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OP INI'Q N
This appeal is made pursuant to section 190%9
of the Revenue and Taxation Code from the action of the
Franchise Tax Board in denying the claim of Hermine M.
Arnold for refuad of personal income tax and interest in
the total amount of $133.19 for the year 1969.

The issue to be decided i1s whether appellant
underpaid her 1969 income tax liability and thereby
became ineligible for the special tix credit provided.
by former section 17065 of the Revenue and Taxzation Code.

As of June 15,1969, appellant had not paid the
$19.66 balance on a deficlency assessed against her with.
respect to the year 1965. The $19.66 represented interest
on a delinquent tax and the appellant had refused to pay

-54-



Appeal of Hermine M. Arnold

the same. On June 15,1969, there was subtracted from
a property tax relief payment due to appellant the sum

of $23.03. The amount should have been $19.66. The
difference gives rise to respondent's concession that
appellant is now entitled to a refund of $3.37 plus
interest.

In the meantime, appellant had paid $817.97 on
her estimated income tax for 1969. When she filed her
1969 return she took credit for payment on estimated tax
of $841. The difference between the payment made and
the payment claimed is exactly $23.03. Appellant thereby
underpaid her self-assessed income tax for 1969. This
was done even though the assessment for 1969 had become
final and the liability had been fixed. The tax had been
calculated using a special tax credit of $100 for a single
person as provided by former section 17065 of the Revenue

and Taxation Code.'

Respondent determined that the underpayment of
tax made appellant ineligible for the special tax credit
under the terms of former section 17065, subdivision (e),
and issued a notice of deficiency in the amount-of-$133.19
"for'tax and 'interest. Appellant paid the full amount and
submitted a claim for refund. Respondent denied the claim
and-this appeal followed.

We have no hesitation in finding that appellant
did underpay her 1969 income tax. The record speaks for
itself and it 1s not necessary to belabor this point.
With respect to appellant's eligibility for the special
tax credit, former section 17065 provided in part:

(c) In order to claim the special tax credit
allowed under subdivision (a), the taxpayer must
first pay the entire amount of the net tax liability
...on or before the due date of the return...unless
the-taxpayer's failure to pay or file a timely
return was due to reasonabile cause and not due to
willful neglect.

Since the taxpayer did not pay the entire amount of the net
tax liability, the guestion remaining is whether appellant's
failure to pay was due to reasonable cause and not due to

willful neglect.
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It is established that both reasonable cause
and absence of willful neglect must be satisfied. (Rogers
Hornshkry 26 B.T.A. 591.) The burden of proof on a chal-
lenge to a determination of a taxing agency is on the
taxpayer. (Welch v._Helvering 290 U.S. 111 [78 L. Ed.
2123.) It is generally recognized that a reasonable cause
1s one which would lead a normally prudent person in
similar circumstances to act in the same manner.

Here appellant does not attack respondentts action
In connection with her 1969 tax directly. Instead she _
argues that she was justified in not paying her total 1969
tax liability because she was attempting to recover an
allegedly unfair imposition of interest by respondent.
Appellant’s unilateral action does not appear to have
been a prudent one. The 1965 matter was a closed issue
at the time appellant failed to pay her 1969 tax liability.
Her action was not reasonable when weighed against the
circumstances prevailing ‘at the moment; and furthermore,
-her comments as shown in the record clearly indicate that
her action was a willful one.

We must conclude that respondent acted correctly
In disallowing the special tax credit because appellant had
failed, willfully and without reasonable cawnga..tq vay her
full net tax liability on or before the due date.

Pursuant to the views expressed in the opinion
of the board on file in this proceeding, and gqoq Eause

appearing therefor,
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IT IS HEREBY ORDERED, ADJUDGED AND DECREED,
pursuant to section 19060 of the Revenue and Taxation Code,
that the action of the Franchise Tax Board in denying a
claim for refund by Hermine M. Arnold of tax and interest
in the total amount of $133.19 for the year 1969 be, and
the same is hereby modified to reflect the concession of
the Franchise Tax Board as to the amount of $3.37 plus
interest. In all other respects the action of the
Franchise Tax Board is sustained.

Done at Sacramento, California, this 9th day
of April, 1973, by the State Board of Equalization.

<:Ei;é' An>a45§{ ;?é%?fgqféf/ Chairman
E>iZ§Z£ ?QQZWVL//L/’ s Member

//,4£1f€ 17,{l<£;q ’ Member
(jizi;l<~xiﬁéZ§DL// 3 Membér

: s Member
"ATTEST: /////56444&/5% ,sécretaz-y
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