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percent of these eligible excise taxes 
until March 1, 1987. 

(Aug. 16, 1954, Chapter 736, 68A Stat. 907, as 
amended (26 U.S.C. 7652)) 

[T.D. ATF–233, 51 FR 28078, Aug. 5, 1986; 52 
FR 2222, Jan. 21, 1987] 

Subpart Cb—Products Coming 
Into the United States From 
Puerto Rico 

§ 26.35 Taxable status. 

(a) Liquors coming into the United 
States from Puerto Rico, except as pro-
vided in § 26.36, are subject to a tax 
equal to the internal revenue tax im-
posed on the production in the United 
States of like liquors. Articles coming 
into the United States from Puerto 
Rico, except as provided in § 26.36, are 
subject to tax on the liquors contained 
therein at the rates imposed in the 
United States on like liquors of domes-
tic production. 

(b) The excise taxes collected on dis-
tilled spirits or articles containing dis-
tilled spirits shall be deposited into the 
Treasury of Puerto Rico only if at least 
92 percent of the alcoholic content of 
such products is rum. The amount de-
posited into the Treasury of Puerto 
Rico shall not exceed the lesser of 
$10.50, or the rate imposed by 26 U.S.C. 
5001(a)(1) (including adjustments to the 
effective tax rate under 26 U.S.C. 5010), 
on each proof gallon of such distilled 
spirits or articles, other than eligible 
articles, containing distilled spirits 
coming into the United States or con-
sumed on the island. Such excise tax 
deposits will be reduced by the esti-
mated amount necessary for payment 
of refunds and drawbacks. 

(c) Except for products described in 
26 U.S.C. 7652(c), no excise taxes shall 
be deposited into the Treasury of Puer-
to Rico if an excise tax subsidy is pro-
vided by Puerto Rico that is of a kind 
different from, or in an amount per 
value or volume of production greater 
than, any subsidy offered by Puerto 

Rico to industries manufacturing prod-
ucts not subject to Federal excise tax. 

(Sec. 2682, Pub. L. 98–369, 98 Stat. 494 (26 
U.S.C. 7652)) 

[T.D. ATF–175, 49 FR 20804, May 16, 1984, as 
amended by T.D. ATF–203, 50 FR 15888, Apr. 
23, 1985; T.D. ATF–263, 52 FR 46593, Dec. 9, 
1987. Redesignated and amended by T.D. 
ATF–459, 66 FR 38550, July 25, 2001] 

§ 26.36 Products exempt from tax. 

(a) General. Industrial spirits, dena-
tured spirits, and products made with 
denatured spirits in Puerto Rico may 
be brought into the United States 
without incurring tax liability imposed 
by 26 U.S.C. 5001 or 7652. 

(b) Industrial spirits. A distiller of in-
dustrial spirits who registers and files 
a bond as a distilled spirits plant in ac-
cordance with part 19 of this chapter 
may ship industrial spirits to a tax-free 
alcohol user in the United States who 
holds a permit issued under part 22 of 
this chapter.. These shipments shall be 
made in accordance with the require-
ments of parts 19 and 22 of this chapter. 

(c) Denatured spirits. A distiller who 
registers and files a bond as a distilled 
spirits plant in accordance with part 19 
of this chapter and who denatures spir-
its in accordance with parts 19 and 21 
of this chapter may ship completely 
denatured alcohol to anyone in the 
United States, and may ship specially 
denatured spirits to a dealer or user of 
specially denatured spirits in the 
United States or Puerto Rico who 
holds a permit issued under part 20 of 
this chapter. These shipments shall be 
made in accordance with the require-
ments of parts 19 and 20 of this chapter, 
and subpart Ia of this part. 

(d) Products made with denatured spir-
its. (1) A person in Puerto Rico who 
manufactures products with com-
pletely denatured alcohol in accord-
ance with the requirements of part 20 
of this chapter may ship those products 
to the United States in accordance 
with the requirements of part 20 of this 
chapter, and subpart Ia of this part. 

(2) A person in Puerto Rico who man-
ufactures products with specially dena-
tured spirits may ship those products 
to the United States if that person (i) 
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