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OPI NI ON

This appeal is made pursuant to section 18593L/
of the Revenue and Taxation Code from the action of the
Franchi se Tax Board on the protest of Ladislov and
Noel een Snydr agai nst a proposed assessnent of additional
Rggfonal i'ncome tax in the amount of $243.75 for the year

1/ Unless otherw se specified, all _section references
are t0o sections of the Revenue and Taxation Code as in
effect for the-year in issue.
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The issue raised by this appeal is whether
appel lants were entitled to a clained energy conservation
tax credit for the year in question.

~In August 1981, appellants replaced the furnace
for' their Sunnyval e residence. Subsequently, appellants
filed ajoint California tax return for 1981 in which
they claimed an energy conservation credit in the amount
of $243.75. On respondent's energy conservation credit -
schedul e, appellants described the qualifying conserva-
tion neasure as a new furnace outfitted with an intermt-
tent ignition device, automatic flue danper, and high
efficiency burners. Respondent disallowed the clainmed
credit on the basis that appellants had not obtained the
reconmendation of a Residential Conservation Service
(RCS) audit prior to the installation of the furnace. In
this appeal from respondent's action, appellants contend
that an. RCS audit recomendationwas not required to
establish the eligibility of their replacement furnace
for the tax credit.

~ Section 17052.42/ provided for a tax

credit in an anount equal to 40 percent of the costs
. incurred by a taxpayer for any energy conservation nmeas-
ure installed on the taxpayer"s prenises in California.
The maxinum al | owabl e credit was $1,500 for each
premses. The term "energy conservation measure” was
defined as any itemwth a useful life of at least three
years falling within a specified generic category of
measures which net the m nimum standards established for
that category. (Rev. & Tax, Code, § 17052.4, subd.

h)(6).) The Energy Resources Conservation and =

vel opnent Conmi ssion (Energy Commission) was authorized
toestabl i sh the m ni mum standards regarding the _
eI|g|b|I|t¥ for the tax credit of any item Of a generic
category of energy conservation neasures. (Rev. & Tax.
Code, § 17052.4, Subd. (f).)

2/ Al'l of our references are to fornmer section 17052.4,
entitled "Energy Conservation Tax Credit," which was re-
nunbered section 17052.8 by Statutes 1983, chapter 323,

section 83, No. 3 Deering's Advance Legislative Service,

page 987.
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_ Regul ati ons Eronulgated by the Energy Conm s-
sion for 1981 set forth three general classes of ellg}ble
energy conservation neasures for existing dwellings.
First,. certain listed 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 premses. (Cal. Admn.
Code, tit. 20, reg. 2613.) Second, other specified neas-
ures for existing dwellings were eligible. for the credit
W thout being reconmended by an.RCS audit if installed
prior to January 1, 1982, (Cal. Admin. Code, tit. 20
reg. 2614, subd. (aS.) | ncluded anong these short-term
exenpt measures were electrical or mechanical furnace
ignition systems and devices nodifying the- openings of
heatln% S{stens. (Cal. Admn. Code, tit. 20, reg. 2615.)
After 1981, these sane neasures required an RCS audit
reconmrendation to receive the tax credit. (Cal. Adnin.
Code, tit. 20, reg.2614, subd. (a%.) Third, all other
energy conservation neasures' nust have been recomended
for Installation as the result of an RCS audit to be
eligible for the credit. (Cal. Admin. Code, tit. 20,
reg. 2614, subd. (b).) In addition, any ell%lble ener gy
conservation neasures were required to nmeet both the

. applicable definition and eligibility criteria. (Cal.

Adm n. Code, tit. 20, re% 2612.) Under the applicable .
regul ations adopted by the Energy Conm ssion, replacement
furnaces were not included as a nmeasure eligible for the
tax credit without an RCS audit recommendation. (Appeal
of John'and Linda Coreschi, Cal. St. Bd. of Egual.

Nov. T4, 1984, See also "California Conservation Tax
Credit," California Energy Commission Publication p400-
84-014, Novenber 1984.)

