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(2) Upon discovery of an accident or 
an unusual variation in a gauge; and 

(3) When required to take a physical 
inventory. 

(b) Losses from theft, tampering, or un-
authorized voluntary destruction. When-
ever any spirits, denatured spirits, or 
wines are lost or destroyed in bond, 
whether by theft, tampering, or unau-
thorized voluntary destruction, the 
proprietor may elect voluntarily to pay 
the tax on the quantity lost. If the pro-
prietor does not elect to pay the tax, 
the proprietor must promptly report 
the loss or destruction to the appro-
priate TTB officer. TTB may require 
that the proprietor file any claim for 
relief from the tax in accordance with 
§ 19.263. 

(c) Missing packages. When a propri-
etor cannot locate or otherwise ac-
count for any packages of spirits, dena-
tured spirits, or wine recorded as de-
posited on bonded premises, the propri-
etor must promptly report that fact to 
the appropriate TTB officer. In such 
case the proprietor must either pay the 
tax on the lost spirits, denatured spir-
its, or wines or file a claim for relief 
from the tax in accordance with 
§ 19.263. 

(d) Excessive in-transit losses. A propri-
etor must promptly report excessive 
in-transit losses to the appropriate 
TTB officer. As a general rule, when 
spirits, denatured spirits, or wines are 
received in bond in bulk conveyances 
TTB will consider as excessive a loss 
that exceeds 1 percent of the quantity 
consigned. However, in the case of 
transcontinental transfers of wine in 
bond, TTB will consider as excessive 
only a loss in excess of 2 percent of the 
quantity of wine consigned. 

(e) Excessive storage losses. A propri-
etor must pay the tax on excessive 
storage account losses of spirits unless 
the proprietor files a claim for remis-
sion in accordance with § 19.263 and 
TTB allows the claim under § 19.268. 
TTB will consider a storage account 
loss as excessive when the quantity of 
spirits lost during a calendar quarter 
from all storage tanks and stored bulk 
conveyances exceeds 1.5 percent of the 
total quantity contained in the tanks 
and stored bulk conveyances during 
the calendar quarter. 

(26 U.S.C. 5008, 5370) 

§ 19.463 Loss of spirits from packages. 
(a) Tampering or theft. The appro-

priate TTB officer may require that a 
proprietor pay the tax on any loss 
caused by tampering or theft of spirits 
from packages in storage unless the 
proprietor establishes to the satisfac-
tion of the appropriate TTB officer 
that the loss was not due to conniv-
ance, collusion, fraud or negligence on 
the part of the proprietor. As a general 
rule, the tax will be assessed on the 
quantity of spirits that represents the 
difference between the quantity origi-
nally entered in the package and the 
quantity remaining after discovery of 
the tampering or theft. However, if the 
proprietor can show that the package 
had already sustained normal storage 
losses before the tampering or theft oc-
curred, the proprietor may exclude the 
amount of the normal storage losses 
from the quantity to be taxpaid. 

(b) Alternative method of tax assess-
ment. If tampering or theft has oc-
curred at a proprietor’s plant and the 
proprietor has failed to use effective 
controls to prevent it, the appropriate 
TTB officer may use an alternative to 
the general method of tax assessment 
specified in paragraph (a) of this sec-
tion. In this case, the appropriate TTB 
officer may assess on each package 
showing evidence of tampering or theft 
an amount equal to the tax on 5 proof 
gallons of spirits. 

(26 U.S.C. 5006) 

§ 19.464 Losses after tax determina-
tion. 

If a proprietor sustains a loss of spir-
its after tax determination but prior to 
completion of physical removal of the 
spirits from bonded premises, the pro-
prietor may file a claim in accordance 
with subpart J of this part. 

(26 U.S.C. 5008) 

§ 19.465 Shortages of bottled spirits. 
(a) Determination of shortage. The de-

termination of whether an unexplained 
shortage of bottled distilled spirits ex-
ists must be made by comparing the 
spirits recorded as being on hand to ei-
ther the results of the physical inven-
tory required by § 19.372 or the results 
of any other complete physical inven-
tory taken by the proprietor. When the 
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