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Subtitle E—Alcohol, Tobacco, and Certain Other

Excise Taxes

Caaprer 51. Distilled spirits, wines, and beer.
Cuarprer 52. Tobacco, cigars, cigarettes, and cigarette papers and

tubes.

Cuaprer 53. Machine guns and certain other firearms.
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SEC. 5001. IMPOSITION,

(a) RaTe oF Tax—

RATE AND ATTACHMENT OF TAX,

(1) In @eNEraL.—There is hereby imposed on all distilled
spirits in bond or produced in or imported into the United States
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an internal revenue tax at the rate of $10.50 on each proof gallon or
wine gallon when below proof and a proportionate tax at a like rate
on all fractional parts OF such proof or wine gallon. On and after
April 1, 1955, the rate of tax imposed by this paragraph shall be $9
in lieu of $10.50.

(2) Propucrs cONTAINING DISTILLED sPIrITS,—All products of
distillation, by whatever name known, which contain distilled

_ spirits or alcohol, on which the tax imposed by law has not been
paid, shall be considered and taxed as distilled spirits.

(3) IMPORTED PERFUMES CONTAINING DISTILLED sPIRITS.— T here
is hereby imposed on all perfumes imported into the United States
containing distilled spirits a tax of $10.50 per wine gallon, and a
proportionate tax at a like rate on all fractional parts of such wine
gallon. On and after April 1, 1955, the rate of tax imposed by
this paragraph shall be $9 in lieu of $10.50.

(4) ALCOHOLIC COMPOUNDS FROM PUERTO RICO AND VIRGIN
ISLANDS,—

(A) Puerto rico.—Except as provided in section 5318, upon
bay rum, or any article containing alcohol, brought from Puerto
Rico into the United States for consumption or sale there is
hereby imposed a tax on the spirits contained therein at the rate
imposed on distilled spirits produced in the United States,

(B) VIRGIN ISLANDS.—

For provisions relating to tax on alcoholic compounds from the Virgin
Islands, see section 7652 (b) (1).

(5) WINES CONTAINING MORE THAN 24 PERCENT ABSOLUTE ALCO-
HoL.—Wines containing more than 24 percent of absolute alcohol
by volume shall be taxed as distilled spirits.

(6) DENATURED ALCOHOL, DENATURED RUM OR ARTICLES.—Any
person who produces, withdraws, sells, transports, or uses, denatured
aleohol, denatured rum, or articles in violation of laws or regulations
now or hereafter in force pertaining thereto, and all such denatured
aleohol, denatured rum, or articles shall be subject to all provisions
of law pertaining to alcohol that is not denatured, including those
requiring the payment of tax thereon; and the person so producing,
withdrawing, selling, transporting, or uging the denatured alcohrflﬁ,
denatured rum, or articles shall be required to pay such tax.

(7) Frurr rLavor coNCENTRATES.—If any volatile fruit-flavor
concentrate (or any fruit mash or juice from which such concentrate
is produced) containing one-half of 1 percent or more of alcohol
by volume, which is manufactured free from tax under section
5511, is sold, transported, or used by any person in violation of
the provisions of tgis chapter or regulations promulgated there-
under, such person and such concentrate, mash, or juice shall
be subject to all provisions of this chapter pertaining to distilled
spirits and wines, including those requiring the payment of tax
thereon; and the person so selling, transporting, or using such
concentrate, mash, or juice shall be required to pay such tax.

(8) IMPORTED ALCOHOL WITHDRAWN FOR BEVERAGE PURPOSES,—
On all alecohol imported under section 5311 without payment of
the internal revenue tax, and withdrawn for beverage purposes,
there shall be paid on such withdrawal an additional tax equal to
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the duty which would have been paid had such spirits been im-
ported for beverage purposes, less the duty already paid thereon.

(9) IMPORTED LIQUEURS AND CORDIALS.—Imported liqueurs and
cordials, or similar compounds, containing distilled spirits, shall be
taxed as distilled spirits.

(b) Time or ArrAcEMENT ON DisTiniep SeiriTs.—The tax shall
attach to distilled spirits, spirits, aleohol, or aleoholic spirits, within
the meaning of section 5002 (b), as soon as this substance is in
existence as such, whether it be subsequently separated as pure or
impure spirits, or be immediately, or at any subsequent time,
transferred into any other substance, either in the process of
original production or by any subsequent process.

(¢) Cross REFERENCE.—

For penalty for tampering with a stamp machine, see section 5689.
SEC. 5002, DEFINITIONS.

(a) Distinier.—Every person who produces distilled spirits from
any source or substance, or who brews or makes mash, wort, or
wash, fit for distillation or for the production of spirits, or who, by
any process of evaporization, separates alcoholic spirits from any
fermented substance, or who, making or keeping mash, wort, or wash,
has also in his possession or use a stﬁl, shall be regarded as a distiller.

(b) DistiLnep SPirITS.—

(1) GeNERAL DEFINITION.—For purposes of this chapter, distilled
spirits, spirits, alcohol, and alcoholic spirits are that substance
known as ethyl alecohol, hydrated oxide of ethyl, or spirits of wine,
which is commonly produced by the fermentation of grain, starch,
molasses, or sugar, including all dilutions and mixtures of this
substance.

(2) PropucTs oF RECTIFICATION.—As used in section 5008 (b)
the term “distilled spirits” includes products produced in such
manner that the person producing them is a rectifier within the
meaning of section 5082,

(¢) Proor Spirrrs.—For purposes of this chapter, the term “proof
spirits’’ means that alcoholic liquor which contains one-half its volume
of alcohol of a specific gravity of seven thousand nine hundred and
thirty-nine te.n-t.housanftrhs (.7939) at 60 degrees Fahrenheit.

(d) Proor Garnon.—For purposes of this chapter, the term “proof
gallon” means a gallon of proof spirits, according to the standard
preseribed in subsection (e), set forth and declared for the inspection
and gauging of spirits throughout the United States.

SEC, 5003. EXEMPTIONS.

(1) For provisions authorizing the withdrawal of alecohol free of tax
for use by Federal or State agencies, see section 5310 (b).

(2) For provisions authorizing the withdrawal of alcohol free of tax
for use in research, hospitals, or charitable clinics, see section 5310 (c).

(3) For provisions authorizing the importation of alcohol for industrial
pnrzoaes without payment of tax, see section 5311.

(4) For provisions authorizing the withdrawal and denaturation of
alcohol without payment of tax, see sections 5310 (a) and 5331 (a).

(5) For provisions authorizing the withdrawal and denaturation of
rum without payment of tax, see section 5331 (c).

(6) For provisions authorizing the remeoval for denaturation or
destruction without payment of tax of distillates containing aldehydes
or fusel oil, see section 5194 (b).
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(7) For provisions exempiing distilled vinegar produced by the
vaporizing process from tax, see section 5216.

(8) For provisions exempting from tax wine spirits withdrawn for the
production of wine, see section 5373.

(9) For provisions exempting from tax volatile fruit-flavor concen-
trates, see section 5511.

(10) For provisions authorizing the withdrawal of distilled spirits in
orig'}nal casks or packages for export without payment of tax, see section
5247,

(11) For provisions authorizing the withdrawal of distilled spirits by
distiller into metallic cans in wooden packages for exporiation without
payment of tax, see section 5193 (b).

(12) For provisions authorizing the transfer of distilled spirits
into ta;l)ks. or tank cars for export without payment of tax, see section
5247 A

(13) For provisions authorizing withdrawal of distilled spirits to
customs manufacturing bonded warehouses for export without payment
of tax, see section 5522 (a).

(14) For ];lu-ovisions authorizing exportation of distilled spirits bottled
in bond without payment of tax, see section 5243.

(15) For provisions relating to withdrawal of distilled spirits without
ggg;nent of tax as supplies for certain vessels and aircraft, see 19 U, S. C.

(16) For provisions authorizing regulations for withdrawal of distilled
spirits for use of United States free of tax, see section 7510.

(17) For provisions relating to withdrawal of distilled spirits without
payment of tax to foreign trade zones, see 19 U, S. C. 8lc.

SEC. 5004. LIEN FOR TAX.

(a) Liex AppricABLE TO DISTILLED SPIRITS.—

(1) ProperTY suBJEcT TO LIEN.—The tax imposed by section
5001 (a) (1) shall be a first lien on the spirits distilled, the distillery
used for distilling the same, the stills, vessels, fixtures, and tools
therein, the lot or tract of land on which such distillery is situated,
and on any building thereon, from the time such spirits are in exist-
ence -33 such until (except as provided in paragraph (3)) such tax
is paid.

I()2) ExceErTiON DURING TERM OF BoNDS.—No lien shall attach to
any lot or tract of land, distillery, building, or distilling apparatus,
under this subsection, by reason of distilling done during any
period included within the term of any bond taken under section
5177 (b) (3).

(3) ExTiNGUISHMENT oF LIEN.—Any lien under paragraph (1)
on any land or any building thereon shall be held to be extinguished
if (A) such land and building are no longer used for distillery pur-
poses, (B) there is no outstanding liability for taxes or penalties
imposed by law on the distilled spirits produced therein, and (C) no
litigation 1s pending in respect 0}) any such tax or penaity.

4) CERTIFICATE OF DISCHARGE—Any person claiming any
interest in any such land or building may apply to the Seeretary or
his delegate for a duly acknowledged certificate to the effect that
such lien is discharged and, if the Secretary or his delegate de-
termines that such lien is extinguished, the Secretary or his delegate
shall issue such certificate, and any such certificate may be recorded.
(b) Lien AppricABLE 10 Arconor.—The tax imposed by law on

alcohol shall be a first lien on such alcohol and the premises and plant
in which such aleohol is produced or stored, together with all improve-
ments and appurtenances thereunto belonging or in any wise apper-
tamning.
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(¢) Cross REFERENCES.—
1) For provisions relating fo transfer of lien to redistiller in case of
istillation, see section 5194 (f).
(2) For transfer of lien in cases of national emergency transfers, see
section 5217 (a).
SEC. 5005. PERSONS LIABLE FOR TAX,

(a) GenErAL.—The internal revenue tax imposed by section 5001
(2) (1) on distilled spirits shall be paid by the distiller or importer.

(b) Domesrtic DisTiLLED SpiriTs.—HKvery proprietor or possessor
of, and every person in any manner interested in the use of, any still,
distillery, or distilling apparatus, shall be jointly and severally liable
for the taxes imposed by law on the distilled spirits produced therefrom.

(¢) Arncomorn.—All proprietors of industrial aleohol plants and
alcohol bonded warchouses shall be jointly and severally liable for
any and all taxes on any and all alcohol produced thereat or stored
therein.

(d) Cross REFERENCES.—

(1) For provisions conditioning warehousing bonds on the payment
of the tax as specified in the eniry, and within 8 years from the date of
original entry, see section 5232 (a).

(2) For provisions relating to transfer of tax liability to redistiller in
case of redistillation, see section 5194 (f) and for transfer of liability
in case of national emergency transfers, see section 5217 (a).

(3) For liability for tax on denatured alcohol, denatured rum, articles
and volatile fruit-flaver concenirates, see section 5001 (a) (6) and (7).

(4) For liability of wine producer for unlawfully using wine spirits
withdrawn for the production of wine, see section 5373.

SEC. 5006, DETERMINATION OF TAX.
(a) REQUIREMENTS.—

(1) In ceneraAL—The internal revenue tax on distilled spirits
shall be determined when the spirits are withdrawn from bond.
Such tax shall be determined by such means as the Secretary or his
delegate shall by regulations prescribe, and with the use of such
devices and apparatus (including but not limited to storage, gauging,
and bottling tanks and pipelines) as the Secretary or his delegate
may require.

(%) DISTILLED SPIRITS DEPOSITED IN INTERNAL REVENUE BONDED
warEHOUSES.—The tax on distilled spirits entered for deposit in
internal revenue bonded warehouses shall be determined at the
time the same are withdrawn therefrom and within 8 years from
the date of original entry for deposit therein (except that distilled
spirits which on July 26, 1936, were 8 years of age or older and which
were in bonded warehouses on that date, may remain therein).

(b) Excrssive Loss.—If it appears at any time that there has been
a loss of distilled spirits from any cask or other package deposited
in an internal revenue bonded warehouse, other than the loss pro-
vided for in section 5011 (a), which, in the opinion of the Secretary
or his delegate, is excessive, he may require the withdrawal from the
warehouse of such distilled spirits, and direct the officer designated
bi{I him to collect the tax accrued on the original quantity of dis-
tilled spirits entered into the warehouse in such cask or package,
notwithstanding that the time specified in any bond given for the
withdrawal of the r:&;irits entered into warehouse in such cask or pack-
age has not expired. If such tax is not paid on demand it shall be
assessed and collected as other taxes are assessed and collected.
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(¢) DistizLep Seirits Nor Bonpep.—The tax on any distilled
spirits, removed from the place where they were distilled .fmdy except as
otherwise provided bﬂ law) not deﬂt;msited in a bonded warehouse, shall,
at any time within the period of limitation provided in section 6501,
when knowledge of such fact is obtained by the Secretary or his dele-
gate, be assessed on the distiller of such distilled spirits, and payment
of such tax immediately demanded and, on the negleet or refusal of
payment by the distiller, the Secretary or his delegate shall proceed
to collect the same by distraint, This subsection shall not exclude
any other remedy or proceeding provided by law.

{d) Unvawrurny ImporTED Distinnep Seirirs. —Distilled spirits
smuggled or brought into the United States unlawfully shall, for pur-
poses of this chapter, be held to be imported into the United States
and the internal revenue tax shall be due and payable at the time of
such importation.

(e) Cross REFERENCES.—

(1) For provisions relating to removals of distilled spirits from a dis-
tillery for redistillation, denaturation, or on determination of tax, see
section 5194,

(2) For provisions relating to removals of distilled spirits from a dis-
tillery as national emergency transfers, see section 5217 (a).

(8) For provisions relating to removals of distilled spirits from a dis-
tillery for exportation, see section 5247 (d).

(4) For provisions relating to removals of wine spirits from a distillery
for fortification of wine, see section 5373 (b).

SEC. 5007. COLLECTION OF TAX ON DISTILLED SPIRITS.

(a) Tax oN Domesric Disrinnep Seirirs.—The tax on domestic
distilled spirits shall be paid in accordance with section 5061.

(b) CownecrioNn oF Tax on ImporTED DISTILLED SPIRITS AND
Perrumus CoNTAINING DISTILLED SPIRITS.—

(1) DistinLep spiriTs.—The internal revenue tax imposed by
section 5001 (a) (1) and (2) upon imported distilled spirits shall be
collected by the Secretary or his delegate and deposited as internal
revenue collections, under such regulations as the Secretary or his
delegate may preseribe. Such tax shall be in addition to any cus-
toms duty imposed under the Tariff Act of 1930 (46 Stat. 590; 19
U. S. C,, chapter 4), or any subsequent act. Section 5688 shall be
applicable to the disposition of imported spirits.

(2) PERFUMES CONTAINING DISTILLED SPIRITS.—The internal
revenue tax imposed by section 5001 (a) (3) upon imported per-
fumes containing distilled spirits shall be collected by the Secretary
or his delegate and deposited as internal revenue collections, under
such regulations as the Secretary or his delegate ma%prescribe.

(¢c) Payment or Tax on Ancononic Comrounps From Puerto
Rico axp Vireix Isnanps.—The tax imposed by section 5001 (a) (4)
shall be collected, under regulations prescribed by the Secretary or
his delegate.

(d) Paymext or Tax oN Awncomor,—The provisions of section
5061 relating to the taxpayment of distilled spirits and the Iilemity
and forfeiture provisions applicable thereto shall, so far as applicable,
extend to and include the taxpayment of alecohol produced in the
United States, or imported under section 5311.

§ 50086 (c)
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(e) AssEssMENT ForR DErriciaNcieg IN PropuctioN AND Excess
or MaTErIALS UsED.—

(1) RequireMENT.—On the receipt of the distiller’s return in
each month, the Secretary or his delegate shall inquire and deter-
mine whether the distiller has accounted for all the grain or molasses
used, and all the spirits produced by him in the preceding month.
If he is satisfied that the £stiller has reported all the spirits produced
by him, and the quantity so reported is found to be less than 80
percent of the producing capacity of the distillery as estimated
according to law, he shall make an assessment for such deficiency
at the rate of tax imposed by law for every proof gallon. In
determining the quantity of grain used, 56 pounds shall be accounted
as a busil[:ﬁ; and if the Secretary or his delegate finds that the
distiller has used any grain or molasses in excess of the capacity of
his distillery as estimated according to law, he shall make an assess-
ment against the distiller at the rate imposed by law for every
proof gallon of spirits that should have been produced from the
grain or molasses so used in excess, which assessment shall be made
whether the quantity of spirits reported is equal to or exceeds 80
percent of the producing capacity of the distillery. If the Secreta
or his delegate ﬁnd%at the distiller has not accounted for ;ﬁ
the spirits produced by him, he shall, from all the evidence he
can obtain, determine what quantity of spirits was actually pro-
duced by such distiller, and an assessment shall be made gr the
difference between the quantity reported and the quantity shown
to have been actually produced, at the rate of tax imposed by law
for every proof gallon: Provided, That the actual product shall be
assumed to be in no case less than 80 percent of the producin
capacity of the distillery as estimated according to law. Al
assessments made under this subsection shall be a lien on all distilled
spirits on the distillery premises, the distillery used for distilli
the same, the stills, vssscﬁa, fixtures, and tools therein, the tract o
land whereon the said distillery is located, and any building thereon,
from the time such assessment is made until the same shall have
been paid.

(2) RBLIEF FROM ASSESSMENT.— W henever, under the provisions
of this subsection, an assessment shall have been made against a dis-
tiller for a deficiency in not producing 80 percent of the producing
capacity of his distillery as established by law, or for the tax upon
the spirits that should have been produced from the grain or fruit
or molasses found to have been used in excess of the capacity of
his distillery for any month, as estimated according to law, such
excessive use of grain or fruit or molasses having arisen from a fail-
ure on the Ea.rt of the distiller to maintain the capacity required by
law to enable him to use such grain or fruit or molasses without
incurring liability to such assessment, and it shall be made to appear
to the satisfaction of the Secretary or his delegate that said defi-
ciency, or said failure, whereby such excessive use of grain, molasses,
or fruit arose, was not occasioned by any want of diligence or by
any fraudulent purpose on the part of the distiller, but from mis-
understanding as to the requirements of the law and regulations in
that respect or by reason of unavoidable accidents, then, and in
such case, the Secretary or his delegate, subject to regulations pre-

500 2
49012°—b54——41 § 7(e)2)



602 INTERNAL REVENUE CODE OF 19054

scribed by him, is authorized, on appeal made to him, to remit or
refund such tax, or such part t.hareo? as shall appear to him to be
equitable and just in the premises. And the Secretary or his dele-
Eat-e, upon the production to him of satisfactory proof of the actual
estruction, by accidental fire or other casualty, and without any
fraud, collusion, or negligence of the distiller, of any spirits in process
of manufacture or distillation, or before removal to the internal
revenue bonded warehouse, shall not assess the distiller for a defi-
ciency in not producing 80 percent of the producing capacity of
his distillery as established by law when the (ﬂaﬁciency i8 occasioned
by such destruction, nor shall he, in such case, assess the tax on
t-l?e spirits so destroyed: Provided, That no assessment shall be
charged against any (ﬁst.illar of fruit for any failure to maintain the
required capacity, unless the Secretary or his delegate shall, within
6 months after his receipt of each monthly report, notify such
distiller of such failure to maintain the required capacity.
(f) Cross REFERENCES.—
(1) For authority of the Secretary or his delegate to make determina-
Ei‘zpélls z(m;i assessments of internal revenue taxes and penalfies, see seclion
a).
(2) For authority to assess tax on distilled spirits not bonded, see
section 5006 (c).
(3) For provisions relating to payment of tax on denatured alcohol,
denatured rum, articles and volatile fruit-flavor concentrates, see sec-
tions 5001 (a) (6) and (7).
(4) For authority of the Secretary or his delegate to waive provisions
of law relating or incidental to survey requirements, see section 5179 (b).

SEC. 5008. STRIP STAMPS FOR DISTILLED SPIRITS.
2 (a) Stamps For ConTainers oF Distiniep Seirrrs BorrLep in
OND.—

(1) RequiremeNTs.—Every bottle of distilled spirits bottled in
bond in an internal revenue bonded warehouse when filled shall
have affixed thereto in such manner as to be broken on opening
the bottle, a stamp evidencing the bottling in bond of such spirits
under the provisions of this subsection and section 5243, and of
regulations prescribed thereunder.

