. 

http://www.florencecopper.com/�

