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OPI NI ON

Thi s appeal is made pursuant to section 185931/
of the Revenue and Taxation Code fromthe action of the-
Franchi se Tax Board on the protest of Paul D. and
Kat herine Y. MAfee against a proposed assessnent of
addi ti onal personal income tax in the amount of $481 for
the year 1981.

‘ 1/ Unless otnerw se specified, all section references
are to sections of the Revenue and Taxation Code as in
effect for the year in issue.
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The issue presented by this appeal is whether
appel lants were entitled to the energy conservation tax
credit claimed on their personal income tax return for
1981.

_ During the year under review, appellants
installed a new furnace in their Orange County residence.
Prior to the purchase of the replacenment furnace, appel-
lants claim that they attenpted to discover the eligibil-
ity requirements for the energy conservation tax credit
but did not receive any relevant information from the
personnel of various governnental agencies. Moreover,
appel l ants assert that they were unable to obtain any
|iterature explaining the guidelines for the tax credit.
On their joint California tax return for 1981, éfpellants
claimed an energy conservation tax credit of $481.

_ Upon review of appellants’return, respondent
disallowed the claimed credit in its entirety on the
ground that appellants had failed to show that they
obtained a report froma Residential Conservation Service
(RCS) auditor recomending installation of the new
furnace. Concurrently, respondent issued the proposed
assessnent of additional tax at issue in this appeal
Aﬂpellants filed this aﬁpeal after respondent denied
their protest against the proposed assessnent.

_ In 1929, the California Legislature pronulgated
section 17052.4</ to provide for a tax credit in an
amount equal to 40 percent of the costs incurred by a
taxpayer for an energy conservation measure installed on
the taxpayer's prenmises in California, The maxi num
allowabl e credit was $1,500 for each prem se.

_ The term "energy conservation neasure" was
defined by subdivision (ﬁ} of section 17052.4 which read,
in pertinent part, as follows:

~(6) "Energy conservation neasure" neans
any itemwth a useful life of not |ess than
three years of one of the follow ng generic

2/ AIT of our references are to forner section 17052. 4,
entitled "Energy Conservation Tax Credit," which was
enacted for taxable years beginning on January 1, 1981,
bK Statutes 1981, chapter 1137, section 1, page 4464.
The section was subsequentlg renunbered section 17052.8
by Statutes 1983, chapter 323, section 83, No. 3
Deering's Advance Legislative Service, page 987.
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categories which nmeets the mninum standards as
speci fied pursuant to subdivision (f):

* * *

(H) For existing dwellings, such other
measures or devices as may be designated
"residential energy conservation measures"
approved and adopted as Egrt of an appropriate
operational Residential nservation Service
Plan pursuant to the provisions of Section 210
of Title Il of the National Energy Conservation
Policy Act (92 Stat. 3206) and recommended as
the result of an audit conducted under the
auspi ces of such a plan. This generic category
i ncludes, but is not limted to:

(i) Electrical or mechanical furnace

ignition systenms which replace gas pil ot
| Tghts; ...
In addition, for dwellings |ocated in areas of the state
’ where there was no RCS plan in operation or where the

plan in effect did not provide energy audits, energy
conservation devices included electrical or mechanica
furnace ignition systens. (Rev. & Tax. Code, § 17052.4,
subd. &h) 6) (1).) Under section 17052.4, subdi vision
ég),_t_e nergy Resources Conservation and Devel opnent

omm ssion (Energy Conmission) was authorized to estab-
l'ish the mninum standards regarding the tax credit
eligibility of any item of a generic category of energy
conservation measures.

_ Regul ations pronul gated by the Energy Conm s-
sion for 1981 set forth three classes of_ellgiyle ener gy
conservation measures for existing dwellings.

First, certain |isted conservation neasures, such as
ceiling insulation, weatherstripping, and water heater
insulation, qualified for the tax credit wthout a prior
RCS audit when installed on any prenmises. (Cal. Admn.
Code, tit. 20, re%: 2613.) Second, other specified
measures for existing dmelllngs were eligible for the
credit wthout being recommended by an audit if
installed prior to January 1, 1982. (Cal. Adm n. Code,

3/ unfess otnherw se specified, all references to regula-
‘ flons are to the California Tax Credit Regul ations,

California Admnistrative Code, title 20, chapter 2,

subchapter 8, article 2, effective January 1, 1981
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tit. 20, reg. 2614, subd. (a).) Included among these
short-term exenpt measures were electrical or nechanica
furnace ignition systenms, (Cal, admin. Code, tit, 20,
reg. 2615.) After 1981, these sane neasures required an

RCS audit reconmendation to receive the tax credit, ﬁcm,
a

Admi n. Code, tit. 20, reg. 2614, subd. (a),) Third, |
ot her energy conservation neasures nust have been recom
mended for installation as the result of an RCS audit to
be eligible for the credit, (cal. Admin. Code, tit, 20,
reg. 2614, subd. (b),) Replacenment furnaces were not
included as a measure eligible for the tax credit w thout
an RCS audit recommendation under the applicable regul a-
tions adopted by the Energy Conmi ssion, (Appeal of John
and Linda Coreschi, cal. St, Bd. of Equal,, Wov, 14,
1984, See also 'California Conservation Tax Credit,"
California Energy Commi ssion Publication p440-84-014,
Wov. 1984,) In other words, to successfully estabiish
the eligibility of a new furnace for the 1981 energy
conservation tax credit, ataxpayer nust denonstrate that
installation of the furnace was recomended by an RCS
audi t or, (Appeal of radislov and Noel een Snydr, Cal.