(2) Stamp rEGULATIONS.—The Secretary or his delegate shall
prescribe regulations with respect to the supplying of stamps re-
quired under this subsection, the time and manner of applying for,
issuing, affixing, and destroying such stamps, the form of such
stamps and the information to %e shown thereon, applications for
the stamps, proof that applicants are entitled to such stamps, and
the method of accounting for such stamps, and such other regula-
tions as he may deem necessary for the enforcement of this sub-
section and section 5243,

(b) Stamps For ConTAINERS OF OTHER DISTILLED SPIRITS.—

(1) RequiremenTs,—No person shall transport, possess, buy,
sell, or transfer any distilled spirits, unless the immediate container
thereof has affixed thereto in such manner as to be broken on
opening the container, a stamp evidencing the tax or indicating
compliance with the provisions of this chapter. The provisions of
this subsection shall not apply to—

(A) distilled spirits placed in containers for immediate con-
sumption on the premises or for preparation for such consumption;
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(B) distilled spirits in bond or in customs custody;

(C) distilled spirits in immediate container required to be
stamped under subsection (a) or under other provisions of internal
revenue or customs law and lations;

(D) distilled spirits in actual process of rectification, blending,
or bottling, or in actual use in processes of manufacture;

(E) distilled spirits on which no internal revenue tax is re-
quired to be paid or which are bottled especially for export with
benefit of drawback;

(F) distilled spirits not intended for sale; or for use in the
manufacture or production of any article intended for sale; or

(G) any arly establish common carrier receiving,
transporting, delivering, or holding for transportation or de-
livery distilled spirits in the ordinary course of its business as a
cOmMINON carrier.

(2) Stamp REGULATIONS.—The Secretary or his delegate shall
prescribe regulations with respect to the supplying of stamps re-
quired under this subsection, g: time and manner of applying for,
issuing, affixing, and destroying such stamps, the form of such
stamps and the information to be shown thereon, applications for
the stamps, proof that applicants are entitled to sui stamps, and
the method of accounting for such stamps, and such other regula-
tions as he may deem necessary for the enforcement of this sub-
section.

(3) DESTRUCTION OF STAMPS ON EMPTIED CONTAINERS.—HEvery
person e,mpi;y'i.n,%| any container stamped under the provisions of
this subsection shall at the time of emptying such container destroy
the stamp thereon.

SEC. 5009, B’I"FAMT}’gNI"OR DISTILLED SPIRITS WITHDRAWN FOR EXPOR-
. A -

(a) Requirements.—All distilled spirits intended for export in the
origi casks or packages or in packages filled from the original
pa s, shall, before being removed from the internal revenue
bonded warehouse, be marked as the Secretary or his delegate may
by regulations prescribe, and shall have affixed to each cask or pack-
age a stamp indicative of such intention. Such stamps shall be used
and accounted for, under regulations to be prescribed by the Secre-

or his delegate.

(b) Cross REFERENCES.—

(1) For applicability of this section to distilled spirits transferred into
tanks or tank cars for export, see section 5247 (d).
(2) For authority of the Secretary or his delegate to prescribe regula-
tions regarding stamps for distilled spirits withdrawnto manufacturing
bonded warehouses, see section 5522 (a).
SEC. 5010. MISCELLANEOUS STAMP PROVISIONS.

(2) Issum For Resramping.—The Secretary or his delegate, under
regulations prescribed by him, may issue stamps for restamping
packages of distilled spirits, which have been duly stamped but from
which the stamps have been lost or destroyed by unavoidable accident.

(b) AecounraBiLiTy.—All stamps relating to distilled spirits, shall
be charged to the principal collection officer in each internal revenue
district; and shall be used and accounted for under such regulations
as the Secretary or his delegate may prescribe.

§ 5010(b)
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(¢) ErFaAcEMENT oF STAMPS AND BRANDS oN EMPTIED PACKAGES. —
Every person who empties or draws off, or causes to be emptied or
drawn off, any distilled spirits from a cask or package bearing any
mark, brand, or stamp, required by law, shall, at the time of emptyi
such cask or package, efface and obliterate said mark, stamp, or brang.

(d) Cross REFERENCES.—

(1) For authority of the Secretary or his delegate to prescribe regula-
gi)&s E'e)llatlng to the stamping of packages of distilled spirits, see section

(2) %‘or general authority of the Secretary or his delegate to prescribe
regulations relating to the establishment and alteration of stamps,
marks, and brands, see section 6801.

(3) For provisions relating to stamping of distilled spirits removed
from warehouses, see section 5250.

SEC. 5011. ABATEMENT, REMISSION, REFUND AND ALLOWANCE FOR
LOSS OR DESTRUCTION OF DISTILLED SPIRITS.
(a) Distinrep SeiriTs LosT or DEsTROYED IN BOND.—

(1) ExrenT oF LOSs ALLOWANCE—No fax shall be collected in
respect of distilled spirits lost or destroyed while in bond, except
that such tax shall be collected—

(A) Taerr—In the case of loss by theft, unless the Secretary
or his delegate finds that the theft occurred without conniv-
ance, collusion, fraud, or negligence on the part of the distiller,
warehouseman, owner, consignor, consignee, bailee, or carrier,
or the employees of any of them; and

(B) VorunTAry DpDESTRUCTION.—In the case of voluntary
destruction, unless such destruction is carried out under sub-
section (b).

(2) Proor orF Loss.—In any case in which spirits are lost or
destroyed, whether by theft or otherwise, the Secretary or his
delegate may require the distiller or warehouseman or other pérson
responsible for the tax to file a claim for relief from the tax and
submit proof as to the cause of such loss. In every case where
it appears that the loss was by theft, the burden shall be upon the
distiller or warehouseman or other person responsible for the tax to
establish to the satisfaction of the Secretary or his delegate that
such loss did not occur as the result of connivance, collusion, fraud,
or negligence on the part of the distiller, warehouseman, owner,
cﬁnsignor, consignee, bailee, or carrier, or the employees of any of
them.

(3) Rerunp orF max.—In any case where the tax would not be
collectible by virtue of subsection (a) (1), but such tax has been
paid, the Secretary or his delegate shall refund such tax. No tax
shall be remitted or refunded under this subsection where the loss
occurred after the tax was determined (as provided in section
5006 (a)), and the spirits withdrawn from bond.

(4) Insurance coveraae.—The abatement or refund of taxes
provided for by subsections (a) I]Sl) and (3) in the case of loss of
distilled spirits by theft shall only be allowed to the extent that
the claimant is not indemnified against or recompensed for such loss.
(b) VorunTary Dusrrucrion.—The distiller, warehouseman, or

other person responsible for the tax imposed by this chapter with
respect to any distilled spirits in bond may voluntarily destroy such
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spirits, but only if such destruction is under such supervision, and
under such regulations, as the Secretary or his delegate may prescribe.

(¢) Loss or DesrrucrioN oF Arcomor.—Whenever any alcohol
(produced at an industrial alecohol plant or imported under section
5311), is lost by evaporation or other shrinkage, leakage, casualty, or
unavoidable cause during distillation, redistillation, denaturation,
withdrawal, piping, shipment, warehousing, storage, packing, trans-
fer, or recovery of any such alcohol, the Secretary or his delegate may
remit or refund any tax incurred on such alcohol: Provided, That he
is satisfied that the alcohol has not been diverted to any iliega.l use:
Provided further, That such allowance shall not be granted if the person
claiming same is indemnified against such loss g; a valid claim of
insurance.

(d) Cross REFERENCES.—

(1) For provisions relating to losses of fruit brandies before blending
in internal revenue bonded warehouse, see section
(2) For allowance of loss in case of national emergency transfers,
see section 5217 (a).
SEC. 5012. DRAWBACK.

() Drawsack oN Exrorration or Distinep Spisirs N Dis-
TiLLeERs’ Orieinan Packacus.—Distilled spirits on which all taxes
have been Paid may be exported, with the privilege of drawback,
in distillers’ original casks or pacfmges containing not less than 20
wine gallons each, on application of the owner thereof to the Secretary
or his delegate, under such regulations and on the filing of such bonds,
reports, returns and applications and the keeping of such records as
the Secretary or his delegate may preseribe. A drawback shall be
allowed upon distilled spirits on which the tax has been paid and which
have been exported to foreign countries under this section and shall
include the taxes levied and paid on the distilled spirits exported.
The rate of drawback shall be equal to the rate of the internal revenue
tax paid in respect of the distilled spirits exported, as per gauge of
such spirits as the Secretary or his delegate may require to %a made
before exportation. Such drawback shall be due and payable onl
after all requirements of law and regulations have been complied wit
and on filing with the Secretary or his delegate a proper claim and
satisfactory evidence that the tax on the distilled spirits has been
paid and that such distilled spirits have been exported; and the
Secretary or his delegate shall prescribe such regulations in relation
thereto as may be necessary to secure the Government against frauds.

(b) Cross %EFERENCES.——

(1) For provisions relating to drawback on distilled spirits packaged
or bottled especially for export, see section 5062 (b).

(2) For provisions relating to drawback on designated non-beverage
products, see section 5131 through 5134,

(3) For drawback on domestic alcohol used in flavoring extracts and
medicinal toilet preparations exported, see sections 313 (d) of the
Tariff Act of 1930 (46 Stat. 694; 19 U. S. C. 1313). -

(8 For drawback on articles removed to foreign trade zones, see
19 U. 8. C. 8lc.
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Subpart B—Rectification

See. 5021. Imposition and rate of tax.

See. 5022. Tax on cordials and liqueurs containing wine.
Seec. 5023. Tax on blending of beverage brandies.

See. 5024. Definitions,

Sec. 5025. Exemption from rectification tax.

Sec. 5026. Determination and collection of rectification tax.
Sec. 5027. Stamp provisions applicable to rectifiers.

Sec. 5028. Cross references.

SEC. 5021. IMPOSITION AND RATE OF TAX.

(a) REecriFiep Spirits AND WiNes.—In addition to the tax imposed
by this chapter on distilled spirits and wines, there is hereby imposed
(except as otherwise provided in this chapter) a tax of 30 cents on each
proof gallon and a proportionate tax at a like rate on all fractional
parts of such proof gallon on all distilled spirits or wines rectified,
purified, or refined in such manner, and on all mixtures produced in
such manner, that the person so rectifying, purifying, refining, or mix-
ing the same is a rectifier (as defined i section 5082).

(b) Cuange 1x Proor or Vornume.—When the process of rectifi-
cation is completed and the taxes prescribed by this section have
been determined, it shall be unlawful for the rectifier or other dealer
to reduce in proof or increase in volume such spirits or wine by the
addition of water or other substance. Nothing in this subsection shall
prevent a rectifier from using again in the process of rectification
spirits already rectified and on which the taxes have theretofore been
determined.

SEC. 5022. TAX ON CORDIALS AND LIQUEURS CONTAINING WINE.

On all liqueurs, cordials, or similar compounds produced in the
United States and not sold as wine, which contain more than 2%
percent by volume of wine of an alcoholic content in excess of 14
percent by volume (other than bottled cocktails), there shall be
paid, in lieu of the tax imposed by section 5021, a tax at the rate
of $1.92 per wine gallon and a proportionate tax at a like rate on
all fractional parts of such wine gallon until April 1, 1955, and on
or after April 1, 1955, at the rate of $1.60 per wine gallon and a pro-
portionate tax at a like rate on all fractional parts of such wine gallon.
All other provisions of law applicable to rectification shall apply to
the products subject to tax under this section.

SEC. 5023. TAX ON BLENDING OF BEVERAGE BRANDIES.

Fruit brandies distilled from the same kind of fruit at not more
than 170 degrees proof may, for the sole purpose of perfecting such
brandies according to commercial standards, be mixed or blended with
each other, or with any such mixture or blend, by the distiller thereof
in any internal revenue bonded warehouse operated by him exclusively
for the storage of brandy or wine spirits, and sections 5021, 5081, and
5082 relating to rectification or other internal revenue laws of the
United States shall not be held to apply to or prohibit such mlxu?
or blending, and brandies so mixed or blended may be packaged,
stored, transported, transferred in bond, withdrawn from bond
taxpaid or tax-free, or be otherwise disposed of, in the same man-
ner as such brandies not so mixed or blended: Provided, That, in addi-
tion to the tax imposed by this chapter on the production of distilled
spirits, there shﬂ.llp be paid a tax of 30 cents as to each proof gallon
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(and a proportionate tax at a like rate on all fractional parts of such
proof gallon) of brandy so mixed or blended (except when withdrawn
tax-free and accounted for or when lost and allowance is made there-
for), such tax to be determined at the time of withdrawal and paid
under such regulations as the Secretary or his delegate shall prescribe.
The Secretary or his delegate, under regulations prescribed by him,
on the presentation of proof to his satisfaction of the loss by leakage,
evaporation, theft, or otherwise, of fruit brandies so blended or
mixed, not occurring as the result of any negligence, connivance,
collusion, or fraud on the part of the warehouseman or his agents,
is hereby authorized to remit or refund the taxes assessed or paid
upon such lost brandies: Provided, however, That such remission or
refund shall be allowed only to the extent that the warehouseman
is not indemnified or recompensed for such tax, and that losses
of fruit brandies occurri efore any such mixing or blending
shall be allowable in accordance with section 5011 (a). The term
“distiller” as used in this section shall include any one or more
distillers associated as members of any farm cooperative, or any one
or more distillers affiliated within the meaning of section 17 (a) (5)
of the Federal Alcohol Administration Act, as amended (49 Stat.
990; 27 U. 8. C. 211), or any fruit distiller for whose account, recorded
with the Secretary or his delegate at the time of production, the
brandy to be blended was produced. The Secretary or his delegate
may make such rules or regulations as he may deem necessary to
carry this section into effect.

SEC. 5024. DEFINITIONS.
(1) For definition of *‘rectifier’’, see section 5082,
(2) For definition of “‘products of rectification’’ as “‘distilled spiriis’’
for certain purposes, see section 5002 (b) (2).
SEC. 5025. EXEMPTION FROM RECTIFICATION TAX.

(a) AssoLuTE ArLcomon.—The process of extraction of water from
high-proof spirits for the production of absolute alcohol shall not be
deemed to be rectification within the meaning of sections 5081 and
5082, and absolute alcohol shall not be subject to the tax imposed
by section 5021, but the production of such absolute alcohol shall be
under such regulations as the Secretary or his delegate may prescribe.

(b) Propucrion or Gin AND Vopka.—The tax imposed by section
5021 shall not apply to gin produced by the redistillation of a pure
spirit over juniper berries and other aromatics or to vodka produced
from pure spirits in the manner authorized at registered distilleries.

(¢) Rerving Seirits 1IN Course oF ORIGINAL DISTILLATION.—
The purifyinlﬁ or refining of spirits in the course of original and con-
tinuous distillation through any material which will not remain in-
coﬁurated with such spirits when the manufacture thereof is complete
shall not be held to be rectification within the meaning of sections
5021, 5081, or 5082, nor shall these sections be held to prohibit such
purifying or refining. _

(d) REpigriLLATION OF SpiriTs BY DiIsTILLERY.—Sections 5021,
5081 and 5082 shall not apply to the redistillation of spirits removed
under the provisions of section 5194 (f).

(e) BLEnpiNG STrAIGHT WHisKiES, FRUIT BRANDIES OR WiNES.—
The taxes imposed by this subpart shall not attach to blends made
exclusively of two or more pure straight whiskies aged in wood for
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a8, period not less than 4 years and without the addition of colorin
or flavoring matter or any other substance than pure water and
not reduced below 80 proof; nor to blends made exclusively of two or
more pure fruit brandies distilled from the same kind of fruit, aged in
wood for a period not less than 2 years and without the addition
of coloring or flavoring matter (other than caramel) or any other
substance than pure water and if not reduced below 80 proof. Such
blended whiskies and blended fruit brandies shall be exempt from
tax under this subpart only when compounded under the immediate
supervision of a revenue officer, in such tanks and under such condi-
tions and supervision as the Secretary or his delegate may prescribe.
Such tax shall not attach to the mixing and blen of wines, where
such blending is for the sole purpose of perfecting such wines according
to commercial standards.

(f) Apprrion oF Caramern To Branpy.—The addition of caramel
to commercial brandy at the distillery where produced, or in the
internal revenue bonded warehouse where stored, pursuant to regula-
tions prescribed by the Secretary or his delegate, shall not be deemed
2%812)6 rectification within the meaning of sections 5021, 5081, and
J .

(g) Arorarcaries.—The taxes imposed by this subpart and by
part IT of this subchapter shall not be imposed on apothecaries as
to wines or spirituous liquors which they use exclusively in the prepa-
ration or maﬂjng up of medicines unfit for use for beverage purposes.

(h) ManuracTurERS oF CHEMICALS AND FrAvorIiNG EXTRACTS,—
The taxes imposed by this subpart and by part II of this subchapter
shall not be imposed on manufacturing chemists or flavoring-extract
manufacturers for recovering tax paid alcohol or spirituous liquors
from dregs or marc of percolation, or extraction, if such recovered
aleohol or spirituous liquors be again used in the manufacture of
medicines or flavoring extracts of the kind in the production of which
originally used.

El) Cross REFERENCES.—

(1) For provisions exempting industrial alcohol plants and ware-
houses, see section 5306.

(2) For provisions exempting the blending of beverage brandies in
bonded warehouses, see section 5023.

(3) For provisions exempling distilled spirits and wines rectified in
customs bonded manufacturing warehouses, see section 5523.

(4) For provisions exempfing certain redistillation and mingling of
spirits during national emergency, see section 5217 (a).

(5) For provisions exempting winemakers in the use or treatment
of wines or wine spirits, see section 5392,

(6) For provisions exempting the manufacture of volatile fruit-flavor
concentrates, see section 5511.

SEC. 5026. D%EERMINATION AND COLLECTION OF RECTIFICATION

(a) DeTErMINATION OF Tax.—

. (1) GenErAL—The taxes imposed by sections 5021 and 5022
shall be determined upon the completion of the process of rectifica-
tion by such means as the Secretary or his delegate shall by regula-
tions prescribe and with the use of such devices and apparatus
(including but not limited to storage, ga,uging, and bottling tanks,
and pi{)]elines) as the Secretary or his delegate may require.

(2) UNAuTHORIZED RECTIFICATION.—In the case of taxable
rectification on premises other than an authorized rectifying plant,
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the tax imposed by sections 5021 and 5022 shall be due and payable

at the time of such rectification.

(b) PaymenT oF Tax oN RuctiFiep SpiriTs, WiNEs, AND CORDIALS
or Liqueurs.—The taxes imposed by sections 5021 and 5022 shall
be paid in accordance with section 5061.

SEC. 5027, STAMP PROVISIONS APPLICABLE TO RECTIFIERS.

(a) Excuanee oF WaoLEsALE Liquor Dgearers’ Stames ror
Recririep SeiriTs Stamps.—The Secretary or his delegate shall not
furnish wholesale liquor dealers’ stamps in lieu of and in exchange for
stamps for rectified spirits unless the package covered by stamp for
rectified spirits is to be broken into smaller packages.

(b) Cross REFERENCES.—

(1) For provisions relating to stamps for immediate containers, see
section 5008 (b).
(2) Provisions relating to the stamping of packages of rectified dis-
till:la {egpirits containing 5 wine gallons or more, see section 5282 (b)
an .
SEC. 5028. CROSS REFERENCES.
For penalty provisions applicable to this subpart, see subchapter J.

Subpart C—Wines

SBee. 5041. Imposition and rate of tax.

Sec. 5042. Exemption from tax.

See. 5043. Collection of taxes on wines.

Sec. 5044. Refund of tax on unmerchantable wine.
Sec. 5045. Cross references.

SEC. 5041. IMPOSITION AND RATE OF TAX.

(a) ImposrrioN.—There is hereby imposed on all wines, including
imitation, substandard or artificial wine, and compounds sold as
wine, having not in excess of 24 percent of alecohol by volume, in
bond in, produced in, or imported into, the United States, taxes at
the rates shown in subsection (b), such taxes to be determined as of
the time of removal for consumption or sale. All wines containin
more than 24 percent of aleohol by volume shall be classed as distille
spirits and taxed accordingly.

