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APPEALS DIVISION SUMMARY FOR BOARD HEARING 

 
In the Matter of the Petition for Redetermination 
Under the Sales and Use Tax Law of: 
 

LIBERTY SUPPLIES COMPANY, INC.,  
dba Liberty Supplies Company 
 

Petitioner 

) 
) 
) 
) 
) 
) 
) 
) 

 
 
 

Account Number:  SR AA 99-229580 
Case ID 405242 
 

Vernon, Los Angeles County 
 
Type of Business: Wholesaler and retailer of photographic cameras and supplies 

Audit Period: 7/1/01 – 9/30/04 

Items Amounts in Dispute 

Disallowed claimed sales for resale        $544,893 
Amnesty interest penalty           $2,759 

 Tax 

As determined $43,864.97 
Concurred in credit +    716.35 
Protested $44,581.32 

Proposed tax redetermination $43,864.97 
Interest through 9/30/09  24,587.59 
Amnesty interest penalty    2,759.41 
Total tax, interest, and penalty $71,211.97 
Payment   -5,586.00 
Balance due $65,625.97 

Monthly interest beginning 10/1/09 $255.19 

 Neither petitioner nor its representative attended the scheduled appeals conference even though 

a notice of conference was separately mailed to both at their addresses of record.  After the conference, 

we sent a letter to petitioner and its representative on July 7, 2008, to inform them that the conference 

was held and that they could submit any additional information that they wanted us to consider.  On 

July 14, 2008, petitioner’s representative requested a preliminary determination.  On July 16, 2008, 

petitioner requested to have the appeals conference rescheduled and was offered a telephone 

conference on July 22, 2008.  Petitioner’s representative was to attend on petitioner’s behalf.  On July 

22, 2008 petitioner’s representative’s assistant called to cancel the conference.  On September 25, 

2008, we sent another letter to petitioner and its representative requesting that they submit any 

Liberty Supplies Company, Inc. -1- 



 

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

S
T

A
T

E
 B

O
A

R
D

 O
F

 E
Q

U
A

L
IZ

A
T

IO
N

 
S

A
L

E
S

 A
N

D
 U

S
E

 T
A

X
 A

PP
E

A
L

 

documentation that they wanted us to consider.  We did not receive any response.  Accordingly, we 

prepared our Decision and Recommendation based on the information contained in the petition file and 

audit workpapers. 

 This matter was scheduled for Board hearing on April 29, 2009, but was postponed to allow 

petitioner’s representative additional time to prepare for the Board hearing and because the 

representative’s assistant had a family emergency.  The oral hearing was rescheduled for July 1, 2009, 

but was again postponed because petitioner’s representative had a court hearing on the same day. 

UNRESOLVED ISSUE 

 Issue:  Whether any adjustments are warranted to the measure of disallowed claimed sales for 

resale.  We conclude that no adjustments are warranted. 

 Petitioner reported $20,283,080 in total sales, claiming $17,924,070 (88 percent) as nontaxable 

sales for resale.  The Sales and Use Tax Department (Department) conducted a block sampling using 

the third quarter 2001 as the sample period, as requested by petitioner.  The Department examined 

2,642 transactions, questioning 749 of them for which petitioner did not present a resale certificate or 

for which the resale certificate petitioner presented was not properly completed.  The Department 

requested petitioner to send XYZ letters to the customers for which the transactions were questioned.  

Based on the XYZ responses from these customers and the Department’s examination of the Board 

records for the customers’ seller’s permit, the Department disallowed 73 claimed sales for resale 

resulting in an error rate of 3.04 percent, which was applied to petitioner’s total reported claimed sales 

for resale for the audit period to calculate disallowed claimed resales measured by $544,893. 

 In discussions between petitioner and the Department in early 2007, petitioner argued that the 

error ratio should only be around 1 or 2 percent and that it could provide additional documents to show 

that some disallowed sales for resale were in fact nontaxable.  However, petitioner has not provided 

such supporting documentation.   

 We find that the Department properly allowed all transactions for which there was sufficient 

evidence, either through valid resale certificates or responses to XYZ letters, to show that claimed 

sales for resale were valid sales for resale.  Petitioner has not provided any evidence to show that the 
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disallowed claimed sales for resale were, in fact, valid sales for resale.  Therefore, we find no basis for 

any adjustment.   

AMNESTY 

 An amnesty interest penalty of $2,759.41, imposed under Revenue and Taxation Code section 

7074, subdivision (a), will apply in this case when the liability is final because petitioner did not 

participate in the amnesty program or pay the tax due by March 31, 2005.  By letter dated July 7, 2008, 

and follow up letter dated September 25, 2008, we offered petitioner the opportunity to submit a 

request for relief of this penalty pursuant to section 6592, but petitioner has not done so.  Accordingly, 

we have no basis upon which to consider recommending relief from the amnesty interest penalty. 

OTHER DEVELOPMENTS 

 None.   

 

 

Summary prepared by Rey Obligacion, Business Taxes Specialist III 
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