St, Bd. of Equal., May 8, 1985.)

In the present case, apPeIIants did not submt
any proof with their return that they obtained an RCS
audit recommendation prior to the installation of their
replacement furnace, Respondent assumed that appellants
did not receive the WCS audit and disallowed the clained
credit, Because respondent's determnations in regard to
the inposition of taxes are presunptively correct, appel-
| ants bear the burden of showing that the decision to
disallow their clainmed credit was erroneous. Todd v.
McColgan, 89 Cal.App.2d 509 [201 Pp.24 414] (1919); Appeal
of _Myron E. and Alice 2. Gire, Cal. St, Bd. of Equal™.,
Sept. 10, 1969.)

_ pel lants make the initial argument that the
credit should be allowed because they nade every reason-
able effort to learn the qualifications for the energy
conservation tax credit before rep[aC|n% their old fur-
nace in 1981. \Wiile we can appreciate how difficult it
may sonetimes be for a layperson to discover and then
conprehend the rules and regul ations concerning a new tax
law, this does not nean that a taxpayer can be excused
from conplying wwth the legal requirenents of a statute
merely because he could not find out what the require-,
ments were, Here, it appears that appellants were sinply
not aware of the requirement of a prior RCS audit when
they installed their furnace and filed their claimfor
the"tax credit., This board has previously dismssed as
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without nerit the contention that a |ayperson bears no
liability resulting fromignorance of the |aw (éfpeal
of allan' W Shapiro, Cal. St. Bd. of Equal., Aug. T,
T974.)

As an alternative argument, appellants contend
that the |anguage of the statute and regul ations govern-
ing the energy conservation tax credit s sufficiently
vague to permt a ééglacenEnt furnace to qualify for the
credit wthout an audit. Because replacement furnaces
weenot | isted anong the eligible measures exenpt from
the RCS audit requirement for 1981, appellants reason
that furnaces qualified notw thstanding the absence of
the RCS auditor's reconmendation since they were not
"specifically excluded" from exenption.

W do not find the applicable regulations to be
vague so _as to permt the interpretation argued by aPpeI-
lants.  The Energy Commi ssion provided that only certain
measures were eligible for the tax credit in 1981 w thout
bei ng recommended by an RCS audit and replacenent furnaces
were not included in that list of measures. (Cal. Admn.
Code, tit. 20, reg. 2614, subd. (a), pnd reg. 2615.) The
pertinent regulation was witten in affirmative and not
negative terns, Thus, the fact that furnaces were not
included on that [ist of exenpt measures obviously neans
that furnaces were not exenpt fromthe audit requirement.

In support of the eligibility of their new
furnace, appellants have stated that it is cost efficient,
has the requisite useful 1life, and uses an el ectrical
ignition system  Energy conservation devices were
required, however, to neet both the applicable definition
and eligibility criteria. (Cal. Admn. Code, tit. 20,
reg. 2612.) ile an energy conservation neasure nust
have a useful life of at |east three years (Rev. & Tax.
Code, § 17052.4, subd. (h)(6); Cal. Admn. de, tit. 20,
reg. 2611, subd. (c)), it is clear that a replacement
furnace was subiect to the RCS audit requirement to be .
eligible for the 1981 tax credit, Mreoever, an electrical
ignition device by itself does not qualify a furnace for
t he energy conservation tax credit if the device was not
installed as a retrofit measure on an eX|st|n? gas-fired
furnace but merely incorporated on a new nodel to conply
with state energy laws.  (Appeal of Ladislov and Noel een
Snydr, supra.) In this caSe, appelTanfs have not shown,

at the electrical |%£|t|on system on their furnaces was
a retrofit neasure, ther, it appears that the furnace
was purchased with the ignition device attached.
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Based upon the foregoing, we find that appel-
| ants have not denonstrated that respondent's determ na-
tion to disallow the credit was erroneous. Accordingly,
respondent's action in this matter nust be sustained.

-530-




Appeal of Paul D. and Katherine Y. MAfee

ORDER

Pursuant to the views expressed in the opinion
of the board on file in this proceeding, and good cause
appearing therefor,

‘IT | S HEREBY ORDERED, ADJUDGED AND DECREED,
pursuant to section 18595 of the Revenue and Taxation
Code, that the action of the Franchise Tax Board on the
protest of Paul D. and Katherine Y. MAfee against a
proposed assessnent of additional personal incone tax in
t he anount of $481 for the year 1981, be and the sane is
her eby sust ai ned.

Done at Sacranmento, California, this 20th day
of August , 1985, by the State Board of Equalization,

with Board Menbers M. Collis, M. Nevins and M. Harvey
present.

, Chairman
Conway H. Collis , Member
Ri chard Nevins ,  Menmber
Wl ter Harvev* . Menber

, Menber

*For Kenneth Cory, per Governnent Code section 7.9