(b) Rares or Tax.—

(1) On still wines containing not. more than 14 percent of alcohol
by volume, 17 cents per wine gallon, except that on and after April 1,
1955, the rate shall be 15 cents per wine gallon;

(2) On still wines containing more than 14 percent and not ex-
ceeding 21 percent of alcohol by volume, 67 cents per wine gallon,
except that on and after April 1, 1955, the rate shall be 60 cents a
wine gallon;

(3) On still wines containing more than 21 percent and not ex-
ceeding 24 percent of alcohol by volume, $2.25 per wine gallon,
except that on and after April 1, 1955, the rate shall be $2.00 per
wine gallon;

(4) On champagne and other sparkling wines, $3.40 per wine
gallon, except that on and after April 1, 1955, the rate shall be $3.00
per wine gallon; and

(5) On artificially carbonated wines, $2.40 per wine gallon, except
thﬁt on and after April 1, 1955, the rate shall be $2.00 per wine
gallon.
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(¢) Wine GarrLonN.—For the purpose of this chapter, the term
“wine gallon” means a United States gallon of liquid measure equiv-
alent to the volume of 231 cubic inches. On lesser quantities the
tax shall be paid proportionately (fractions of less than one-tenth
Eallon being converted to the nearest one-tenth gallon, and five-

undred ths gallon being converted to the next full one-tenth gallon).

(d) InueGcarLy Propucep Wine. —Notwithstanding subsection (a),
any wine produced in the United States at any place other than the
bonded premises provided for in this chapter shall (except as pro-
vided in section 5042 in the case of tax-free production) be subject to
tax at the rate preseribed in subsection (b) at the time of production
and whether or not removed for consumption or sale.

SEC. 5042, EXEMPTION FROM TAX
(a) Tax-F'ree PropucTiON.—

(1) Croer. —Subject to regulations preseribed by the Secretary or
his delegate, the noneffervescent product of the normal alcoholic
fermentation of apple juice only, which is produced at a place other
than a bonded wine cellar and without the use of preservative
methods or materials, and which is sold or offered for sale as cider
and not as wine or as a substitute for wine, shall not be subject to
tax as wine nor to the provisions of subchapter F.

(2) FammLy wine.—Subject to regulations prescribed by the
Secretary or his delegate, the duly registered head of any family
may, without payment of tax, produce for family use and not for
sale an amount of wine not exceeding 200 gallons per annum.

(3) ExpERIMENTAL WINE.—Subject to regulations prescribed by
the Secretary or his delegate, any scientific university, college of
learning, or institution of scientific research may Prod};lce, receive,
blend, treat, and store wine, without payment of tax, for experi-
mental or research use but not for consumption (other than organ-
oleptical tests) or sale, and may receive such wine spirits without
payment of tax as may be necessary for such production.

(b) Cross REFERENCES.—
(1) For provisions relating to exemption of tax on losses of wine

(including losses by theft or authorized destruction), see section 5370.
%) For provisions exempting from tax samples of wine, see section

(8) For provisions authorizing withdrawals of wine without payment
of tax, see section 5362.
SEC. 5043. COLLECTION OF TAXES ON WINES.
(a) Persons LiaBLE ForR PayMENT.—The taxes on wine provided
for in this subpart shall be paid—

(1) BonpEp WINE CELLARS.—In the case of wines removed from
any bonded wine cellar, by the proprietor of such bonded wine
ce]far: Provided, That, in the ease of any withdrawal without pay-
ment of tax authorized under section 5362, such obligation, if any,
shall become the obligation of the transferee, and the transferor
shall thereupon be relieved of such obligation.

& (2) fFDREIGN’ wiNE.—In the case of foreign wines, by the importer
ereol.

(3) Oruer wines.—In the case of any other wine or of any wine
produced, imported, received, removed, or possessed otherwise
than as authorized iay law, by any person producing, importing,
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receiving, removing, or possessing such wine; and all such persons

shall be jointly and severally liable for such tax with each other as

well as with any proprietor, transferee, or importer who may be
liable for the tax under this subsection.

(b) CorrucrioN oF Tax.—The taxes on wines shall be paid in
accordance with the provisions of section 5061.

SEC. 5044. REFUND OF TAX ON UNMERCHANTABLE WINE.

In the case of any champagne or other sparkling wine or artificially
carbonated wine produced in the United States and returned to a
bonded wine cellar as unmerchantable under section 5361—

(1) any tax imposed by this chapter on or after the effective
date of this chapter shall, if paid, be refunded or credited to the
proprietor of the bonded wine cellar to which such champagne
or wine is delivered; or

(2) if any tax so imposed has not been paid, the person liable
for the tax may be relieved of liability therefor,

under such regulations as the Secre or his delegate may prescribe.
Such regulations may provide that claim for refund or credit under
paragraph (1), or relief from liability under paragraph (2), may be
made only with respect to minimum quantities specified in such
regulations. The burden of proof in all such cases shall be on the
applicant.

SEC. 5045. CROSS REFERENCES.

For provisions relating to the establishment and operation of wineries,
see subchapter F, and for penalties pertaining fo wine, see subchapter J.

Subpart D—Beer

Sce. 5051. Imposition and rate of tax.

Bee. 5052. Definitions.

Seec. 5053. Exemptions,

Sec. 5054. Persons liable for tax.

Sec. 50565. Determination and collection of tax on beer.

See. 5056. Drawback of tax.

Sec. 5057. Refund and eredit of tax, or relief from liability.

SEC. 5051. IMPOSITION AND RATE OF TAX.

(a) Rare or Tax.—There is hereby imposed on all beer, brewed or
%roduced and sold, or removed for consumption or sale, within the

nited States, or imported into the United States, a tax of $9 for
every barrel containing not more than 31 gallons, and at a like rate
for any other quantity or for the fractional parts of a barrel au-
thorized and defined by law. On and after April 1, 1955, the tax
imposed by the prec sentence shall be at the rate of $8 in lieu
of $9. In estimating and computing such tax, the fractional parts of
a barrel shall be halves, thirds, quarters, sixths, and eighths; and any
fractional part of a barrel, containing less than one-eighth, shall be
accounted one-eighth; more than one-eighth, and not more than one-
sixth, shall be accounted one-sixth; more than one-sixth, and not more
than one-fourth, shall be accounted one-fourth; more than one-fourth,
and not more than one-third, shall be accounted one-third; more
than one-third and not more than one-half, shall be accounted one-
half; more than one-half and not more than one barrel, shall be
accounted one barrel; and more than one barrel, and not more than
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63 gallons, shall be accounted two barrels, or a hogshead. The
Erovisiona of this section requiring the accountin% of hogsheads,
arrels, and fractional parts of barrels at the next higher quantity
shall not apply where the contents of such hogshaati., barrels, or
fractional parts of barrels are within the limits of tolerance established
by the Secretary or his delegate by regulations which he is hereby
authorized to preseribe; and no assessment shall be made and no
tax shall be collected for any excess in any case where the contents
of the hogsheads, barrels, or fractional parts of barrels heretofore or
hereafter used are within the limits of the tolerance so preseribed.
(b) AssussmMeENT OoN Marerians Usep ix Propuorion 1N Casg
or Fraup.—Nothing contained in this subpart or subchapter G shall
be construed to authorize an assessment on the quantity of materials
used in producing or purchased for the purpose of producing beer,
nor shall the quantity of materials so used or purchased be evidence,
for the purpose of taxation, of the quantity of beer produced; but the
tax on all beer shall be paid as provided in section 5054, and not
otherwise: Provided, That this subsection shall not apply to cases
of fraud: And provided further, That nothing in this sulljasection shall
have the effect to change the rules of law respecting evidence in any
prosecution or suit.
SEC. 5052. DEFINITIONS,

(a) Beur.—For purposes of this chapter (except when used with
reference to distilling or distilling material) the term “beer’” means
beer, ale, porter, stout and other similar fermented beverages (includ-
ing saké or similar products) of any name or description containing
one-half of 1 percent or more of alcohol by volume, brewed or pro-
duced from malt, wholly or in part, or from any substitute therefor,

(b) Garroxn.—For purposes of this subpart, the term “gallon”
means the liquid measure containing 231 cubic inches,

(¢) BREWER.—

For definition of brewer, see section 5092.

SEC. 5053. EXEMPTIONS,

(a) REmovass ror ExrorT.—Beer may be removed from the brew-
ery, without payment of tax, for export to a foreign country, in such
containers and under such regulations, and on the giving of such
notices, entries, and bonds and other security, as the Secretary or his
delegate may by regulations prescribe.

(b) RemovaLs WaEN UnriT ror BEVERAGE UsE.—When beer has
become sour or damaged, so as to be incapable of use as such, a brewer
may remove the same from his brewery without payment of tax, for
manufacturing purposes, under such regulations as the Secretary or
his delegate may prescribe.

(¢) REmMovaLs FOrR LABORATORY ANALYSIS.—DBeer may be removed
from the brewery, without payment of tax, for laboratory analysis,
subject to such limitations and under such regulations as the Secretary
or his delegate may prescribe.

(d) RemovaL as SuppLiEs FOR CERTAIN VESSELS AND AIRCRAFT.—

For exemption as to supplies for certain vessels and aircraft, see sec-
tion 309 of the Tariflf Act of 1930, as amended (19 U. S, C. 1309).
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BEC. 5054. PERSONS LIABLE FOR TAX,

The tax on beer imposed by section 5051 shall be paid by the owner,
agent, or superintendent of the brewery in which such beer is made,
and in the manner and at the time proyvided in this subchapter.

SEC. 5055. DETERMINATION AND COLLECTION OF TAX ON BEER.

The tax on beer imposed by section 5051 shall be determined on
sale or removal for consumption or sale and shall be paid by the
brewer or importer thereof in accordance with section 5061. en
the Secretary or his delegate finds it necessary for protection of the
revenue, he may require stamps, or other devices, evidencing the tax
or indicating a compliance with the provisions of this chapter, to be
affixed to hogsheads, barrels, or kegs of beer at the time of removal.
The Secretary or his delegate shall by regulations prescribe the manner
by which such stamps or other devices shall be supplied, affixed, and
accounted for. All administrative and penal provisions of this title,
insofar as applicable, shall apply to any tax imposed by section 5051.
SEC. 5056. DRAWBACK OF TAX,

On the exportation of beer, brewed or produced in the United
States, the brewer thereof shall be allowed a drawback equal in
amount to the tax found to have been paid on such beer, to be paid
on submission of such evidence, records and certificates indicating
exportation, as the Secretary or his delegate may by regulations
prescribe. For the purpose of this section, exportation shall include
delivery for use as supplies on the vessels and aircraft described in
section 309 of the Tariff Act of 1930, as amended (19 U. S. C. 1309).

SEC. 5057. REFUND AND CREDIT OF TAX, OR RELIEF FROM LIABILITY.

(a) Beer Removep From MarkeT—Any tax paid on or after the
effective date of this chapter by any brewer on beer produced in the
United States may be refunded or credited to him, or if the tax has
not been paid, the brewer may be relieved of liability therefor, under
such regulations as the Secretary or his delegate may presecribe, if
such beer is removed from the market before the transfer of title
thereto to any other person, and, such beer is returned to the brewery
for reconditioning, for use as materials, or is destroyed under the
supervision required by such regulations: Provided, That the tax im-
posed by section 5051 shall apply to the beer so reconditioned, such
tax to be paid pursuant to section 5055.

(b) Beer Losr sy Fmme, Casvavry, or Acr or Gop.—Subject to
regulations prescribed by the Secretary or his delegate, the tax paid
by any brewer on beer produced in the United States may be re-
funded or eredited, or if the tax has not been paid, the liability may
be remitted, if such beer is lost other than by theft, or is destroyed by
fire, casualty, or act of God, before the transfer of title thereto to any
other person.

(¢) Darr or Fiuine.—No claims under this section shall be allowed
unless filed within 6 months after the date of such removal from the
market, loss, or destruction, or if the claimant was indemnified by
insurance or otherwise in respect of the tax.
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Subpart E—General Provisions

Sec. 5061. Method of collecting tax.

Sec. 5062, Refund and drawback in case of exportation.

Sec. 5063. Floor stocks tax refunds on distilled spirits, wines,
cordials, and beer.

Sec. 5064. Territorial extent of law.

Sec. 5065. Cross references.

SEC. 5061. METHOD OF COLLECTING TAX,

(a) Cornucrion BY RErurN.—The taxes on distilled spirits, wines,
rectified distilled spirits and wines, and beer shall be paid by return.
The Secretary or his delegate shall, by regulation, prescribe the period
for which such return shall be filed, the time for filing such return, the
information to be shown in such return and the time for payment of
such tax: Provided, however, That, notwithstanding this subsection,
the taxes shall continue to be paid by stamp until the Secretary or his
delegate shall by regulations provide for the payment of the taxes by
return.

(b) DiscrETioNarRy Muraop oF ConumcrioN.—Whether or not
the method of collecting any tax imposed by this part is specifically
provided in this part, any such tax may, under regulations prescribed
by the Secretary or his delegate, be collected %y stamp, coupon,
serially-numbered ticket, or the use of tax-stamp machines, or by such
other reasonable device or method as may be necessary or helpful in
securing collection of the tax.

(¢) Appricasiuiry or Oraer Provisions or Law.—All adminis-
trative and penalty provisions of this title, insofar as applicable, shall
apply to the collection of any tax which the Secretary or his delegate
determines or prescribes shaﬂ be collected in any manner provided in
this section.

SEC. 5062. REFUND AND DRAWBACK IN CASE OF EXPORTATION.

(a) Rerunp.—Under such regulations as the Secretary or his
delegate may prescribe, the amount of any internal revenue tax
erroneously or illegally collected in respect to exported articles may
be refunded to the exporter of the article, instead of to the manufac-
turer, if the manufacturer waives any claim for the amount so to be
refunded.

(b) Drawsack.—On the exportation of distilled spirits and wines
manufactured or produced in the United States on which an internal
revenue tax has been paid, and which are contained in any cask or
package or in bottles, packed in cases or other containers, there shall
be allowed, under regulations prescribed by the Secretary or his
delegate, a drawback equal in amount to the tax found to have been
paid on such distilled spirits and wines: Provided, That such distilled
spirits and wines have been packaged or bottled especially for export,
under regulations prescribed by the Secretary or his delegate. The
Secretary or his delegate is authorized to preseribe regulations govern-
ing the determination and payment of drawback of internal revenue
tax on domestic distilled spirits and wines, including the requirement
of such notices, bonds, bills of lading, and other evidence of payment
of tax and exportation as shall be deemed necessary.
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SEC. 5063. FLOOR STOCKS TAX REFUNDS ON DISTILLED SPIRITS,
WINES, CORDIALS AND BEER.

(a) GexneErAaL.—With respect to any article upon which tax is im-
posed under this part, upon which internal revenue tax (including floor
stocks tax) at the applicable rate prescribed has been paid, and which,
on April 1, 1955, is ﬁeld by any person and intended for sale or for use
in the manufacture or tpr'adm:t;ion of any article intended for sale, there
shall be credited or refunded to such person (without interest) subject
to such regulations as mﬁ be preseribed by the Secretary or his dele-
gate an amount equal to the difference between the tax so paid and the
rate made applicable to such articles on and after April 1, 1955, if
claim for such credit or refund is filed with the Secretary or his delegate
prior to May 1, 1955 or within 30 days from the promulgation of
such regulations.

(b) Lamrrarions oN EriciBiiry ror Creprr or Rurunp.—No
person shall be entitled to eredit or refund under subsection (a), unless
such person, for such period or periods both before and after April 1,
1955 (but not extending beyond 1 year thereafter), as the Seeretary
or his delegate shall by regulations preseribe, makes and keeps, and
files with the Secretary or his delegate, such records of inventories,
sales, and purchases as may be prescribed in such regulations.

(¢) Oreer Laws AppricaBre.—All provisions of law, including
penalties, applicable in respect of internal revenue taxes on distilled

irits, wines, liqueurs and cordials, imported perfumes containing

istilled spirits, and beer shall, insofar as applicable and not incon-
sistent, with this section, be applicable in respect of the credits and
refunds provided for in this section to the same extent as if such credits
or refunds constituted credits or refunds of such taxes.
SEC. 5064. TERRITORIAL EXTENT OF LAW.

The provisions of this part imposing taxes on distilled spirits, wines,
and beer shall be held to extend to such articles produced anywhere
within the exterior boundaries of the United States, whether the same
be within an internal revenue district or not.

SEC. 5065. CROSS REFERENCES.

For general administrative provisions a trﬂclb]e to the assessment,
collection, refund, etc., of taxes, see subtr e F.

PART II—OCCUPATIONAL TAX

Subpart A. Rectifier.

Subpart B. Brewer.

Subpart C. Manufacturers of stills.

Subpart D. Wholesale dealers.

Subpart E. Retail dealers.

Subpart F. Nonbeverage domestic Drawback claimants.
Subpart G. General provisions.

Subpart A—Rectifier

See. 5081. Imposition and rate of tax.
Sec. 5082. Definition of rectifier.

Sec. 5083. Exemptions.

Bec. 5084, Cross references.

SEC. 5081. IMPOSITION AND RATE OF TAX.
Every rectifier of distilled spirits or wines (as defined in section
5082) shall pay a special tax of $220 a year: Provided, That any
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rectifier of less than 500 barrels a year, counting 40 gallons of proof
spirits to the barrel, shall pay $110 a year.
SEC. 5082. DEFINITION OF RECTIFIER.

Every person who rectifies, purifies, orrefines distilled spirits or wines
by any process (other than by original and continuous distillation from
mash, wort, or wash, through continuous closed vessels and pipes,
until the manufacture thereof is complete), and every wholesale or
retail liquor dealer who has in his possession any still or leach tub,
or who keeps any other apparatus for the purpose of refining in any
manner distilled spirits, and every person who, without rectifying,
purifying, or refining distilled spirits, shall, by mixing such spirits,
wine, or other liquor with any material, manufacture any spurious,
imitation, or compound liquors for sale, under the name of whisky,
brandy, gin, rum, wine, spirits, cordials, or wine bitters, or any other
name, shall be regarded as a rectifier, and as being engaged in the
business of rectifying.

SEC. 5083. EXEMPTIONS.

For exemptions from tax under section 5021 or 5081 in case of—

1) Industrial alcohol plants and bonded warehouses, see section 5306

2) Absolute alcohol, see section 5025 (a)

3) Production of gin and vodka, see section 5025 (b)
mzc;)(lgeﬂning spirits in course of original distillation, see section

c

EE) Redistillation of spirits at distillery, see section 5025 (d)

6) Redistillation and mingling of spirits during National Emer-
gency, see section 5217 (a)

E?) Apothecaries, see section 5025 (g)
50285) (IIIV)Ianufactnrers of chemicals and flavoring extracts, see section

(9) Distilled spirits and wines, rectified in customs bonded manu-
facturing warehouses, see section 5523

(10) Blending beverage brandies in internal revenue bonded ware-
houses, see section 5023

(11) Blending of straight whiskies, fruit brandies, or wines, see
section 5025 (e)

(12) Addition of caramel to brandy, see section 5025 (f)

(13) Winemakers’ use or freatment of wines or wine spirits, see
section 5391,

SEC. 5084, CROSS REFERENCES,

(1) For provisions relating to the gallonage tax on rectification, see
subpart B of part I of this subchapter. i

(2) For provisions relating to the establishment and operation of
rectifying plants, see subchapter D.

(8) For penalties, seizures, and forfeitures relating to rectifying and
rectified products, see subehapter J.

Subpart B—Brewer

Sec. 5091. Imposition and rate of tazx.,
Sec. 5002, Definition of brewer.
Sec. 5093, Cross references.

SEC. 5091, IMPOSITION AND RATE OF TAX.

Every brewer shall pay $110 a year in respect of each brewery: Pro-
vided, That any brewer of less than 500 barrels a year shall pay the sum
of $55 a year: Provided further, That any beer procured by a brewer in
his own hogsheads, barrels, or kegs under the provisions of section
5413 shall be included in calculating the liability to brewers’ special
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tax of both the brewer who produces the same and the brewer who

procures the same.
SEC, 5092. DEFINITION OF BREWER.
Every person who brews or produces beer for sale shall be deemed
a brewer.
SEC. 5093. CROSS REFERENCES.
(1) For exemption of brewers selling at wholesale in hogsheads,
b?;l.;-e](%) and kegs from special tax as wholesale dealer, see section
5 »
(2) For exemption of brewers selling in eighth-barrel kegs from special
tax as retail dealer, see section 5123 (a).
(3) For exemption of brewer from special tax as wholesale or retail
dealer in beer by reason of sales at different locations on centiguous
brewery premises, see section 5144 (c).
(4) For exemption from special tax in case of sales made on purchaser
dealers’ premises, see section 5123 (b) (3).