_ . It is well settled that respondent's determ na-
tions in regard to the inposition of taxes are presump-
tively correct, and the taxpayer has the burden of show ng
error in those determnations. gTodd V. McColgan, 89
Cal.ﬁﬁp.Zd 509 [201 p.2d 414] (194 TT‘TAppeaT‘Tﬁ“gWVron E.
and Alice z. Gre, Cal. st. Bd. of Equal~—,—Sepr. 10,
19b9.% In the 1Tnstant matter, it is uncontroverted that
appellants did not'obtain a prior RCS audit recomendi ng
installation of a new or replacenent furnace in their

%/ Unl ess ot herw se specified, all references.to regul a-
lons 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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hone. Since the regulations clearly require an RCS audit
recommendation to qualify a new furnace for the enerPy
conservation tax credit, appellants' failure to conply
with this requirement is necessarily fatal to their

case. .

~ Mreover, while appellants' furnace may have
been equ|pPed Wth an intermttent ignition device and
automatic tlue danmper, these devices by thenselves did
not qual|f¥ as energy conservation neaSures under section
17052. 4. he ignition device was not an electrical or
mechani cal ignition systemas that term was defined by
regul ation 2612, subdivision (h), for it was not "installed
as a retrofit nmeasure to an existing gas-fired furnace.,!

(See Appeal of John and Linda Coreschi, supra.% Nor was
the automalic danper 'instalfed to nodify the tlue of a

as-fired furnace. (Cal. Admn. Code, tit, 20, reg.

612, subd. (i)(l).) Both of these devices were energy
efficient features of a brand-new furnace, not energy
conservation nmeasures installed to correct an outdated
furnace or heating system W observe that intermttent
ignition devices have been required by |law on residentia
gas appliances since 1975. (Pub. Res. Code, §§ 25960-
5968,) The tax credit did not aPpIy to energY conserva-
tion neasures required by state |aws and regul ati ons at
the time of installation. (Rev. & Tax. Code, § 17052.4,
subd. (e); Cal. Admn. Code, tit. 20, reg. 2611, subd.
(e).)

Finally, appellants have clained that they did
not have access to the statute and pertinent regul ations
governing the energy conservation tax credit for 1981.
Appellants state that they were conpelled to rely solely
upon respondent's instructions for conpleting the energy
conservation credit schedule. Appellants' argument seens
to be that respondent should be estopped from disallow ng
the credit due to anbiguities in the tax forminstruc-
tions in regard to eligibility rules. Wen we review the
instructions, however, we find no statements that night
have msled appellants into believing that a replacenent
furnace was eligible for the credit. = The instructions
merely state that furnace ignition systenms and vent
danpers "may qualify" and directs the taxpayer to "nore
detailed information . . ., to be found in the California
Energy Comm ssion's regulations." (Resp. Br., Ex. B.)

In prior instances, this board has dismssed as w thout
merit the contention that a lay person should bear no
liability resulting fromignorance of the [|aw. (éFpea
of Allan W _ Shapiro, Cal. St. Bd. of Equal,., Aug. T,
1974) W have no reason to deviate fromthis rule in
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the instant appeal since appellants have admtted that
t hey were not aware of the applicable [aw when they
claimed the credit.

Based upon the foregoing, we find that appel-
| ants have not denonstrated that respondent erred in
disallowing their clainmed energy conservation tax credit.
Accordingly, we nust sustain respondent's, action in this
matter.
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ORDER

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

| T IS 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 Ladislov and Noel een Snydr against a Proposed
assessment of additional personal income tax in the
amount of $243.75 for the year 1981, be and the sane is
her eby sust ai ned.

Done at Sacranento, California, this 8th day
of Ma , 1985, by the State Board'of Equalization,
with Board Menbers M. Dronenburg, M. Bennett, M. Nevins
and Mr. Harvey present.

Ernest J. Dronenburg, Jr. , Chairnman

W I liamM. Bennett , Member

Ri chard Nevins , Menmber

Wl ter Harvey* , Member
S . Member

*For Kenneth Cory, per Governnent Code section 7.9
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