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CALIFORNIA STATE BOARD OF EQUALIZATION 
 

APPEALS DIVISION PETITION FOR REHEARING SUMMARY 
 

In the Matters of the Petitions for Redetermination 
and Claim for Refund Under the Sales and Use Tax 
Law of: 
 
WILLIAM G. MORSCHAUSER 
dba Friar Tuck’s Bar & Grille 
 
Petitioner/Claimant 

) 
) 
) 
) 
) 
) 
) 
) 
) 

 
 
 
 
Account Number:  SR AP 17-811203 
Case ID’s 255762, 341121, 225366, 530753  
 
Rancho Cucamonga, San Bernardino County 

 
Type of Business Cocktail lounge 

Claim Period  1/01/97 – 12/31/99 (case ID 225366) 

Audit Periods 10/01/00 – 12/31/03 (case ID’s 255762, 341121)
1
 

 01/01/04 – 06/30/09 (case ID 530753) 

Item Amount in Dispute 

Unreported taxable bar sales $1,067,343  (255762, 341121) 

Unreported taxable sales of food $     52,897  (255762, 341121) 

Unreported taxable sales $1,244,741  (530753) 

Fraud penalty $     12,254  (255762, 341121) 

 $     27,976  (530753) 

Claim for refund $   $30,766  (225366) 

 255762  341121 

 Tax Penalties Tax Penalties 

As determined $28,761.76 $2,876.19 $72,704.68 $29,123.65 

Pre-D&R adjustment -  8,661.80 +2,148.82                      -21,894.77 

Adjustment for tax paid under amnesty    - 43,789.42 

Proposed redetermination $20,099.96 $5,025.01 $28,915.26 $  7,228.88 

Amount concurred in -     247.97                  -     909.89                    

Protested $19,851.99 $5,025.01 $71,794.79
2
 $  7,228.88 

Proposed tax redetermination $20,099.96  $28,915.26  

Interest through 04/30/14 21,733.39  23,492.52 

Fraud penalty    5,025.01       7,228.88 

Total tax, interest, and penalty $46,858.36  $59,636.66 

Payments   -   1,546.18 

Balance   $58,090.48 

Monthly interest beginning 05/01/14 $ 100.50  $ 136.85 

                                                 

1
 The Sales and Use Tax Department issued two Notices of Determination for the audit period, for the periods October 1, 

2000, through June 30, 2001, and July 1, 2001, through December 30, 2003.  (Case ID’s 255762 and 341121, respectively.)  
2
 The protested amount includes the amount paid under amnesty and represents $72,704.68 less $909.89.  
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    530753 

                         Tax                     Penalty 

As determined and proposed to be redetermined $111,901.96 $27,975.58 

Less concurred -     8,743.68          00.00 

Balance, protested $103,158.28 $27,975.58 

Proposed tax redetermination $111,901.96 

Interest through 04/30/14 65,881.01 

Fraud penalty      27,975.58 

Total tax, interest, and penalty $205,758.55 

Monthly interest beginning 05/01/14 $  559.51 

 These matters were heard by the Board on July 17, 2013.  For the periods October 1, 2000, 

through December 31, 2003, and January 1, 2004, through June 30, 2009, the Board ordered no further 

adjustments to the unreported taxable sales and found that the understatements were the result of fraud.  

The Board ordered relief of the fraud penalty and the amnesty-double fraud penalty with respect to the 

amounts of tax paid on amnesty returns.  For the period January 1, 1997, through December 31, 1999, 

the Board ordered the claim for refund denied.  Petitioner filed a timely petition for rehearing dated 

September 13, 2013, and submitted a supplemental petition for rehearing, which is not dated but was 

transmitted to the Board Proceedings Division by email on January 10, 2014.   

 The petition for rehearing was scheduled on the Consent calendar for January 2014, but it was 

removed from that calendar because of Board Member contact, and it has now been scheduled for the 

Board’s consideration on the Adjudicatory calendar.   

UNRESOLVED ISSUE 

 Issue:  Whether the petition for rehearing should be granted.  We recommend that it be denied. 

 In the petition for rehearing, petitioner reiterates his argument that the bartenders’ thefts, which 

involved pouring drinks for customers and keeping the proceeds, represented thefts of merchandise 

rather than thefts of cash.  Petitioner also asserts that the fraud penalty was improperly assessed on the 

basis that the amount of understatement would be dramatically reduced if the correct adjustment for 

theft of merchandise were allowed.  In addition, petitioner argues that the fraud penalties were assessed 

primarily because the Sales and Use Tax Department (Department) audit managers became irritated 

during the discussion of the audit.  All of these arguments were fully and extensively discussed at the 

Board hearing, and petitioner has provided no new evidence to support any of the arguments.  In the 
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supplemental petition for rehearing, petitioner disputes the comments in the record stating that he did 

not provide records.  With the supplemental petition for rehearing, petitioner provided a picture of 

several file folders with various headings typed on the folder tabs.  Petitioner has not explained what 

the various folders contain or how they might support adjustments to the liability.  However, petitioner 

does state that the records in the photograph were provided to the Department during the audit.  

Accordingly, the pictured files do not represent new evidence that has not been considered previously.   

 One new issue petitioner raises is his explanation that he has the disability known as Tourette’s 

syndrome.  Petitioner states that, when he feels misunderstood or persecuted, he responds with 

involuntary acts that are inappropriate.  Accordingly, he asks that the Board Members make their 

decision based on facts without regard to his involuntary inappropriate actions.  However, we find that 

the Board has already done exactly that.  The Board has concluded, based on the facts in evidence, that 

no further adjustments are warranted and that the understatements were the result of fraud.  Petitioner 

has provided no evidence or arguments that have not been considered previously.  We conclude that 

the Board correctly decided this matter, and petitioner has not presented a basis for rehearing.  We thus 

recommend that the petition for rehearing be denied.   

 

Summary prepared by Deborah A. Cumins, Business Taxes Specialist III 

 