Subpart C—Manufacturers of Stills

Sec. 5101. Imposition and rate of tax.

Sec. 5102, Definition of manufacturer of stills.

See. 5103. Exemptions,

Sec. 5104. Method of payment of tax on stills.

Sec. 5105. Notice of manufacture of and permit to set up still.
Sec. 5106. Drawback.

SEC. 5101. IMPOSITION AND RATE OF TAX.
Every manufacturer of stills shall pay a special tax of $55 a year,
and $22 for each still or worm for distilling made by him.

SEC. 5102. DEFINITION OF MANUFACTURER OF STILLS.

Any person who manufactures any still or worm to be used in
distilfi,ng shall be deemed & manufacturer of stills.

SEC. 5103. EXEMPTIONS.
For exemption of industrial aleohol plants from the special tax imposed
by section 5101, see section 5306.
SEC. 5104. METHOD OF PAYMENT OF TAX ON STILLS.

The tax imposed on stills or worms by section 5101 shall be paid
by stamp, denoting the tax, under such regulations as the Secretary
or his delegate may prescribe.

SEC. 5105. N%‘;‘{EE OF MANUFACTURE OF AND PERMIT TO SET UP

(a) REQuiReMENT.—Any person who manufactures any still,
boiler, or other vessel to be used for the purpose of distilling shall,
before the same is removed from the place of manufacture, notify
the Secretary or his delegate, setting forth in writing, by whom it 1s
to be used, its capacity, and the time when the same is to be removed
from the place of manufacture; and no such still, boiler, or other
vessel shali) be set up without the permit in writing of the Secretary
or his delegate for that purpose. The notice required by this section
shall be submitted in such form and manner as the Secretary or his
delegate may by regulations prescribe.

(b% PeENALTY.—

(1) For penalty for failure to give notice of manufacture, or for setting
up still without permit, see section 5602.

(2) Penalty for failure to register stills or distilling apparatus when set
up, see section 5601.
§ 5105(b)(2)
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SEC. 5106. DRAWBACK.

Under reE:]ntious prescribed by the Secretary or his delegate, a
drawback shall be allowed on all stills and worms manufactured for
export (and actually exported) on which the tax has been paid.

Subpart D—Wholesale Dealers

Sec. 5111. Imposition and rate of tax.

Seec. 5112. Definitions of wholesale dealers.

‘Bec. 5113. Exemptions.

Sec. 5114. Records.

Sec. 5115. Marking and stamping packages filled on premises of
wholesale dealers.

Sec. 5116. Sign required on premises.

SEC. 5111. IMPOSITION AND RATE OF TAX.
(a) WroLesALE DEALERS IN LIQUORS.—

(1) GeNeraL.—Every wholesale dealer in liquors shall pay a
special tax of $200 a year.

(2) RETAILERS SELLING AT WHOLESALE.—A qualified retail dealer
in liquors may not sell distilled spirits, wines, or beer in quantities
of 5 wine gallons or more to the same person at the same time
without incurring liability to special tax as a wholesale dealer in
liquors. No retail dealer in liquors shall be held to be a wholesale
dealer in liquors solely by reason of sales of 5 wine gallons or more
to the same person at the same time if such sales are for immediate
consumption on the premises where sold.

(b) WroLESALE DEALERS IN BEER.—

(1) GeneranL.—Wholesale dealers in beer shall pay a special tax
of $100 a year.

2) RETAILERS SELLING AT WHOLESALE.—A qualified retail dealer
in beer may not sell such beer in quantities of 5 gallons or more
to the same person at the same time without incurring liability to
special tax as a wholesale dealer in beer. No retail dealer in beer
shall be held to be a wholesale dealer in beer solely by reason of
sales of 5 gallons or more to the same person at the same time if
su1(:(]1:| sales are for immediate consumption on the premises where
sold.

SEC. 5112. DEFINITIONS OF WHOLESALE DEALERS.

(a) WaoLEsALE DrALEr IN Liquors.—Except as otherwise pro-
vided, every person who sells, or offers for sale, foreign or domestic
distilled spirits, wines, or beer in quantities of 5 wine gallons or more
to the same person at the same time shall be regarded as a wholesale
dealer in liquors. The Secretary or his delegate may, by regulations
provide for the issuance of a stamp denoting payment of such specia.f
tax as a “wholesale dealer in wines” or a ‘“wholesale dealer in wines
and beer” if, as the case may be, wines only, or wines and beer only,
are sold by a wholesale dealer in liquors.

(b) WaorLEsALE DEALER IN BEER.—Except as otherwise provided,
every person who sells, or offers for sale, beer in quantities of 5 gallons
or more, to the same person at the same time, and who does not deal
in distilled spirits or wines at wholesale, shall be regarded as a whole-
sale dealer in beer.
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SEC. 5113. EXEMPTIONS.

(a) DistinrLErs SeLuinGg Seirits oF Own Propuction.—No dis-
tiller who has given the required bond and who sells only distilled
spirits of his own production after determination of the tax, at the
place of manufacture, or at the place of storage in bond, in the
original packages shall be required to pay the special tax of a whole-
sale dealer in liquors on account of such sales.

(b) BrRewErRs SELLING IN BArrELs, ETc.—No brewer shall be
required to pay special tax as a dealer by reason of selling in hogs-
heads, barrels, or kegs, whether at the place of manufacture or else-
where, beer manufactured by him, or purchased and procured by
him in his own hogsheads, barrels, or kegs, under section 5413, but
the quantity of beer so purchased shall be included in calculating the
liability to brewers’ special tax of both the brewer who manufactures
and sells the same and the brewer who purchases the same.

(¢) WinemakERs SeLLiNG Wines oF OwN Propucrion.—Nothing
in this chapter shall be construed to impose a special tax on wine-
makers who have qualified as such under the internal revenue laws
and regulations, and who sell wines of their own production where
the same are made or at the general business office of such winemaker:
Provided, That no winemaker shall have more than one place of busi-
ness for the sale of such wine that shall be exempt from the special tax.

(d) CAsvuAL SALES.—

(1) SALES BY CREDITORS, FIDUCIARIES AND OFFICERS OF COURT.—
No special tax shall be imposed on a sale of distilled spirits, wines,
or beer made by a person who is not otherwise a dealer in liquors,
where such spirits, wines, or beer have been received by the person
so selling as security for or in payment of a debt, or as executor,
administrator, or other fiduciary, or have been levied on by any
officer, under order or process of any court or magistrate, and where
such liquors are sold by such person in one parcel only, or at public
auction in parcels not less than 20 wine gallons.

(2) SALES BY RETIRING PARTNERS OR REPRESENTATIVES OF
DECEASED PARTNERS TO INCOMING OR REMAINING PARTNERS.—NoO
special tax shall be held to accrue on a sale of distilled spirits, wines,
or beer made by a retiring partner, or the representatives of a
deceased partner, to the incoming, remaining, or surviving partner
or partners of a firm.

(e) Cross REFERENCES.—

(1) For exemption of retail dealers selling in wholesale quantities for
consumption on premises, see section 5111.
(2) For exemption of retail dealers selling in liquidation, see section
5123 (d).
SEC. 5114. RECORDS.

(2) RequiremenTs.—Every wholesale liquor dealer who sells, or
offers for sale, distilled spirits in quantities of 5 wine-gallons or
more to the same person at the same time shall keep daily a record
of distilled spirits received and disposed of by him, in such form, at
such place and containing such information as the Secretary or his
delegate shall by regulations prescribe. Such wholesale liquor dealers
shal.% also render such correct transcripts, summaries and copies of
their records at such times and in such form and manner as the
Secretary or his delegate may by regulations require. The records
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required to be kept under the provisions of this section, and regulations
issued pursuant thereto, shall be preserved for a period of 2 years,
and during such period shall be available during business hours for
inﬂsipection and the taking of abstracts therefrom by internal revenue
officers.

(b) ExmmprIoN OF STATES.—The provisions of subsection (a) shall
not apply to States and liquor stores operated by such States that
maintain and make available to ins&ecbion by internal revenue officers
such records as will enable such officers to readily trace all distilled
spirits received and disposed of by them: Provided, That such States,
and the liquor stores operated by them, shall, upon the request of the
Secretary or his delegate, furnish him such transcripts, summaries
and copies of their records as he shall require.

(¢) Cross REFERENCES.—

(1) For provisions relating to the keeping of records by distillers as
wholesalers, see section 5197 (a) (2).
(2) For provisions relating to the keeping of records by rectifiers as

wholesalers, see section 5285 (b).
. 62(.’31) For penalty for violation of subsection (a), see sections 5620 and

SEC. 5115. MARKING AND STAMPING PACEKAGES FILLED ON PREM-
ISES OF WHOLESALE DEALERS.

(2) RequiremeNTs.—Every package of distilled spirits containing
5 wine gallons or more, filled on the premises of a wholesale liquor
dealer who has paid the special tax required by law, shall be marked,
branded, and stamped by such wholesale liquor dealer in such manner
and under such rules and regulations as the Secretary or his delegate
may prescribe.

({) PeNALTY . — 1

For penalty for failure to comply with subsection (a), see section 5631
SEC. 5116. SIGN REQUIRED ON PREMISES.

(a) RequiremeNTs.—Every wholesale liquor dealer, shall, in the
manner and form prescribed by regulations issued by the Secrem.r{ or
his delegate, place and kee% conspicuously on the outside of the place
of suche%usineas a sign, exhibiting, in plain and legible letters, the name
or firm of the wholesale dealer, with the WOIﬁlS: “wholesale liquor
dealer”’.

(b) PenarTy.—

For penalty for failure to post sign, or for posting sign without paying
the special tax, see section 5681.

Subpart E—Retail Dealers

Sec. 5121. Imposition and rate of tax.
Sec. 5122, Definitions.

Sec. 5123. Exemptions.

Sec. 5124. Records.

SEC. 5121. IMPOSITION AND RATE OF TAX.
() Rerain Dearers 1N LiQuors.— :
(1) GeNeraL—Except as provided in subsection (¢), every
retail dealer in liquors shall pay a special tax of $50 a year.
(2) WHOLESALERS SELLING AT RETAIL—A qualified wholesale
dealer in liquors may not sell distilled spirits, wines, or beer in
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quantities of less than 5 wine gallons without incurring liability
to special tax as a retail dealer in liquors.
(b) Rerain DEALERs IN BEER.—

(1) GenEraL.—Retail dealers in beer shall pay a special tax of
$22 a year.

(2) WHOLESALERS SELLING AT RETATL—A qualified wholesale
dealer in beer may not sell such beer in quantities of less than 5
En]lons without incurring liability to special tax as a retail dealer in

e

r.
(¢) Limrrep Drarers in Wines axp Brur. —Notwithstanding the
provisions of this part, each person ing sales of beer or wine to the

members, guests, or patrons of bona fide fairs, reunions, pienics,
carnivals, or other similar outings, and each fraternal, eivie, church,
labor, charitable, benevolent, or ex-servicemen’s organization, making
sales of beer or wine on the occasion of any kind of entertainment,
dance, picnic, bazaar, or festival held by it, if such person or organiza-
tion is not otherwise aged in business as a wholesale or retail
liquor dealer or as a wholesale or retail beer dealer, shall pay, before
any such sales are made and in lieu of the special taxes imposed by
subsections (a) and (b), a special tax of $2.20 as a retail dealer in
beer, if beer only is sold, or a special tax of $2.20 as a retail dealer in
liquors if wine only, or wine and beer only are sold, for each calendar
month in which any such sales are made.

SEC. 5122 DEFINITIONS.

(a) Rerain DeALErs IN Liquors. —Except as otherwise provided,
every person who sells, or offers for sale, foreign or domestic distilled
spirits, wines, or beer in quantities of less than 5 wine gallons to the
same person at the same time shall be regarded as a retail dealer in
liquors: Provided, That the Secretary or his delegate may, by regula-
tions, provide for the issuance of a stamp denoting payment of such
special tax as a “retail dealer in wines” or a ‘“‘retail dy:a'[a-iler in wines
and beer” if, as the case may be, wines only, or wines and beer only,
are sold by a retail dealer in liquors.

(b) Rerain Dravers 1N Beer.—Except as otherwise provided,
every person who sells, or offers for sale, beer in less quantities than
5 gallons to the same person at the same time, and does not deal in
distilled spirits or wines, shall be regarded as a retail dealer in beer.

(¢) Rerarn Drue Stores or Prarmacies.—The tax required to
be paid by section 5121 (a) (1) shall, in the case of a retail drug store
or pharmacy making sales of liquors through a duly licensed phar-
macist, be designated as a “medicinal spirits stamp tax.”

SEC. 5123. EXEMPTIONS.

(2) Brewrrs SvrLriNG IN Ereara-Barrer Packaees.—No collec-
tion of special tax as a retail dealer in beer shall be made from brewers
for selling beer of their own manufacture in eighth-barrel packages.

(b) Business ConpuctED IN More TaAN One LocaTioN.—

(1) ReTAIL DBALERS AT LARGE.—Any retail dealer in liquors or
retail dealer in beer whose business is such as to require him to
travel from place to place in different States of the United States,
may under regulations prescribed by the Secretary or his delegate,
procure a special tax stamp “At Large” cove his activities
throughout the United States with the payment of but one special
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tax as a retail dealer in liquors or as a retail dealer in beer, as the

case may be.

(2) RETAIL DEALERS ON TRAINS, ATRCRAFT, AND BOATS.—Nothing
contained in this chapter shall prevent the issue, under such regula-
tions as the Secretary or his delegate may prescribe, of special tax
stamps to persons carrying on the business of retail dealers in
liquors, or retail dealers in beer on trains, aircraft, boats or other
vessels, engaged in the business of carrying passengers,

3) DEALERS MAKING SALES ON PURCHASER DEALERS’ PREMISES.—
No wholesale or retail dealer in liquors or wholesale or retail dealer
in beer who has paid the special tax as such a dealer shall again be
required to pay special tax as such dealer on account of sales of
beer to wholesale or retail dealers in liquors or wholesale or retail
dealers in beer consummated at the purchaser’s place of business.
(¢) Sares BY Rerarn Dravurs 1N LiquipatioN.—The special tax

of a wholesale dealer in liquors or wholesale dealer in beer shall not
apply to a retail dealer in liquors or to a retail dealer in beer, because
of such retail dealer selling out his entire stock of liquors in one parcel,
or in parcels embracing not less than his entire stock of distilled spirits,
of wines, or of beer,

(d) Cross REFERENCES.—

(1) For exemption of winemakers selling wines of their own produc-
tion from special tax, see section 5113 (c).

(2) For provisions relating to sales by creditors, fiduciaries, and
officers of courts, see section 5113 (d) (1).

(3) For provisions relating to sales by retiring partners or repre-
sentatives of deceased pariners fo incoming or remaining partners, see
section 5113 (d) (2).

(4) For exemption from special tax as wholesale dealer of retail dealers
making sales of 5 wine gallons or more for immediate consumption on
premises where sold, see section 5111.

SEC. 5124. RECORDS.

(a) RequiremenT.—Each retail liquor dealer shall provide at his
own expense, and keep in his place of%usiness, a record in book form,
or shall keep all invoices of, and bills for, all distilled spirits, wines,
and beer received, the quantity thereof, and from whom and the date
when received.

(b) InspecrioN.—Such records, invoices, and bills shall be open to
inspection during the usual business hours of the retailer, by internal
revenue officers, on identification and request.

(¢) PreservaTion.—Such records, invoices, and bills shall be kept
for a period of 2 years after the time of the transactions to which
they relate.

(d) PeNaLTY.—

For penalty relating to retail dealers’ records, see section 5692.

Subpart F—Nonbeverage Domestic Drawback Claimants

Sec. 5131. Eligibility and rate of tax.
Sec. 5132. Registration and regulation.
Sec. 5133. Investigation of nhﬁa.
See. 5184. Drawback.

SEC. 5131. ELIGIBILITY AND RATE OF TAX.
(a) Euraiinity For DrAwBACK.—Any person using distilled
spirits, produced in a domestic registered distillery or industrial
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alcohol plant and on which the tax has been determined, in the manu-
facture or production of medicines, medicinal preparations, food
products, flavors, or flavoring extracts, which are unfit for beverage
purposes, on payment of a special tax per annum, shall be eligible for
drawback at the time when such distilled spirits are used in the
manufacture of such products as provided for in this subpart,

(b) Rare or Tax.—The special tax imposed by subsection (a)
shall be graduated in amount as follows: (1) for total annual with-
drawals not exceeding 25 proof gallons, $25 a year; (2) for total annual
withdrawals not exceeding 50 proof gallons, $50 a year; (3) for total
annual withdrawals of more than 50 proof gallons, $100 a year.
SEC. 5132, REGISTRATION AND REGULATION.

Every person claiming drawback under this subpart shall register
annually with the Secretary or his delegate; keep such books and
records as may be necessary to establish the fact that distilled spirits
purchased by him and on which the tax has been determined were
used in the manufacture or production of medicines, medicinal prepa-
rations, food products, flavors, or flavoring extracts which were unfit
for use for beverage purposes; and be subject to such rules and regu-
lations in relation thereto as the Secret or his delegate shall
prescribe to secure the Treasury against fraat‘;gs.

SEC. 5133. INVESTIGATION OF CLAIMS,

The Secretary or his delegate, for the purpose of ascertaining the
correctness of any claim filed under this subpart, is authorized, by any
officer or employee of the Treasury Department, including the field
service, designated by him for that purpose, to examine any books,
papers, records, or memoranda bearing upon the matters required to
be alleged in the claim, and may require the attendance of the person
filing the claim or of any officer or employee of such person, or the
attendance of any other person having knowledge in the premises, and
may take his testimony with reference to any matter covered by the
claim, with power to administer oaths to such person or persons.
SEC. 5134. DRAWBACK.

(a) In the case of distilled spirits on which the tax has been de-
tﬁrmin(clad and used as provided in this subpart, a drawback shall be
alowed—

(1) At the rate of $6 on each proof gallon upon which tax is
paid at a rate of $9 per proof gallon prior to November 1, 1951;

(2) at the rate of $9.50 on each proof gallon upon which tax is
determined at the rate of $10.50 per proof gallon on and after
November 1, 1951;

(3) at the rate of $8 on each proof gallon upon which tax is
determined at a rate of $9 per proof gallon after March 31, 1955.
(b) Such drawback shall be due and payable quarterly upon filing of

a proper claim with the Secretary or his delegate; except that, where
any person entitled to such drawback shall elect in writing to file
monthly claims therefor, such drawback shall be due and payable
monthly upon filing of a proper claim with the Secretary or his dele-
gate: Prowmded, however, That the Secretary or his delegate may re-
quire persons electing to file monthly drawback claims to file with
him a bond or other security in such amount and with such con-
ditions as he shall by regulations prescribe. Any such election may be
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revoked on filing of notice thereof with the Secretary or his delegate.
No claim under this subpart shall be allowed unless filed with the
Secretary or his delegate within the 3 months next succeeding the
quarter i which the distilled spirits covered by the claim were used as
provided in this subpart.

Subpart G—General Provisions

See, 5141. Registration,

Sec. 5142. Payment of tax.

See. 5143. Returns.

Sec. 5144. Provisions relating to liability for oceupational taxes,
Sec. 5145. Supply of stamps.

Sec. 5146. Posting stamp in place of business.

Seec. 5147. List of special taxpayers for public inspection.

Seec. 5148. Application of State laws.

Sec. 5149. Application of subpart.

SEC. 5141. REGISTRATION,
For provisions relating to regisiration in the case of persons engaged
%1; laln{al)rade or business on which a special tax is imposed, see section
SEC. 5142, PAYMENT OF TAX.

(a) ConpiTioNn PrecepENT To Doine Businuss.—No person shall
be engaged in or carry on any trade or business subject to tax under
this part until he has paid a special tax therefor in the manner
provided in this part.

(b) Dare Due.—All special taxes imposed by this part shall be-
come due on the first day of July in each year, or on commencing any
trade or business on which such tax is imposed. In the former case
the tax shall be reckoned for 1 year, and in the latter case it shall be
reckoned proportionately, from the first day of the month in which
the liability to a special tax commenced, to and including the 30th
day of June following.

(¢) MerHOD OF PAYMENT.—BY sTAMP.—AIl special taxes imposed
by this part shall be paid by stamps denoting the tax.

(d) PeNavry.—

For penalties and forfeitures for nonpayment of special taxes, see
section 5691.
SEC. 5143. RETURNS.

