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CALIFORNIA STATE BOARD OF EQUALIZATION
APPEALS DIVISION BOARD HEARING SUMMARY

In the Matter of the Claim for Refund g
Under the Sales and Use Tax Law of:

MAR DWATMADJA SIJANGGA and

Account Number SR CH 100-115776
ROSLIN OCTAVIA BASUKI, dba Case ID 533973
Willow Pass Union 76 )
Claimant § Concord, Contra Costa County
Type of Business: Gasoline station
Audit Period: 04/01/04 - 03/31/07
Item Claimed Refund
Negligence penalty $13,591.12

Claimant filed a claim for refund for the negligence penalty paid with respect to the

determination issued as a result of an audit of the period April 1, 2004, through March 31, 2007.
UNRESOLVED ISSUE

Issue: Whether claimant was negligent. We conclude that it was.

Claimant, a husband and wife partnership, has operated a gas station with a mini-mart and auto
repair shop since October 2002. The Sales and Use Tax Department (Department) conducted an audit
of the period April 1, 2004, through March 31, 2007. For audit, claimant provided bank statements for
most of the audit period (excluding April 1, 2004, through September 30, 2004), gasoline and diesel
fuel purchase invoices for the audit period, and purchase invoices for mini-mart and auto repair shop
merchandise for the second and third quarters of 2007.

The Department established audited taxable sales on a markup basis, computing audited
taxable sales of $4,772,854, which exceeded reported taxable sales of $3,278,998 by $1,493,856. The
Department imposed the negligence penalty because the understatement of almost $1.5 million was
substantial, and because claimant’s records were not complete. Claimant disputes the negligence
penalty, arguing that it relied on an outside accountant to prepare the sales and use tax returns

correctly, and any errors were made by the accountant. Also, claimant asserts that their daughters
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suffered from numerous medical conditions, and caring for them interfered with claimant’s ability to
monitor the business.

The understatement of $1,493,856 is substantial and represents an error ratio of 46 percent in
comparison to reported taxable sales of $3,278,998. Moreover, there were various broad discrepancies
between the records and reported amounts. For example, for the period that petitioner provided bank
statements, bank deposits of $4,135,120 exceeded reported total sales or $3,303,771, by $831,349. In
addition, the audited cost of goods sold of $4,588,505 (comprised of recorded gasoline and diesel fuel
purchases of $4,391,561 and the audited cost of mini-mart and auto part sales of $196,944) exceeded
reported taxable sales of $3,278,998 by $1,309,507 for the audit period, and the recorded cost of fuel
alone was more than $1 million greater than reported taxable sales. We find that any businessperson,
even one with limited experience who had not been audited previously, should have recognized that
disparity between recorded costs and reported sales. In addition, petitioner provided incomplete
records, which included no sales records other than bank statements. Claimant provided evidence of
medical issues for one daughter during two quarters of the audit period only, which does not explain
the drastic understatements of reported taxable sales throughout the audit period. Moreover, family
illnesses or injuries, while unfortunate, do not absolve a taxpayer of the responsibility to properly
report taxable sales. In addition, claimant is responsible for the accuracy of its reported sales, and it
cannot avoid responsibility by asserting that the accountant made errors. Based on the egregious level
of error and the obvious discrepancies between claimant’s records and its reported sales, we find
claimant was negligent, and the penalty was properly applied, even though claimant had not been
audited previously.

OTHER MATTERS

None.

Summary prepared by Deborah A. Cumins, Business Taxes Specialist I11
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