(a) True ror Fruing.—Except as provided in section 6081, every
speclal taxpayer referred to in this part shall render his return (duly
signed and verified and accompanied by payment of the tax) to the
Secretary or his delegate at such time during the calendar month in
which the special tax liability commences as will enable the Secretary
or his delegate to receive such return not later than the last day of
such month.

(b) PexArnTIES.—

For penalties imposed for failure to file returns or for making false or
fraudulent returns, see sections 6651 and 6653.

SEC. 5144. PlrerVISSIONS RELATING TO LIABILITY FOR OCCUPATIONAL
(a) ParrNERs.—Any number of persons doing business in copartner-
ship at any one place shall be required to pay but one special tax.
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(b) DirrerenT BusiNesses oF SaME OWNERSHIP AND LOCATION.—
Whenever more than one of the pursuits or occupations described
in this part are carried on in the same place by the same person at
the same time, except as otherwise provided in this part, the tax shall
be paid for each according to the rates severally prescribed.

(c) Businmsses IN More THAN ONE Locarion.—The payment of
the special tax imposed by this part shall not exempt from an addi-
tional special tax the person carrying on a trade or business in any
other place than that stated in the register of the principal collection
officer in such district; but nothing contained in this subsection shall
require a special tax for the storage of goods, wares, or merchandise in
other places than the place of busiess, nor, except as provided in this
chapter for the sale by manufacturers or producers of their own goods,
wares, and merchandise, at the place of production or manufacture,
and at their principal office or Yace of business, provided no goods,
wares, or merchandise shall be I{(ept except as samples at said office
or place of business: Provided, That, by place of business is meant
the entire office, plant or area of the business in any one location
under the same proprietorship, and passageways, streets, highways,
rail crossings, waterways, or partitions dividing the premises shall not
be deemed sufficient separation to require afditianal special tax, if
the various divisions of the premises are otherwise contiguous.

(d) DeaTH or CHANGE oF LocaTioN.—When any person who has
paid the special tax for any trade or business dies, his wife or child,
or executors or administrators or other legal representatives, may
occupy the house or premises, and in like manner carry on, for the
residue of the term for which the tax is paid, the same trade or business
as the deceased before carried on, in the same house and upon the same
premises, without the payment of any additional tax. And when any
person removes from the house or premises for which any trade or
business was taxed to any other place, he may carry on the trade or
business specified in the register of the principal collection officer, at
the place to which he removes, without tEa payment of any additional
tax: Provided, That all cases of death, change, or removal, as aforesaid,
with the name of the successor to any person deceased, or of the person
making such change or removal, shall be registered in accordance
with the provisions of section 7011 (b).

(e) FEpDERAL AGENCIES OR INSTRUMENTALITIES.—Any tax imposed
by this part shall apply to any agency or instrumentality of the United
States unless such agency or instrumentality is granted by statute a
specific exemption from such tax.

SEC, 5145. SUPPLY OF STAMPS.

The Secretary or his delegate is required to procure appropriate
stamps for the payment of all special taxes imposed by this part,
including the tax on stills or worms; and all provisions of law relating
to the preparation and issue of stamps shall, so far as applicable,
extend to and include such stamps for special taxes; and the gecreta.ry
or his delegate shall have authority to make all needful regulations
relative thereto,

SEC. 5146. POSTING STAMP IN PLACE OF BUSINESS,

(1) For provisions relating to poesting of special tax stamp, see sec-
tion 6806 (a); and

(2) For penalty relating to failure to post special tax stamps, see sec~
tion 7273 (a).
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SEC. 5147. LIST OF SPECIAL TAXPAYERS FOR PUBLIC INSPECTION.
For provisions relating to the keeping of a list of special taxpayers
for public inspection, see section 6107.
SEC. 5148. APPLICATION OF STATE LAWS.

The payment of any tax imposed by this part for carrying on any
trade or business not exempt any person from any penalty or
punishment provided by the laws of any State for carrying on such
trade or business within such State, or in any manner to authorize the
commencement or continuance of such trade or business contrary to
the laws of such State or in places prohibited by municipal law; nor
shall the payment of any such tax be held to prohibit any State from
placing a duty or tax on the same trade or business, for State or
other purposes.

SEC. 5149. APPLICATION OF SUBPART.

The provisions of this subpart, so far as applicable, shall extend to
and apply to the special taxes imposed by the other subparts of this
part a.:id by chapter 53, and to the persons on whom such taxes are
imposed,
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Subchapter B—Distilleries

Part I. Establishment.

Part II. Operation.

Part II1. General provisions relating to distilleries and distilled
spirits.

Part I—ESTABLISHMENT

Sec. 5171. Premises prohibited for distilling.

Sec. 5172. Conditions precedent to carrying on business of distilling.
Sec. 5173. Distillery fixtures and equipment.

Sec. 5174. Registry of stills.

See. 5175. Notice of business of distiller.

Sec. 5176. Distiller’s bond.

See. 5177, Conditions of approval of distiller’s bond.

Sec. 5178. Plan of distillery.

See. 5179. Survey of distillery.

Sec. 5180. Sign required on premises.

SEC. 5171. PREMISES PROHIBITED FOR DISTILLING.

(a) GeNeEraL.—No person shall use any still, boiler, or other vessel
for the purpose of distilling, in any dwelling house, or in any shed, yard,
or inclosure connected with any dwelling house, or on board of any
vessel or boat, or on any premises where beer, wines, or vinegar are
manufactured or produced, or where sugars or sirups are refined, or
where liquors of any deseription are retailed, or where any other busi-
ness is carried on, except that the Secretary or his delegate may by
regulations authorize such other business to be carried on by a dis-
tiller on the distillery premises as the Secretary or his delegate finds
will not jeopardize the revenue: Provided, That saleratus may be manu-
factured, or meal or flour ground from grain, in any building or on any
premises where spirits are distilled ; but such meal or flour shall be used
only for distillation on the premises: Provided further, That any boiler
used in generating steam or heating water to be used in any distillery
may be loeated in any other building or on any other premises to be
connected with such still or boiling tubs, by suitable pipes or other
apparatus, or the steam from such boiler m the distillery may be
conveyed to other premises to be used for manufacturing or other pur-
poses. This section shall not prohibit the use of any still, boiler, or
other vessel by a rectifier (as defined by section 5082) in a rectifying
plant qualified under this chapter.

(b) PENALTY.—

For penalty for violation of subsection (a), see section 5607.
SEC. 5172. CONDITIONS PRECEDENT TO CARRYING ON BUSINESS
OF DISTILLING.

It shall not be lawful for any distiller to commence the business of
distilling until he has given the bond required by law and complied
with the provisions of %aw, relating to the registration of distilleries,
and the arrangement and construction of distilleries and the premises
connected therewith.
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SEC. 5173. DISTILLERY FIXTURES AND EQUIPMENT.

(2) RequireMENTS A8 TO FERMENTING AND Distinning Equie-
MENT, Fixep Prpes anp VessEns.—The door of the furnace, or the
steam or fuel line, of every still or boiler used in any distillery shall
be so constructed that it may be securely fastened and locked. The
fermenting and distilling equipment, and all fixed pipes and vessels,
shall be constructed, arrangetf and identified in such manner as the
Secretary or his delegate may by regulations prescribe.

(b) Rucmivine Cisterns.—The proprietor of any distillery shall
erect, in & room or building to be provided and used for that purpose,
and for no other, and to be constructed in the manner to be prescribed
by regulations issued by the Secretary or his delegate, two or more
receiving cisterns into which all spirits produced in the distillery shall
be deposited when the manufacture thereof is complete. Such cis-
terns and the room in which they are contained shall be equipped for
locking with Government locks. The cisterns shall, as prescribed b
regulations issued by the Secretary or his delegate, be connected witﬁ
the outlet of the worm or condenser by suitable pipes or other appara-
tus, so constructed as always to be exposed to the view of the Govern-
ment officer, and so connected and constructed as to prevent the
abstraction of the spirits while passing from the worm or condenser
back to the still or doubler, or forward to the receiving cistern.

(¢) CrangeEs IN APPARATUS AND FASTENINGS.—The Secretary or
his delegate is authorized to order and require such changes of or addi-
tions to distilling apparatus, connecting pipes, pumps, or cisterns, or
any machinery connected with or used in or on the distillery premises,
or may reqltgira to be put on any of the stills, tubs, cisterns, pipes, or
other vessels, such fastenings, locks or seals as he may deem necessary.

(d) Cross REFERENCES.—

(1) For provisions authorizing the Secretary or his delegate to require
installation of meters, tanks, and other apparatus, see section 5552.

(2) For penalties for failure of distiller to paint or identify fixed pipes,
see section 5618,

SEC. 5174. REGISTRY OF STILLS.

(a) RequimremeNT,—Every person h:wing in his possession or cus-
tody, or under his control, any still or distilling apparatus set up, shall
register such still or apparatus with the Secretary or his delegate
immediately on its being set up, by subscribing and filing with the
Secretary or his delegate a statement, in writing, setting forth the
particular place where such still or distilling apparatus is set up, the
kind of still and its cubic contents, the owner thereof, his place of
residence, and the purpose for which said still or distilling apparatus
has been or is intended to be used: Provided, That stills or distilling
apparatus not used or intended to be used for the distillation, redistilla-
tion, or recovery of distilled spirits are not required to be registered
under this section.

(b) PeNaLTY. —

For penalty and forfeiture provisions pertaining to unregistered stills,
see section 5601. :
SEC. 5175. NOTICE OF BUSINESS OF DISTILLER.

(a) RequiremenTs.—Every person engaged in, or intending to be
engaged in, the business of a distiller, shall give notice in writing,
subscribed by him, to the Secretary or his delegate, stating his name
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and residence, and if a company or firm, the name and residence of
each member thereof, the name and residence of every person inter-
ested or to be interested in the business, and the precise place where
said business is to be carried on; and if such business is carried on
in a city, the residence and place of business shall be indicated by
the name of the street and number of the building. The notice shall
also state a particular description of the lot or tract of land on which
the distillery is situated, and of the buildings thereon, including their
size, material, and construction, that said distillery premises are not
on any qualified rectifying plant premises, and such additional par-
ticulars, as the Secretary or his delegate shall, by regulations, pre-
scribe. In case of any c]‘;ange in the location, form, capacity, owner-
ship, agency, superintendency, or in the persons interested in the
business of such distillery, notice thereof in writing, shall be given to
the Secretary or his delegate. Every notice required by this section
shall be in such form, contain such additional particulars, and be
submitted at such time or times, as the Secretary or his delegate
shall, by regulations, prescribe.

(b) PenAnTYy.—

For penalty for failure or refusal of distiller to give notice as required
by subsection (a) or for giving false notice, see section 5603,
SEC. 5176. DISTILLER’S BOND.

(a) Form AND ArPrROVAL—Every person intending to commence or
to continue the business of a distiller shall, on filing with the Secre-
tary or his delegate his notice of such intention, and before proceed-
ing with such business, and on the first day of May of each succeeding
year, execute a bond in the form preseribed by the Secretary or his
delegate, conditioned that he shall faithfully comply with all the pro-
visions of law relating to the duties and business of distillers, and
shall pay all penalties incurred or fines imposed on him for a viola-
tion of any of the said provisions; and that he shall not suffer the lot
or tract of land on which the distillery stands, or any part thereof,
or any of the distilling apparatus, to be incumbered by mortgage,
judgment, or other lien, during the time in which he shall carry on
said business. Such bond sh[ﬁl be with such sureties, approved by
the Secretary or his delegate, and for a penal sum not less than the
amount of tax on the spirits that can %e distilled in his distillery
during a period of 15 days. Such bond shall not exceed the sum of
$100,000.

(b) Apprrronan Bonp.—No distilled spirits, other than distilled
spirits authorized by law to be withdrawn without payment of tax,
shall be withdrawn from a distillery except on the payment of tax at
the time of withdrawal, unless the distiller has furnished such bond
(in addition to the bond required by subsection (a)) to secure pay-
ment of the tax, in such form and in such penal sum, and has com-
plied with such other requirements, as the Secretary or his delegate
may, by regulations, prescribe.

(¢) New Bonps.—New bonds shall be required in case of the death,
insolveney, or removal of any surety, and may be required in any
other contingency at the discretion of the Secretary or his delegate.

(d) Waen Exempr From SurvEy RuquireMments.—Whenever,
under authority of law, the Secretary shall relieve a distiller from the
survey requirements of section 5179, he may likewise by regulation
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fix the penal sum of the distiller’s bond, but in no case shall the amount
of the minimum bond required under subsection (a) be less than
$5,000 nor the amount of the maximum bond so required be greater
than $100,000.

(e) Cross REFERENCES.—

For deposit of United States bonds or notes in lieu of sureties, see
6 U. 8. C. 15, and for penalty and forfeiture for failure or refusal to
give bond or for giving false, forged or fraudulent bond, see section
5604, and for carrying on the business of a distiller without giving bond,
see section 5606.

SEC. 5177. CONDITIONS OF APPROVAL OF DISTILLER’S BOND,

(a) GeneraL.—No officer shall approve the bond of any distiller
until all the requirements of the law and all regulations made by the
Secretary or his delegate in relation to distilleries, in pursuance thereof,
have been complied with.

) OwnEersHiP, CoNsENT OF OWNER, OrR INDEMNITY BoND.—No

bond of a distiller shall be approved unless—

(1) The distiller is the owner in fee, unencumbered by any mort-
gage, judgment, or other lien, of the lot or tract of land on which
the distillery is situated; or

(2) The distiller files with the officer designated for the purpose
by the Secretary or his delegate, in connection with his notice, the
written consent of the owner of the fee, and of any mortgagee, judg-
ment, creditor, or other person having a lien, thereon, duly acknowl-
edged, that the premises may be used for the purpose of distilling
aﬁi.rits, subject to the provisions of law, and expressly stipulating
that the lien of the United States for taxes and penalties shall have
priority of such mortgage, judgment, or other encumbrance, and
that in the case of the forfeiture of the distillery premises, or any
part thereof, the title to the same shall vest in the United States,
discharged from such mortgage, judgment, or other encumbrance;
or

(3) If consent as required under paragraph (2) cannot be ob-
tained, the distiller, with the approval of the Secretary or his
delegate, files with the officer designated by the Secretary or his
delegate a bond, approved by the Secretary or his delegate, in the
penal sum equaj to the appraised value of the lot or tract of land
on which the distillery is situated, the distille?, the buildings, and
the diati]lin% apparatus, Such value shall be etermined, and such
bond shall be executed, in such form and with such sureties, and
filed with the officer designated by the Secre or his delegate,
undt?r such regulations as the Secretary or his delegate shall pre-
scribe.

(4) In the case of any distillery sold at judicial or other sale in
favor of the United States, a bond may be taken at the discretion
of the Secretary or his delegate, in lieu of the written consent
required by this subsection, and the person giving such bond may be
allowed to operate such distillery during the existence of the right
of redemption from such sale, on complying with all the other
provisions of law. z
(¢) Srruarion oF DistiLery.—The officer designated by the

Secretary or his delegate may refuse to approve the bond of a dis-
tillery when, in his judgment, the situation of the distillery is such
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as would enable the distiller to defraud the United States; and in case
of such refusal the distiller may appeal to the Secretary or his delegate,
whose decision in the matter ahB be final.
(d) PeNaLTY,—
For penalty for improper approval of distiller’s bond, see section 5605,

and for general provisions relating to approval, disapproval and appeal
on bonds, see section 5551.

SEC. 5178. PLAN OF DISTILLERY.

Every distiller and every person intending to engage in the business
of a distiller shall, previous to the approval of his bond, submit an
accurate plan and description of the distillery and its equipment, and
disclosing such information, in such detail, and in the number of copies
as the Secretary or his delegate shall by regulations preseribe. One
copy of such plan and deseription shall be kept in the distillery available
for examination by government officers. The accuracy of every such
plan and description shall be verified by the Secretary or his delegate,
the draftsman, and the distiller; and no alteration shall be made in
such distillery without the consent, in advance, of the Secretary or
his delegate. Any alteration so made shall be shown on the original,
or by a supplemental plan and description, as the Secretary or his
delegate may direct; and any such supplemental plan and deseription
shall be executed and preserved in the same manner as the original,

SEC. 5179. SURVEY OF DISTILLERY,

(a) RequireMENTS.—On receipt of notice that any person, firm, or
corporation wishes to commence tge business of distilling, the Secretary
or his delegate shall proceed in person, at the expense of the United
States, for the purpose of making surveys of distilleries in that dis-
trict, to make a survey of such distillery for the purpose of estimating
and determining its true spirit-producing capacity for a day of 24
hours. In all surveys 45 gaﬁons of mash or beer brewed or fermented
from grain shall represent not less than one bushel of grain, and 7
gallons of mash or beer brewed or fermented from molasses shall
represent not less than one gallon of molasses; except that in distilleries
operated on the sour-mash principle, 60 gallons of beer brewed or
fermented from grain shall represent not less than one bushel of grain;
and except that in distilleries where the filtration-aeration process is
used with the approval of the Secretary or his delegate (that is, where
the mash after it leaves the mash tub is passed through a filterin

machine before it is run into the fermenting tub, and onlg the ﬂltereﬁ
liquor passes into the fermenting tub) there shall be no limitation on
the number of gallons of water which may be used in the process
of mashing or filtration for fermentation; but the Secretary or his
delegate in order to protect the revenue, shall be authorized to pre-
scribe by regulation such character of survey as he may find suitable
for distilleries using such filtration-aeration process. The provisions
hereof relating to filtration-aeration process shall apply only to sweet-
mash distilleries. A written report of such survey sﬁall be made of
which one copy shall be delivered to the distiller and one copy shall be
retained by the officer designated by the Secretary or his delegate and
the survey shall take effect upon the delivery of such copy to the
distiller. Whenever the Secretary or his delegate is satisfied that any
report of the capaecity of a distillery is incorrect or needs a revision,
he shall direct an ogcer to make in like manner another survey of
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said distillery, and the report thereof shall be made and deposited as
hereinbefore required: Provided, That the survey of any distillery esti-
mated and stated by the distiller, in his notice of intention to distill
as capable of distilﬁ'ng not more than 150 proof gallons of distilled
spirits every 24 hours may be made by the Secretary or his delegate
without the aid of an assistant; and that all surveys made for the
purpose of correcting clerical errors or errors of eomputation existing
'Lnu{ﬁe report of a previous surv:g, and all surveys made for the purpose
of changing the true spirit producing ca,pacitlf' of any distillery for a
day of glniours as estimated and determined by a previous survey,
but which surveys do not require the remeasuring of the fermenting
tubs in a grain or molasses distillery, or the still or stills in a distillery
of apples, peaches, or grapes exclusively, may be made without taking
the measurements of the fermenting tubs or stills, as the case may be,
and without revisiting the distillery: And promﬁded further, That the
Secretary or his delegate may, whenever he shall deem it proper,
designate an officer to make, with or without the aid of a designated
assistant, the surveys and resurveys hereinabove provided for.

(b) Waiver orF EEQUIREMENTS.‘—T}!E Secretary or his delegate in
the case of any distillery may, under regulations, waive such of the
requirements of this section as he determines may be waived without
danger to the revenue. Whenever the Secretary or his delegate, by
authority of this subsection, waives any or all of the requirements of
this section, he may, by regulation, relieve the distiller from such
requirements of sections 5007 (e) and 5191 (a) and of such other
grovisions of law relating or incidental to survey requirements as the

ecretary or his delegate determines may be waived without danger
to the revenue.
SEC. 5180. SIGN REQUIRED ON PREMISES.

(a) RuquiremeEnT.—Every person engaged in distilling shall, in
such manner and form as the Secretary or his delegate may b re%u.la—
tions preseribed, place and keiglconspicuously on the outsige of the
place of such business a sign, exhibiting in plain and legible letters the
name or firm of the distiller, with the words: “registered distillery.”

(b) PENALTY.—

For penalty relating to failure to post sign or improperly posting such
sign, see section 5681.

PART II—-OPERATION

Sec. 5191. Commencement, suspension, and resumption of operations.
Sec. 5192, Supervision of operations by storekeeper-gaugers.

Seec. 5198. Drawing, gauging, and marking of distilled spirits.

See. 5194, Transfer of spirits at registered distilleries.

Sec. 5195. Restrictions relating to operations.

Sec. 5196. Entry and examination of distillery and premises.

Sec. 5197. Distiller’s records and returns.

SEC. 5191. COMMENCEMENT, SUSPENSION, AND RESUMPTION OF
OPERATIONS.

(a) CommENCEMENT, SusPENSION AND ResumprioNn.—No distiller
whose bond has been approved shall commence operations until a
storekeeper-gauger has been assigned to the distillery. Any distiller
desiring to suspend work in his distillery shall give notice in writing
to thl:%ecreta.ry or his delegate, stating when he will suspend work;
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and on the day mentioned in said notice a government officer shall
adopt such means, by locks and otherwise, as the Secretary or his dele-

te may, by regulations, prescribe to prevent the use of the stills.
?o distiller, after having given such notice, shall, after the time stated
therein, carry on the busmess of a distiller on said premises until he
gives another notice in writing to the Secretary or his delegate, stat-
g the time when he will resume work; and at the time so stated for
resumin.% work a government officer shall attend at the distillery to
release the stills for use; and thereupon, and not before, work may be
resumed in said distillery. The notices submitted under this section
shall be in such form and submitted in such manner as the Secretary
or his delegate may by regulations require. Nothing in this section
shall apply to suspensions caused by unavoidable accidents; and the
Secretary shall prescribe regulations to govern such cases of involun-
tar% suspension.

(b) Warver oF REQUIREMENTS.—

For authority to relieve distillers of the requirements of this section,
see section 5179 (b).

SEC. 5182. SUPERVISION OF OPERATIONS BY STOREKEEPER-
GAUGERS.

(a) AssianmeENT OF Gaveemrs.—The Secretary or his delegate
shall assign to each distillery such number of storekeeper-gaugers as
he deems necessary for the proper supervision of the operations con-
ducted on the premises thereof.

(b) Cistern Room.—The receiving cisterns in each distillery and
the room in which they are contained shall be in charge of a store-
keeper-gauger and shall be under such supervision by him as the
Secretary or his delegate may, by regulations, prescribe.

(¢) Use or MarTeEriALS AND REMOVAL oF Spirirs.—The use of
materials for the purpose of making mash, wort, or beer or for the
production of spirits, and the removal of distilled spirits shall be
under such supervision by storekeeper-gaugers as the Secretary or
his delegate shall, by regulations, preseribe.

(d) StorekEEPER-GAUGERS’ Rucorbs.—The storekeeper-gauger
assigned to any distillery shall, in addition to all other duties required
to be performed by him, keep such records and submit such reports
as the Secretary or his delegate shall, by regulations, preseribe.

(e) PenAvTY.—

For penalty for use of materials or removal of spirits in violation of
subsection (c), see section 5612.

SEC. 5193. Dg%gllgg, GAUGING, AND MARKING OF DISTILLED

(2) GeneraL Rune.—On or before the third working day after dis-
tilled spirits are deposited into receiving cisterns, such spirits shall be
drawn off and removed as provided by law. Except as otherwise pro-
vided by law, all distilled spirits shall be drawn from receiving eisterns
into casks or packages, and thereupon shall be gauged Il].l]i marked
under the supervision of a storekeeper-gauger, and immediately re-
moved into an internal revenue bonded warchouse. The Secretary
or his delegate is hereby empowered to prescribe all necessary regula-
tions relating to the drawing off, gauging, and packaging of distilled
spirits; the marking, branding, numbering, and stamping of such
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packages; and the transfer and transportation to, and the storage of
such spirits in, internal revenue bonded warehouses.

In Woopen PackaceEs Contamnine Mgerannic Cans.—On
the application of the distiller and under such regulations as the
Secretary or his delegate may prescribe, distilled spirits may be drawn
into wooden packages, each containing two or more metallic cans,
which cans shall each have a capacity of not less than 5 gallons,
wine measure. Such packages shall be filled and used only for exporta-
tion from the United States.

(¢) Stanparps oF Finn.—The Secretary or bis delegate may by
regulations prescribe the standards of fill of casks or packages of
distilled spirits at each distillery.

(d) Marking AND BranpiNGg BY DisTiLLeErs.—The Secretary or his
delegate may by regulations require a distiller, at his expense and
under the supervision of a storekeeper-gauger, to do such gauging,
marking, and branding, and such mechanical labor pertaining to
gauging, required under this section as the Secretary or his delegate
deems proper and determines may be done without danger to the
revenue.

SEC. 5194. TRANSFER OF SPIRITS AT REGISTERED DISTILLERIES.

(2) RequireMeNnTs.—Subject to the provisions of existing law,
spirits of 160 degrees of proof or more produced at registered distilleries,
including registered fruit distilleries, may be tmnsfgerred by means of
pipelines from receiving cisterns in the distillery direct to storage tanks
in the internal revenue bonded warehouse ﬁ)cated on the bonded
premises where produced or located contiguous thereto, and be ware-
housed in such storage tanks, or they may be withdrawn from the
receiving cisterns, without, or after, reduction in proof, into approved
containers and transferred to any internal revenue bonded warehouse
for storage therein, or they may, on determination of tax, be with-
drawn in such approved containers from the cistern rooms of distilleries
without being entered into an internal revenue bonded warehouse.
Such spirifs may be drawn into approved containers from storage
tanks in an internal revenue bonded warehouse. Spirits of 160 degrees
of proof, or more, may be transferred in bond in tank cars or tank
trucks from cistern rooms of distilleries or from storage tanks in an
internal revenue bonded warehouse and be deposited in storage tanks
in any internal revenue bonded warehouse. Such spirits in tanks in
internal revenue bonded warehouses distilled at or above 190 degrees
of proof may be reduced to not less than 111 degrees prior to being
drawn into packages. Such spirits, on determination of tax, may be
withdrawn in approved containers, including pipelines to contiguous
premises. Except as provided in subsections (b) and (c), such spirits
ma{ not be withdrawn for denaturation.

(b) Distinuares ConrTaiNiNG ApeHYDES OR FuskEn Oin.—Under
rules and regulations to be prescribed by the Secretary or his delegate,
distillers may collect, in locked tanks, distillates containing one-half
of 1 percent or more of aldehydes or 1 percent or more of fusel oil
(heads and tails) removed in the course of distillation. The distillates
so collected may, under regulations prescribed by the Secretary or his
delegate, be removed from such distillery for denaturation or be
destroyed in the manner prescribed by the Secretary or his delegate,
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under the supervision of an internal revenue officer to be designated
by the Secretary or his delegate, and when so denatured or destroyed
shall not be subject to the tax imposed by law upon distilled spirits.
Such distillates so collected in registered fruit distilleries may, under
regulations to be prescribed by the Secretary or his delegate, be drawn
into approved casks, barrels, or other containers and stored in the
brandy deposit room of the registered fruit distillery where produced
pending removal for denaturation or destruction.

(c) I%R&NSFER oF Rum For DENaTURATION.—Rum of not less than
150 degrees of proof may bé transferred by pipeline for denaturation
from receiving cisterns in the cistern room of any distillery to a
denaturing bonded warehouse on the distillery premises or to storage
tanks situated in the internal revenue bonded warehouse located on
the distillery premises, or from such storage tanks to a denaturing
bonded warehouse on the distillery premises.

(d) Transrer or WinNe Seirirs.—Wine spirits withdrawn without
payment of tax under section 5373, or transferred between any
registered fruit distillery and any internal revenue bonded warehouse,
may be transferred by pipeline, tank car, tank truck, or other ap-
proved containers, as provided by regulations prescribed by the
Secretary or his delegate.

(¢) TrANSFER OF (GIN AND VODKA.—

(1) To conticuous prEMISES.—Gin and vodka of any proof may
be transferred in bond by means of pipelines from receiving cisterns
in distilleries direct to storage tanks in the internal revenue bonded
warehouse located on the bonded premises where produced, or
located contiguous thereto, and be warehoused in such storage
tanks. On determination of tax, gin and vodka of any proof may
be transferred by pipeline from receiving cisterns in distilleries, or
from storage tanks in internal revenue bonded warehouses located
on or contiguous to the bonded premises of the producing distillery,
to a contiguous tax-paid bottling house or rectifying plant.

(2) To oraer prEMISES,—Gin and vodka of any proof may be
transferred in bond in tank cars or tank trucks from cistern rooms
of distilleries or from storage tanks in an internal revenue bonded
warehouse and be deposited in storage tanks in any internal revenue
bonded warehouse or removed therefrom upon determination of tax
in approved containers including tank cars and tank trucks.

(f) ReprstinuaTioN oF Serrirs.—Distilled spirits of any proof may
be transferred in any approved container from a distillery or an
internal revenue bonded warehouse to any distillery for redistillation.
Such spirits may be transferred by pipeline to a distillery for redis-
tillation from tanks in an internal revenue bonded warehouse located
on such distillery premises or located contiguous thereto, or from
receiving tanks in a distillery to a contiguous distillery. On removal
of distilled spirits to any distillery for redistillation, the consignee
distiller shall assume the liability for the payment of the tax on the
spirits from the time they leave the internal revenue bonded ware-
house or distillery, and cie tax liability on the producing distillery
or the internal revenue bonded warehouseman, and the liens on the
premises of the producing distiller shall cease, and the tax and liens
shall become the liability of the consignee distiller: Provided, That
on redistillation the redistilled spirits shall be treated the same as

§ 5194(f)



636 INTERNAL REVENUE CODE OF 1954

if the spirits had been originally produced by the redistiller, and all
prior obligations as to taxes &ndy liens shall be superseded.

(2) Reaurarions.—The Secretary or his delegate is hereby em-
powered to preseribe all necessary regulations relating to the drawin,
off, transferring, gauging, storing, redistilling, and transporting o
the spirits; the records to be kept and returns to be made; the size
and kind of containers to be used; the marking, branding, numbering
and stamping of such containers; and the kind of bond and the penai
sum thereof.

(h) Errecr oN Oraer Liaws.—Nothifig contained in this section
shall be construed as restricting or limiting the provisions of other
sections of the internal revenue laws relating to internal revenue
bonded warehouses, distilleries, and bonded wineries.

SEC. 5195. RESTRICTIONS RELATING TO OPERATIONS.

(a) PromBirep Hours ror Distiining.—Except as provided in
section 5306, no malt, corn, grain, or other material shall be mashed,
nor any mash, wort, or beer, brewed or made, nor any still used by a
distiller, at any time between 11 p. m. on any Saturday and 1 a. m.
on the next succeeding Monday.

(b) Promsirep Hours ror Removar or Spirits.—No person
shall remove any distilled spirits at any other time than after sun-
rising and before sun-setting in any cask or package containing more
than 10 gallons from any premises or building in which the same
may have been disti]fecE redistilled, rectified, compounded,
manufactured, or stored.

(¢) Cross REFERENCES—

(1) For restrictions relating to the production, removal, ete., of
mash, wort or wash, see section 5216.

(2) For limitation on the restrictions in subsection (b) in case
of National Emergency transfers of distilled spirits, see section 5217.

(3) For penalty for distilling during prohibited hours, see section
5613, and for penalty for removal of spirits during prohibited hours,
see section 5614,

SEC. 5196. ENTRY AND EXAMINATION OF DISTILLERY AND PREMISES

(a) Keering DistinLery AccessisLE.—REvery distiller shall fur-
nish the Secretary or his delegate such keys as may be required for
internal revenue officers to gain access to the distillery premises and
structures, at any time, and the distillery shall always be kept
accessible to any officer having such keys.

(b) Rigar oF EnTrRY anD ExaminatioNn.—It shall be lawful for
any revenue officer at all times, as well by night as by day, to enter
into any distillery or building or place used for the business of distill-
ing, or used in connection therewith for storage or other purposes
and to examine, gauge, measure, and take an account of every still
or other vessel or utensil of any kind, and of all low wines, and of the
quantity and gravity of all mash, wort, or beer, and of all yeast, or
other compositions for exciting or producing fermentation in any
mash or beer, of all spirits and of all materials for making or distilling
spirits, which may be in any such distillery or premises, or in possession
of the distiller, Whenever any officer, having demanded admittance
into a distillery or distillery premises, and having declared his name
and office, is not admitted into such distillery or premises by the
distiller or other person having charge thereof, it shall be lawful for
such officer at all times, as well by night as by day, to break open by
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force any of the doors or windows, or to break through any of the
walls of such distillery or premises necessary to be broken open or
through, to enable him to enter such distillery or premises.

(e) gFURNISHI‘N’G Faciuimies ANp AssisTaNceE.—On the demand of
any internal revenue officer or agent, every distiller shall furnish
strong, safe, and convenient ladders of sufficient length to enable the
officer or agent to examine and gauge any vessel or utensil in such
distillery or premises; and shall, at all times when required, supply
all assistance, lights, ladders, tools, staging, or other things necessary
for inspecting the premises, stock, tools, and apparatus belonging to
such person, and shall open all doors, and open for examination all
boxes, packages, and all casks, barrels, and other vessels not under
the control of the revenue officer in charge.

(d) AvrroriTy To BrEAK Up GrounDs orR Warrng.—It shall be
lawful for any revenue officer, and any person acting in his aid, to
break up the ground on any part of a distillery, or premises of a
distiller, or any ground adjoining or near to such distillery or prem-
ises, or any wall or partition thereof, or belonging thereto, or
other place, to search for any pipe, cock, private conveyance, or
utensil; and, upon finding any such pipe or conveyance leading
therefrom or thereto, to break up any ground, house, wall, or other
place through or into which such pipe or other conveyance leads, and
to break or cut away such pipe or other conveyance, and turn any
cock, or to examine whether such pipe or other conveyance conveys
or conceals any mash, wort, or beer, or other liquor, which may be
used for the distillation of low wines or spirits, from the sight or
view of the officer, so as to prevent or hinder him from ta]%ing a
true account thereof.

(e) Worm T'uss or ConpENsERS.— Whenever any officer or internal
revenue agent requires the water contained in any worm tub in a dis-
tillery, at any time when the still is not at work, to be drawn off, and
the tub and worm cleansed, the water shall forthwith be drawn off,
and the tub and worm cleansed by the distiller, or his workmen,
accordingly; and the water shall be kept out of such worm tub for
the period of 2 hours, or until the officer or agent has finished his
examination thereof. It shall be lawful for the officer or agent to
draw off such water, or any portion of it, and to keep the same drawn
off for so long a time as he shall think necessary.

(f) PeNnALTIES.—

“%) For penalty for failure to keep distillery accessible, see section

(2) For penalty for obstructing or refusing to admit officer to distillery
premises, see section 5616.

(3) For penalty for refusal of distillers to give assistance to officers,
see section 5615. .

(4) For penalty for refusal or neglect to comply with subsection (e),
see section 5619.

SEC. 5197. DISTILLER’S RECORDS AND RETURNS.
(a) Recorps.—
(1) GENERAL.—

(A) RequiremeNnTs.—Every person who makes or distills
spirits, or owns any still, boiler, or other vessel used for the
purpose of distilling spirits, or who has such still, boiler, or other
vessel so used under his superintendence, either as agent or owner,
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or who uses any such still, boiler, or other vessel, shall keep a
record, in the form and manner prescribed by regulations issued
by the Secretary or his delegate, of the receipt on the distillery
premises, and the use thereon, of materials intended for use in
the distillation of spirits, the kind and quantity of distilled spirits
produced, the kind and quantity of distilled spirits removed
from the distillery premises, and such additional particulars as
may be required by such regulations.

(%) PrusurvATION AND INsPECTION.—The records of every
distiller required by subparagraph (A) shall be kept at the
distillery and be available at times for inspection by any
internal revenue officer, and shall be preserved by the distiller
for a period of not less than 2 years.

(2) Recorps OF DISTILLERS AS WHOLESALE DEALERS.—Every
distiller shall keep daily a record of distilled spirits of his own
production disposed of by him, in such form, at such place and
containing such information as the Secretary or his delegate shall
by regulations prescribe. Such distillers shall also render such
correct transeripts, summaries, and copies of their records at such
times and in such form and manner as the Secretary or his delegate
may by regulations require. The records required to be kept under
this paragraph, and regulations prescribed pursuant thereto, shall
be preserved for a period of 2 years, and during such period shall
be available during business hours for inspection and the taking
of abstracts therefrom by the Secretary or his delegate.

(b) MontaLY RETURN OF DIstiLuEr.—On the first day of each
month or within 5 days thereafter, every distiller shall render to
the Secretary or his delegate a monthly return of the operations of
the preceding month taken from his records, such returns to be in
such form and manner, and contain such information as the Secretary
or his delegate may by regulations require.

(¢) PExAvuries AND FORFEITURES.—

(1) For penalty for using unregistered materials, see section 5610.
(2) For penalty and forfeiture for false or omitted entries in distiller’s
books, see section 5620,

(3) For penalty relating to records and returns of distiller as wholesale
dealer, see section 5621.

PART III—GENERAL PROVISIONS RELATING TO
DISTILLERIES AND DISTILLED SPIRITS

See. 5211. Detention of cases, packages, or containers on suspicion.

See. 5212, Prevention and detection of fraud.

See. 5213. Return of materials used in the manufacture of distilled
spirits.

. Sec. 5214. Rﬁgpu!ation of traffic in containers of distilled spirits.

See. 5215. Exemption of distillers of fruit brandy from certain re-
quirements.

Sec. 5216. Mash, wort, and vinegar; vinegar factories.

See. 5217. Exemptions relating to national emergency transfers.

SEC. 5211. DETENTION OF CASKS, PACKAGES, OR CONTAINERS ON
SUSPICION.

It shall be lawful for any internal revenue officer to detain any cask,
package, or other container containing, or supposed to contain, dis-
tilled spirits, when he has reason to believe that the tax imposed by
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law on such distilled spirits has not been paid or determined as
required by law, or that such cask, package, or other container is
being removed in violation of law; and every such cask, package, or
other container, may be held by him at a safe place unu{) it shall be
determined whether the property so detained is Liable by law to be
proceeded against for forfeiture; but such summary detention shall
not continue in any case longer than 48 hours without process of law
or intervention of the officer to whom such detention is to be reported.

SEC. 5212. PREVENTION AND DETECTION OF FRAUD.

(2) GeneraL.—For the prevention and detection of frauds, the
Secretary or his delegate may prescribe for use such hydrometers,
saccharometers, weighing and gauging instruments, or other means
for ascertaining the quantity, gravity, and producing capacity of
any mash, wort, or beer used, or to be used, in the production of
distilled spirits, and the strength and quantity of spirits subject to
tax, as he may deem necessary; and he may prescribe regula.tions
to secure a uniform and correct system of inspection, weighing, mark-
ing, and gauging of spirits.

('b) Cross REFERENCES.—

For other provisions relating to gauging and marking of spirits in case of—
(l; Transfers at registered distilleries, see section 5194.
(2) Withdrawals from receiving cisterns for transfer to internal
revenue bonded warehouses, see section 5193.
52&%} Removals from internal revenue bonded warehouses, see section
(4) Spirits intended to be rectified or received from rectificaiion,
see section 5282 (b).
(5) Packages filled on premises of wholesale dealers, see section
5115 (a).
SEC. 5213. RETURN OF MATERIALS USED IN THE MANUFACTURE OF
DISTILLED SPIRITS.

(a) RequireMeENT.—Every person disposing of any substance of
the character used in the manufacture of distilled spirits shall, when
req_ldired by the Secretary or his delegate, render a correct return, in
such form and manner as the Secretary or his delegate may by regu-
lations prescribe, showing the names and addresses of the persons
to whom such disposition was made, with such details, as to the
quantity so disposed of or other information which the Secretary or
his delegate may require as to each such disposition, as will enable
the Secretary or his delegate to determine whether all taxes due with
respect to any distilled spirits manufactured from such substances
have been paid. As used in this section—

(1) the term “distilled spirits” includes all products referred to
in section 5002 (b); and

(2) the term ““‘substance of the character used in the manufacture
of distilled spirits”’ includes, but not by way of limitation, molasses,
corn sugar, cane sugar, and malt sugar.

(b) PENALTY.—

For penalty for violation of subsection (a), see section 5609.

SEC. 5214. Rl'é(l},%ﬁ"lélﬁhl OF TRAFFIC IN CONTAINERS OF DISTILLED

(a) ReQuirEMENTS,—Whenever in his judgment such action is
necessary to protect the revenue, the Secretary or his delegate is
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authorized, by the rsffulations prescribed by him, and permits issued
thereunder if required by him—
(1) to regulate the size, branding, marking, sale, resale, possession,
use, and re-use of containers (of a capacity of not more than 5 wine
allons) designed or intended for use for the sale of distilled spirits
within the meaning of such term as it is used in section 5002 (b) (1)
and (2)) for other than industrial use; and
(2) to require, of persons manufacturing, dealing in, or using °
any such containers, the submission to such inspection, the keeping
of such records, and the filing of such reports as may be deemed by
him reasonably necessary in connection therewith. Any require-
ments imposed under this section shall be in addition to any other
requirements imposed by, or pursuant to, law and shall apply as
well to persons not liablyt; for tax under the internal revenue laws
as to persons so liable.
(b) Penavry.—

Fer penalty for violation of subsection (a), see section 5642,

SEC. 5215. EXEMPTION OF DISTILLERS OF FRUIT BRANDY FROM
CERTAIN REQUIREMENTS.

The Secretary or his delegate may by regulation exempt brandy or
wine spirits produced (with or without the use of water to facilitate
extraction and distillation) exclusively from fresh or dried fruit, or
their residues, or the wine or wine residues therefrom, or any person
responsible therefor, from any provision of the internal revenue laws
relati_nE to the production, storage, or withdrawal of spirits applicable
to such brandy or wine spirits, except as to the tax thereon, when
in his judgment it may seem expedient to do so: Provided, That
where, in the production of natural wine, sugar has been used, the
wine or the residuum thereof may, if the unfermented sugars therein
are not refermented, be used in the distillation of brandy or wine
spirits, and such use shall not prevent the Secretary or his delegate,
from exempting such brandy or wine spirits, or persons, from any
provision of the internal revenue laws relating to the production,
storage or withdrawal of spirits, except as mu:ﬁe tax thereon, when
in his judgment it may seem expedient to do so: Prowided further,
That any scientific university, college of learning, or institution of
scientific research may, as authorized by regulation and on filing
of bond with adequate surety in amount equal to the tax on the
maximum quantity received or possessed during any calendar month
(but in no case less than $500), produce, receive, blend, treat, and
store brandy or wine spirits, without payment of tax, for experimental
or research use but not for consumption (other than organoleptical
tests) or sale, in such quantities as may be reasonably necessary for
such purposes.

SEC. 5216. MASH, WORT AND VINEGAR; VINEGAR FACTORIES.

(a) GENERAL.—

(1) No mash, wort or wash, fit for distillation or for the produc-
tion of spirits or alcohol, shall be made or fermented in any building
or on any premises other than a distillery duly authorized according
to law; and no mash, wort, or wash so made and fermented shall
be sold or removed from any distillery before being distilled; and
no person, other than an authorized distiller, shall, by distillation,
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or by any other process, separate the alcoholic spirits from any
fermented mash, wort, or wash; and no person shall use spirits or
alcohol in manufacturing vinegar or any other article, or in any
process of manufacture whatever, unless the spirits or alcohol so
used shall have been produced in an authorized distillery and
(except in the case of vinegar) the tax thereon paid or determined
as provided by law. Nothing in this section shall be construed to
apply to fermented liquors, or to fermented liquids used for the
manufacture of vinegar exclusively. But no worm, goose-neck,
pipe, conductor, or contrivance of any description whatsoever
whereby vapor might in any manner be convelyed away and con-
verted into di ti].leg spirits, shall be used or employed or ge fastened
to or connected with any vaporizing apparatus used for the manu-
facture of vinegar; nor shall any worm be permitted on or near the

remises where such vaporizing process is carried on. It shall be
Etwful for manufacturers of vinegar to separate, by a vaporizing
process, the alcoholic property from the mash produced by them,
and condense the same by introducing it into the water or other
liquid used in making vinegar.

(2) No person, however, shall remove, or cause to be removed,
from any vinegar factory or place where vinegar is made, any
vinegar or other fluid or material containing a greater proportion
than 2 percent of proof spirits.

(3) Section 5196 (b), (e), and (d) shall apply to all premises on
which vinegar is manufactured and to all manufacturers of vinegar
and their workmen or other persons employed by them.

(4) Notwithstanding paragraph (1), when authorized by regula-
tions prescribed by the Secretary or his delegate, fermented material
may be removed from a distillery before being distilled if made and
fermented in carrying on a business (other than distilling) authorized
by regulations prescribed under section 5171 (a).

(b) PENALTY.—

For penalty for violation of subsection (a), see section 5608.

SEC. 5217. EXEMPTIONS RELATING TO NATIONAL EMERGENCY
TRANSFERS.

(a) TransFers oF DistiLep Seirits.—Under regulations pre-
scribed by the Secretary or his delegate, distilled spirits of any proof
including aleohol (the term “distilled spirits” or “‘spirits” as herein-
after used in this section shall include alcohol) may be removed in
bond in approved containers and pipelines from any registered
distillery including a registered fruit distillery (such registered dis-
tillery and registered fruit distillery hereinafter referred to in this sec-
tion as “distﬁe "), internal revenue bonded warehouse, industrial
alcohol plant, or industrial alecohol bonded warehouse to any distillery,
internal revenue bonded warehouse, industrial alcohol plant, or indus-
trial alcohol bonded warehouse for redistillation, or storage, or any
other purpose deemed necessary to meet the requirements of the na-
tional defense: Provided, That any such distilled spirits may be stored
in approved tanks in, or constituting a part of, any internal revenue
bonded warehouse or industrial alcohol bonded warehouse: Provided
further, That any such distilled spirits removed to an industrial
alcohol plant or mdustrial alecohol bonded warehouse may be with-
drawn therefrom if of a proof of 160 degrees or more for any tax-free
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purpose, or on payment of tax for any purpose, authorized by sub-
chapter E; and any such distilled spirits removed to a distillery or
internal revenue bonded warehouse may be withdrawn therefrom if
of a proof of 160 degrees or more for any tax-free purpose authorized
by subchapter E or for any purpose authorized in the case of like
spirits produced at a distillery: Provided further, That any such dis-
tilled spirits, upon removal from a distillery or internal revenue
bonded warehouse for transfer to an industrial alcohol plant or indus-
trial alcohol bonded warehouse or for any tax-free purpose authorized
by subchapter E shall be subject to the provisions of part I of sub-
chapter E: Provided further, That when any distilled spirits are
removed under the provisions of this section to a distillery, industrial
alecohol plant, or industrial aleohol bonded warehouse, the tax liability
of the proprietor of the distillery, internal revenue bonded warehouse,
industrial alecohol plant, or industrial aleohol bonded warehouse from
which the spirits are removed, and the liens on such distillery, indus-
trial alcohol plant, or industrial aleohol bonded warehouse, shall
cease; and at and from the time the distilled spirits leave the distillery,
internal revenue bonded warehouse, 'mdust.riaf alcohol ]illant, or indus-
trial aleohol bonded warehouse, the tax shall be the liability of the
proprietor of, and the liens shall be transferred to the premises of, the
distillery, industrial aleohol plant, or industrial alcohol bonded ware-
house to which the distilled spirits are transferred: Provided further,
That when any distilled spirits are removed under the provisions of
this section to an internal revenue bonded warchouse the proprietor
of such warehouse shall be primarily liable for the tax on the spirits
at and from the time the spirits leave the premises from which trans-
ferred: Provided further, ’I‘Eat section 5011 (a) shall apply in respect
of losses of any distilled spirits transferred, or removed tor transfer,
under this section to a distillery or internal revenue bonded warehouse;
and section 5011 (c) shall appl¥ in respect of losses of any distilled
spirits transferred, or removed for transfer, under this section to an
industrial alcohol plant or industrial alcohol bonded warehouse: And
provided further, That section 5195 (a) and (b) shall not apply to the
production or redistillation and removal of any such spirits; nor shall
sections 5021 and 5081 apply to the redistillation or to the mingling
at a distillery or an internal revenue bonded warehouse or in the course
of removal, of any such spirits.

(b) Exumprion From StaTuTOoRY REQUIREMENTS.—The Secretary
or his delegate may temporarily exempt proprietors of distilleries,
internal revenue bonded warchouses, industrial alcohol plants, or
industrial alcohol bonded warehouses from any provision of the inter-
nal revenue laws relating to distilled spirits, except those requiring
payment of the tax thereon, whenever in his judgment it may seem
expedient to do so to meet the requirements of the national defense.
Whenever the Secretary or his delegate shall exercise the authority
conferred by this subsection he may preseribe such regulations as may
be necessary to accomplish the purpose which caused him to grant
the exemption.

(¢) TerminaTiON OF SEcTION.—The authority conferred upon the
Secretary or his delegate by this section shall expire at the close of
July 11, 1956.
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Subchapter C—Internal Revenue Bonded Warehouses

Part 1. Establishment.
Part II. Operation.

PART I—ESTABLISHMENT

See. 5231. Authority to establish.
Sec. 5232. Bond requirements.
Sec. 5233. Establishment of bottling in bond department.

SEC. 5231. AUTHORITY TO ESTABLISH.

The Secretary or his delegate is authorized, in his discretion, and
upon the execution of such bonds as he may prescribe, to establish
warehouses, to be designated as internal revenue bonded warehouses,
to be used exclusively for the storage of spirits distilled at a registered
distillery, including a registered fruit distillery. No dwelling house
shall be used for such a warehouse, and no door, window, or other
opening shall be made or ermitted in the walls of such warehouse
leading into a distillery. e sole type and kind of bonded wareliouse
under the internal revenue laws for the storage of spirits distilled at a
registered distillery, including a fruit distillery, on which the tax has
not been paid, shall be an internal revenue bonded warehouse. The
establishment and construction of such internal revenue bonded
warehouses shall be under such regulations as the Secretary or his
delegate shall prescribe.

SEC. 5232, BOND REQUIREMENTS. .

(a) Generan.—The Secretary or his delegate shall, by rc{aigu.lationa,
prescribe the form and (i)enal sums of bonds covering distilled spirits in
mternal revenue bonded warehouses and in transit to and between such
warehouses: Provided, That the penal sums of such bonds covering
distilled spirits shall not exceed in the aggregate $200,000 for each such
warehouse. Such bonds shall be conditioned (1) on the withdrawal
of the spirits from the internal revenue bonded warehouse within
8 years from the date of original entry for deposit; (2) on payment of
the tax on the spirits as determined on withdrawal from the internal
revenue bonded warehouse; and (3) on compliance with all proyisions
of law and regulations relating to the business of warehousing distilled
spirits.

(b) Apprrionan Boxp.—No distilled spirits, other than distilled
spirits authorized by law to be withdrawn without payment of tax,
shall be withdrawn from an internal revenue bonded warehouse
except on the payment of the tax at the time of withdrawal unless
the warehouseman has furnished such bond (in addition to that re-
quired in subsection (a)) to secure payment of the tax in such form
and in such penal sum, and has complied with such other requirements,
as the Secretary or his delegate may by regulations prescribe. ;

(¢) REnEwaL ReEqQuireDp IN CurrTaIN Cases.—New bonds shall be
required in case of the death, insolvency, or removal of the surety or
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sureties, and may be required in any other contingency affecting its
validity or impairing its efficiency, at the discretion of the Secretary
or his delegate. In case the warehouseman fails or refuses to give the
bond required, or to renew the same, or neglects to immediately with-
draw the spirits and pay the tax thereon, or if he neglects to withdraw
any bondeg spirits and pay the tax thereon before the expiration of the
time limited in the bond, the Secretary or his delegate shall proceed to
collect the tax.
(d) Cross REFERENCE.—
For deposit of United States bonds or notes in lien of sureties, see
section 6 U. 8. C, 15.

SEC. 5233. ESTABLISHMENT OF BOTTLING IN BOND DEPARTMENT.

For provisions relating to establishment of a separate part of internal
rev:ir;neslzaggded warehouse for bottling of distilled spirits in bond, see
section .

PART II—OPERATION

Sec. 5241. Supervision of operations.

See. 5242. Deposit of spirits in warehouses.

Sec. 5243. Bottling of distilled spirits in bond.

See. 5244, Withdrawal of spirits on determination of tax.

Sec. 5245. Withdrawal of spirits on original gauge.

Sec. 5246. Transfers of spirits in bond.

Sec. 5247. Withdrawal of spirits for exportation.

Beec. 5248, Withdrawal of spirits without payment of tax.

Sec. 5249. Prohibited hours for removal of spirits.

See. 5250. Gauging, stamping, and branding of spirits removed from
warehouse.

Sec. 5251. Blending of beverage brandies in internal revenue bonded
warehouses.

Bec. 5252. Discontinuance of warehouse and transfer of merchandise.

SEC. 5241. SUPERVISION OF OPERATIONS.

(a) MaINTENANCE AND SurERVISION.—The maintenance and super-
vision of internal revenue bonded warehouses shall be under such
regulations as the Secretary or his delegate may prescribe.

(b) AssianmunT oF GaucErs.—Storekeeper-gaugers shall be as-
signed by the Secretary or his delegate to internal revenue bonded
warehouses established by law. Such warehouses shall be under the
control of the officer designated by the Secretary or his delegate, and
shall be in the joint custody of the storekeeper—gau%er or such other
officer and the proprietor thereof, and kept securely locked, and shall
at no time be unlocked or opened or remain open except in the presence
of such storekeeper-gauger or other person who may be designated to
act for him,

(c) StoreEkEEPER-GAvGERS' REcorDs AND RETURNS.—Every store-
keeper-ganer in charge of an internal revenue bonded warehouse shall
keep records, in the form and manner prescribed by regulations issued
by the Secretary or his delegate, of all distilled spirits deposited in the
warehouse, indicating the date thereof, by whom manufactured or pro-
duced, the description of the containers and the number and contents
thereof, and such additional particulars as may be required by such
regulations; and he shall keep records, in the form and manner pre-
scribed by such regulations, of all distilled spirits removed from the
warehouse, indicating the date of removal, the description of the con-
tainers and the number and contents thereof, the purpose of removal,
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and such additional particulars as mag be required by such regula-
tions. The storekeeper-gauger shall submit such reports, in such form
and manner, and at such times, as the Secretary or his delegate may,
by regulations, require. All records and reports required by this
section, or regulations prescribed under this section, shall be open to
the examination of any revenue officer.
(d) Cross ReFERENCES.—
(1) For provisions relating to gauging, stamping, and branding pack-
ages of distilled spirits on determination of tax, and removal from inter-
nal revenue bonded warehouses, see section 5250.
(2) For provisions relating to supervisien of ¢ertain operations in bot-
tling in bond department, see section 5243 (a).

SEC. 5242. DEPOSIT OF SPIRITS IN WAREHOUSES.

(a) Gexerar.—The distillers of all spirits removed to an internal
revenue bonded warehouse shall enter the same for deposit in such
warehouse, under such regulations as the Secretary or his delegate
may prescribe. Said entry shall be in such form as the Secretary or
his delegate shall preseribe.

(b) Cross REFERENCES.—

(1) For provisions relating to transfer of distilled spirits in packages
from registered distilleries to internal revenue bonded warehouses, and
for authority of the Secretary or his delegate to prescribe regulations
rsilsa;i?g) to transportation to and storage in such warehouses, see section

a).

(2) For provisions relating to transfer of distilled spirits from dis-
tilleries to internal revenue bonded warehouses by pipeline, or in ap-
proved containers, see section 5194,

(3) For provisions relating to National Emergency transfers of dis-
tilled spirits, see section 5217.

(4) For provisions authorizing transfers in bond between internal
revenue bonded warehouses, see section 5246 (a).

(5) For provisions requiring that all distilled spirits entered for
deposit in internal revenue bonded warehouses be withdrawn within 8
years from date of entry for deposit, see section 5006 (a).

SEC. 5243. BOTTLING OF DISTILLED SPIRITS IN BOND.

(a) GeneEraL RequirEMENTS.—Whenever any distilled spirits
deposited in the internal revenue bonded warehouse have been duly
entered for withdrawal for bottling in bond before tax payment or
for export in bond, such spirits aﬁa]] be dumped, gauged, bottled,
packed, and cased in the manner which the Secretary or his delegate
shall b re?lat.ions prescribe. The bottling of distilled spirits in
bond shall be conducted in a separate portion of such warehouse,
which shall be set apart and used exclusively for that Purpose. For
convenience in such process any number of packages of spirits of the
same kind, differing only in proof, but produced at the same distillery
by the same distiller, may be mingled together in & cistern provided
for that purpose, but nothing herein shall authorize or permit any
mjnqling of different products, or of the same products of different
distilling seasons, or the addition or subtraction of any substance or
material or the application of any method or process to alter or
change in any way the original condition or character of the product
except as authorized in this section. The tax on the distilled spirits
bottled in bond shall be paid upon the actual quantity of spirits with-
drawn from bond except as otherwise provided in section 5011 (a) and
(b). The Secretary or his delegate may by regulations prescribe the
mode of separating and securing the additional warehouse or portion of
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the warehouse required in this subsection to be set apart, the manner in
which the business of bottling spirits in bond shall be carried on, the
notices, bonds, and returns to be given and accounts and records to
be kept by the persons conducting such business, the mode and time
of inspection of such spirits, the accounts and records to be kept and
returns made by the Government officers, and all such other matters
and things, as in his discretion he may deem requisite for a secure and
orderly supervision of said business; and he may also prescribe and
issue the stamps required.

(b) Borruiné REqQuirEMENTs.—The warchouseman may, under
the supervision of the storekeeper-gauger, remove by straining through
cloth, felt, or other like material any charcoal, sediment, or other like
substance, found therein, and may whenever necessary reduce such
spirits as are withdrawn for bottling purposes by the addition of pure
water only to 100 percent proof for spirits for domestic use, or to not
less than 80 percent proof for spirits for export purposes, under such
regulations as may be prescribed by the Secretary or his delegate;
but no spirits (except gin for export) shall be bottled in bond until
they have remained in bond in wooden containers for at least 4 years
from the date of original gauge as to fruit brandy, or original entry as
to all other spirits: Promldecf That nothing in this subchapter shall
authorize the labeling of spirits in bottles contrary to regulations issued

ursuant to the Federal Alecohol Administration Act (49 Stat. 977; 27

. S. C.,, chapter 8), or any amendment thereof. Distilled spirits,
known commercially as gin, of not less than 80 percent proof may at
any time within 8 years after entry in bond be bottledp in bond for
export without the payment of tax, under such regulations as the
Secretary or his delegate may prescribe.

(¢) Trape Marks on Borrnes.—No trade-marks shall be put on
any bottle unless the real name of the actual bona fide distiller, or the
name of the individual, firm, partnership, corporation, or association
in whose name the spirits were produced and warehoused, shall also
be placed conspicuously on such bottle.

(d) Marxks anp Branps ror Cases.—There shall be plainly burned,
embossed, stenciled, or printed on the side of each case, to be known
as the Government side, such marks, brands, and stamps to denote the
bottling in bond of the distilled spirits packed therein as the Secretary
or his delegate may by regulations prescribe.

(e) EXPORTATION OF gpmm‘s BorrLuep 1n Bownp.—All distilled
spirits intended for export under this section shall be inspected,
bottled, eased, weighed, marked, labeled, stamped, or sealed in such
manner and at such time as the Secretary or his delegate may by
regulations prescribe; and the Secretary or his delegate may prescribe
such regulations for the transportation, entry, reinspection, and
lading of such spirits for export as may from time to time be deemed
necessary; and all provisions of law relating to the exportation of
distilled spirits in bond, so far as applicable, and all penalties therein
imposed, are extended and made applicable to distilled spirits bottled
for export under this section, but no drawback shall be allowed or
paid upon any spirits bottled under this section.

(H EFFECT oN StaTE Laws.—Nothing in this section shall be
construed to exempt spirits bottled under this section from the oper-
ation of the Act of August 8, 1890 (26 Stat. 313; 27 U. 8. C. 121).
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(z2) Cross REFERENCE.—

For provisions relating to stamps and stamping of beitled in bond
spirits, see section 5008 (a).

SEC. 5244, WITHDRAWAL OF SPIRITS ON DETERMINATION OF TAX.

Any distilled spirits may, on determination of the tax thereon, be
W’it.hd.y;'a.wn from warehouse on application to the Secretary or his
delegate in such form and manner as the Secretary or his delegate
may by regulations preseribe.

SEC. 5245. WITHDRAWAL OF SPIRITS ON ORIGINAL GAUGE.

Under such regulations as the Secretary or his delegate may pre-
scribe, distilled spirits deposited in internal revenue %:onded ware-
houses may, upon application, be withdrawn therefrom on the original
gauge.

SEC. 5246. TRANSFERS OF SPIRITS IN BOND.

(a) Generan.—Distilled spirits may be transferred in bond between
internal revenue bonded warehouses in original packages or in such
other packages or containers and under such regulations as the Secre-
tary or his delegate may by regulations prescribe.

(b) Cross REFERENCES.—

(1) For provisions relating to transfers of distilled spirits from internal
revenue bonded warehouses to other bonded premises, see section 5194,

(ﬁ) Fgr2 i grovlsions relating to National Emergency transfers, see
section -

SEC. 5247. WITHDRAWAL OF SPIRITS FOR EXPORTATION,

(a) Entries, Bonps, AND Binrs or Lapine.—Distilled spirits may
be withdrawn from internal revenue bonded warehouses, at the
instance of the owner of the spirits, for exportation in the original
casks or packages, or in packages filled from such original casks or
packages, without the payment of tax, after making such entries and
executing and filing with the Secretary or his delegate such bonds
and bills of lading, and giving such other additional security as the
Secretary or his delegate may by regulations prescribe. The bonds
given under this section shalFba canceled or credited upon the sub-
mission of such evidence, records and certificates indicating exporta-
tion as the Secreta.r{)or his delegate by regulations may prescribe.

(b) Marks anp Permirs.—When the owner of the spirits shall
have made the proper entries, filed the bonds, and otherwise complied
with all the requirements of the law and regulations, the Secretary or
his delegate shall issue to him a permit for the removal and trans-
portation of such spirits to the collector of the port from which they
are to be exported, accurately describing the spirits to be shipped, the
amount of tax thereon, the gtate and distriet from which tﬂe spirits
are to be shiﬂped, the name of the distiller by whom distilled, the
collector of the port to whom the spirits are to be consigned, and
the routes over which they are to be sent to the port of shipment.
Such shipments shall be made over bonded routes whenever prac-
ticable. The collector of the port shall receive such spirits, and permit
the exportation thereof, under the same regulations as are prescribed
for the exportation of spirits on which the tax has been paid.

(¢) TransporTATION BOND.—Whenever the owner or owners of
distilled spirits shall desire to withdraw such spirits from any internal
revenue bonded warehouse for exportation, such owner or owners may
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at their option, in lieu of executing an export bond as provided by
law, give a transportation bond with sureties satisfactory to the
Secretary or his delegate and under such regulations as he may pre-
scribe, conditioned for the due delivery thereof on board an export
carrier at a port of exportation to be named therein, and for the due
performance on the part of the exporter or owner at the port of export
of all the requirements in regard to notice of export, entry, and the
giving of bond hereinafter specified in this subsection. In such case,
on arrival of the spirits at the port of export, the exporter or owner at
that port shall immediately notify the collector of the port of the fact,
setting forth his intention to export such spirits, and the designation of
the carrier on which such spirits are to be laden, and the port to which
they are intended to be exported. He shall, after the quantity of
spirits has been determined by inspection or by gauge as regulations
prescribed by the Secretary or his delegate shall require, file with the
collector of the port an export entry. The Secretary or his delegate
may, by regulations, require the exporter or owner also to give bond
to the %nited States, conditioned that the principal named in said
bond will export the spirits as specified in such entry to the port
designated in such entry, or to some other port without the jurisdiction
of the United States. On the lading of such spirits, the collector of the
port, after the filing of such bonds as the Secretary or his delegate may,
by regulations, require, by the exporter or owner at the port of ship-
ment thereof, shall transmit to the Secretary or his delegate a clear-
ance certificate and a report of the inspection or gauge. Whenever a
warehouseman of spirits in bond desires to change the packages in
which such spirits are contained, for exportation, the Secretary or
his delegate may, under regulations prescribed by him, and on the
execution of proper bonds with sufficient sureties, permit the with-
drawal of so much spirits from bond and in such packages as the
warehouseman desires to export.

(d) In Tanks or Tank Cars.—Under such regulations as the
Secretary or his delegate may prescribe, alecohol or other distilled
spirits intended for export free of tax may be drawn from receiving
cisterns at any distillery, or from storage tanks in any internal revenue
bonded warehouse, for transfer to tn.n%(s or tank cars for export from
the United States, and all provisions of law relating to the exportation
of distilled spirits not inconsistent herewith shall apply to spirits
removed for export under this section.

(e) Losses.—Section 5011 (a) shall apply to spirits withdrawn for
exportation under this section.

SEC. 5248, WITHDRAWAL OF SPIRITS WITHOUT PAYMENT OF TAX.

(1) For provisions relating to withdrawal of spirits, without payment
of tax, to manufacturing bonded warehouses, see section 5522,

(2) For provisions relating to withdrawal of spirits, without payment
of tax, as supplies for certain vessels and aircraft, see 19 U. S. C. 1309.

3) For provisions authorizing regulations for withdrawal of spirits,
without payment of tax, for use of United States, see section 7510.

(4) For provisions relating to withdrawal of distilled spirits, without
payment of tax, to foreign-irade zones, see 19 U. 8, C. 8lc.

(5) For provisions relating to withdrawal of wine spirits, without
payment of tax, for addition to wine, section 5373.

(6) For provisions relating to withdrawal of rum, without payment of
tax, for denaturation, see section 5331 (c).
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SEC. 5249. PROHIBITED HOURS FOR REMOVAL OF SPIRITS.
For provisions prohibiting removal of distilled spirits from internal
revenue bonded warehouses during certain hours, see section 5195 (b).
SEC. 5250. GAUGING, STAMPING AND BRANDING OF SPIRITS
REMOYED FROM WAREHOUSE.

(a) Except as provided by section 5245, or under section 5006 (a),
whenever an application is received for the removal from any internal
revenue bonded warehouse of any cask or package of distilled spirits
on which the tax is to be paid, the storekeeper-gauger shall inspect
and gauge such distilled spirits and determine the tax thereon, and
shall, be%ore such cask or package has left the warehouse, place on
such cask or package such marks, brands, and stamps as the Sec-
retary or his delegate may by regulations preseribe, which marks,
bmndsEl and stamps shall be defaced when such cask or package is
emptied.

(b) The Secretary or his delegate may by regulations from time to
time require any proprietor, at the proprietor’s expense and under
supervision of a storekeeper-gauger, to do such marking and brand-
ing and stamping and such mechanical labor pertaining to gauging
required under this section as the Secretary or his delegate deems
proper and determines may be done without danger to the revenue.
SEC. 5251. BLENDING OF BEVERAGE BRANDIES IN INTERNAL REV-

ENUE BONDED WAREHOUSES.
For provisions relating to the blending of beverage brandies in internal
revenue bonded warehouses, see section 5023,

SEC. 5252. DISCONTINUANCE OF WAREHOUSE AND TRANSFER OF
MERCHANDISE.

Whenever, in the opinion of the Secretary or his delegate, any
internal revenue bonded warehouse is unsafe or unfit for use, or the
merchandise therein is liable to loss or great wastage, he may dis-
continue such warehouse and require the merchandise therein to be
transferred to such other warehouse as he may designate, and within
such time as he may prescribe. Such transfer shall be made under
the supervision of such officer as may be designated by the Secretary
or his delegate and the expense thereof shall be paid by the owner of
the merchandise. Whenever the owner of such merchandise fails to
make such transfer within the time presecribed, or to pay the just
and proper expense of such transfer, as ascertained and determined
by the Secretary or his delegate, such merchandise may be seized
and sold by the Secretary or his delegate in the same manner as
goods are sold on distraint for taxes, and the proceeds of such sale
shall be applied to the payment of the taxes due thereon and the
cost and expenses of such sale and removal, and the balance paid
over to the owner of such merchandise.
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Subchapter D—Rectifying Plants

Part I. Establishment.,
Part II. Operation.

PART I—ESTABLISHMENT

See. 5271. Notice of business of rectifier.
Sec. 5272, Bond.

Sec. 5273. Premises.

Sec. 5274. Sign required on premises.
Sec. 5275. Cross references.

SEC. 5271. NOTICE OF BUSINESS OF RECTIFIER.

(a) RequireMENTs.—Every person engaged in, or intending to be
engaged in, the business of a rectifier, shall give notice in writing,
subseribed by him, to the Secretary or his delegate, stating his name
and residence, and if a company or firm, the name and residence of
each member thereof, and the name and residence of every person
interested or to be interested in the business, the precise place where
such business is to be carried on; and if such business is carried on in
a city, the residence and place of business shall be indicated by the
name of the street and number of the building. The notice shall
also state the process by which the applicant intends to rectify, purify
or refine distilled spirits, that such rectifying premises are not on the
premises of any distillery registered for the distillation of spirits, and
such additional particulars, as the Secretary or his delegate may by
regulations prescribe. In case of any change in the location, form,
capacity, ownership, agency, superintendency, or in the persons
interested in the business of such rectifying establishment, notice
thereof, in writing, shall be given to the Secretary or his delegate.
Every notice required by this section shall be in such form, contain
such additional particulars, and be submitted at such time or times,
as the Secretary or his delegate may by regulations prescribe.

(b) PENALTY.—

For penalty for violation of this section, see section 5603.
SEC. 5272. BOND.

() RequiremuNT.—The business of a rectifier of spirits shall be
carried on, and the tax on rectified spirits and wines shall be paid,
under such bonds as the Secretary or his delegate may by regulations
prescribe.

(b) Approvar oF Bonp As Conprrion To CommuENCcING BUSINESS.—

For provisions relating to approval of bond as condition to commencing
business of a rectifier, see section 5551.
SEC. 5273. PREMISES.

(a) GeNerAaL.—The premises of a rectifier shall be as described in
his notice and, whether they consist of an entire building or of rooms
in a building, shall have means of ingress from and egress into a public
street or yard, or into a public hall or elevator shaft leading into a
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public street or yard, and shall be used exclusively for the business of
rectification and the bottling of liquors rectified by him thereon, and
the bottling of wines and spirits without rectification.

(b) Cross REFBRENCES.—

(1) For provisions authorizing the Secretary or his delegate to require
installation of meters, tanks, and other apparatus, see seetion 5552.
6%) For penalty for unlawful use of rectifying premises, see section

SEC. 5274. SIGN REQUIRED ON PREMISES.

(a) RequirnMENT.—Every person engaged in rectifying spirits
shall, in such manner and form as the Secretary or his delegate may
by regulations prescribe, place and keep conspicuously on the outside
of the place of such business a sign exhibiting in plain and legible
letters the name or firm of the rectifier, with the words: “reecfifier
of spirits”.

(b) PenarTY.—

For penalty for failure to post sign or improperly posting such sign,
see section 5681.
SEC. 5275. CROSS REFERENCES.

él) For provisions requiring the registration of stills, see section 5174.
2) For provisions requiring permit to set up still, boiler, or other
vessel, for distilling, see section 5105.

(3) For provisions requiring payment of special (occupational) tax as
rectifier, see section 5081, and as wholesale liquor dealer, see section
5111, and as retail liquor dealer, see section 5121.

PART II—OPERATION

See. 5281, Regulation of business of rectifier.

Seec. 5282. Rectification of spirits.

Sec. 5283. Examination of premises.

Sec. 5284. Prohibited hours for removal of distilled spirits.
Sec. 5285. Records and returns.

SEC. 5281. REGULATION OF BUSINESS OF RECTIFIER.

(a) GeneEraL.—The business of a rectifier shall be carried on under
such regulations as the Secretary or his delegate may prescribe.
The Secretary or his delegate may prescribe such regulations under
this part and subpart B of part I of subchapter A as he deems neces-
sary. All distilled spirits or wines taxable under sections 5021 and
5022 shall be subject to regulations prescribed by the Secretary or his
delegate concerning the use thereof in the manufacture, blending,
compounding, mixing, marking, branding, and sale of rectified
products.

(b) Cross REFERENCES.—

(1) For requirement that the premises of a rectifier be used exclu-
;iz\_'gy(agor rectification and botiling of spirits and wines, see seetion
(2) For provisions requiring the blending of straight whiskies and

pure fruit brandies to be under supervision of a revenue officer and
under conditions prescribed by regulations, see section 5025 (e).

SEC. 5282, RECTIFICATION OF SPIRITS.

(a) Norice orf INTENTION TO REcriry. —When any rectifier in-
tends to rectli]fly or compound any distilled spirits he shall, before dump-
ing any distilled spirits for that purpose, give notice to the Secretary
or his delegate of his intention so to rectify. Such notice shall be
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made in such form and contain such particulars as the Secretary or
his delegate may by regulations prescribe.

(b) GaveiNg, BRANDING, AND STaMPING RECTIFIED SPIRITS. —
Whenever any cask or package of distilled spirits containing 5 wine
gallons or more is dumped by a rectifier for rectification, or filled
and received from rectification for sale, shipment, or delivery, the
same shall be gauged, marked, branded and stam ed by a storekeeper-
gauger, whose duty it shall be to mark and bramf the same and place
thereon a stamp, which shall be in such form and shall show such in-
formation as the Secretary or his delegate may by regulations pre-
seribe; but the Secretary or his delegate may by regulations provide
that the gauging, marking, stamping, and branding of such packages
so dumped for rectification, or received therefrom, be done by the
rectifier instead of by a storekeeper-gauger.

(¢) Arrixine Stamps.—The stamps required by this section shall
in every case be affixed to a smooth surface of the cask or other pack-
age, which surface shall not have been previously painted or covered
with any substance, and so as to fasten the same securely to the cask
or package, and shall be duly canceled, and shall then be immediately
covered with a coating of transparent varnish or other substance, so
as to protect them from removal or damage by exposure; and such

ing, cancellation, and covering shall be done in such manner as
the Secretary or his delegate may by regulations prescribe.

(d) PeNALTY.—

For penalty for violation of subsections (a) and (b), see section 5630.
SEC. 5283. EXAMINATION OF PREMISES.

The provisions of section 5196 (¢) req the giving of assistance
to revenue officers for the examination of the premises and section
5196 (d) authorizing revenue officers to break up grounds or walls
shall apply in like manner to rectifiers and rectifying premises.

SEC. 5284. PROHIBITED HOURS FOR REMOVAL OF DISTILLED
SPIRITS.
For provisions prohibiting the removal during certain hours of distilled
gpirits in any cask or package containing more than 10 gallons, see
section 5195 (b).
SEC. 5285. RECORDS AND RETURNS.

(a) MonTaHLY RETURNS.—Every person engaged in rectifying or
compounding distilled spirits shall, on or before the 10th day of every
month, render to the Secretary or his delegate a monthly return of
the operafions of the preceding month, taken from his records, in
such form and manner, and containing such information, as the Sec-
retary or his delegate may by regulations prescribe.

(b) Recorp or RecriFier as WHoLESALE Duarner.—Every recti-
fier who sells, or offers for sale, distilled spirits in quantities of 5 wine-
gallons or more to the same person at the same time shall keep daily a
record of distilled spirits received and disposed of by him, in such form,
at such place and containing such information as the Secretary or his
delegate may by regulations prescribe. Such rectifiers shall also
render such correct transcripts, summaries, and copies of their records
at such times and in such form and manner as the Secretary or his
delegate may by regulations require. The records required to be kept
under this section, and regulations issued pursuant thereto, shall be
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preserved for a period of 2 years, and during such period shall be
available during business hours for inspection and the taking of
abstracts therefrom by the Secretary or his delegate.

(¢) PENALTY.—

For penalty for refusal or neglect of rectifier to keep records reguired
under subsection (b), or for false entries therein, etc., see section 5621.
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Subchapter E—Industrial Alcohol Plants, Bonded Warehouses,
Denaturing Plants, and Denaturation

Part I. Industrial aleohol plants, bonded warehouses, and denatur-
ing plants.
Part II. Denaturation.

PART I—INDUSTRIAL ALCOHOL PLANTS, BONDED WARE-
HOUSES, AND DENATURING PLANTS

Sec. 5301, Establishment of industrial alcohol plants.

Sec. 5302. Establishment of industrial aleohol bonded warehouses.

Sec. 5303. Establishment of industrial alecohol denaturing plants.

Sec. 5304. Alcohol permits.

Sec. 5305. Regulations for establishing, bonding, and operation of
plants and warehouses.

See. 5306. Exemption of industrial aleohol plants and warehouses
from certain laws.

Sec. 5307. Production, use, or sale of aleohol.

Sec. 5308. Transfer of alcohol to other plants or warehouses.

Sec. 5309. Withdrawal of fermented liquors to industrial alecohol

plants.

Sec. 5310. Withdrawal of aleohol free of tax.

See. 5311, Importation of aleohol for industrial purposes.

Sec. 5312. Remission and refund of tax on aleohol for loss or leakage.

Sec. 5313. Powers and duties of persons enforcing this part.

Seec. 5314. Officers and agents authorized to investigate, issue search
warrants, and prosecute for violations.

See. 5315. Compliance with court subpoena as to testifying or pro-
ducing records.

Sec. 5316. Form of affidavit, information, or indictment.

Sec. 5317. Applicability of other laws.

Sec. 5318. Application of part to Puerto Rico and Virgin Islands.

See. 5319. Definitions, ete.

Sec. 5320. Cross references.

SEC. 5301. ESTABLISHMENT OF INDUSTRIAL ALCOHOL PLANTS.

Any person establishing a plant for the production of industrial
alcohol shall before operation, make application to the Secretary or
his delegate for registration of his plant, file bond, and receive permit
for the operation of such plant.

SEC. 5302, ESTABLISHMENT OF INDUSTRIAL ALCOHOL BONDED
WAREHOUSES.

Warehouses for the storage and distribution of alcohol may be
established on filing of application and bond and issuance of permit
at such places, either in connection with the manufacturing plant or
elsewhere, as the Secretary or his delegate may determine; the entry
and storage of aleohol therein and the withdrawals of aleohol there-
from shall be made in such containers and by such means as the Secre-
tﬂ.l;f or his delegate by regulation may prescribe, Permanent tanks
and other structures located on the industrial alcohol plant premises
and approved by the Secretary or his delegate shall be deemed to be
warehouses within the meaning of this section.
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SEC. 5303. ESTABLISHMENT OF INDUSTRIAL ALCOHOL DENATUR-
ING PLANTS.

On the filing of application and bond and issuance of permit,
denaturing plants may be established on the premises of any indus-
trial alcohol plant, or elsewhere, and shall be used exclusively for the
denaturation of alcohol by the admixture of such denaturing materials
as shall render the alcohol, or any compound in which it is authorized
to be used, unfit for use as an intoxicating beverage.

SEC. 5304. ALCOHOL PERMITS.

(a) GenErRAL RUuLm.— :

(1) PermiT rEQUIRED.—No one shall manufacture alcohol, pro-
cure it tax-free, denature it, deal in or use specially denatured
alcohol, recover completely or specially denatured alcohol, or trans-
port specially denatured or tax-free alcohol, without first obtainin
a permit from the Secretary or his delegate so to do. All suc
permits may be issued for 1 year, and shall expire on the 31st
day of December next succeeding the issuance thereof: Provided,
That the Secretary or his delegate may without formal application
or new bond extend any permit granted under this part after
August 31 in any year to December 31 of the succeeding year.

(2) AUTHORITY TO PRESCRIBE REGULATIONS.—Permits to pur-
chase or procure specially denatured alcohol and tax-free alcohol
shall be issued in such terms and under such conditions as the
Secretary or his delegate may by regulation prescribe.

(3) RESTRICTION ON ISSUANCE OF PERMITS.—No permit shall be
issued to any person who, within 1 year before the application
therefor or issuance thereof, shall not in good faith have conformed
to the provisions of this chapter, or shall have violated the terms of
any permit issued under this section, or made any false statement in
the application therefor, or willfully failed to disclose any infor-
mation required by reguia.tion to be furnished, or violated any law
of the United States relating to intoxicating liquor, or willfully
violated any law of any State, Territory, or possession of the
United States or of the District of Columbia relating to intoxicating
liquor.

q(4) ForMm oF ApPLICATION AND PERMIT.—Every permit shall be
in writing, dated when issued, and signed by the Secretary or his
delegate. It shall give the name and address of the person to whom
it is 1ssued and shall designate and limit the acts that are permitted
and the time when and place where such actg may be performed.
No permit shall be issuec{) until a verified, written application shall
have been made therefor, aettiﬂﬁ forth the qualification of the
applicant and the purpose for which the alcohol or denatured alcohol
is to be used. The Secretary or his dele%ate may prescribe the form
of all %armits and applications and the facts to be set forth therein.

(5) Bonp rEQUIrREMENT.—Before any permit is granted, the Sec-
retary or his delegate may require a bond, in such form and amount
as he may prescribe, to insure compliance with the terms of the
permit and the provisions of this chapter.

(6) REview oF pisAPPROVAL.—In the event of the refusal by the
Secretary or his delegate of any application for a permit, the appli-
cant may have a review of his decision before a court with equity
jurisdiction, in the manner provided in subsection (c).
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(b) Revocamion or Permir.—If at any time there shall be filed
with the Secretary or his delegate a complaint under oath setting
forth facts showing, or if the Secretary or his delegate has reason to
believe, that any person who has a permit is not in good faith conform-
ing to the provisions of this chapter, or has violated the terms of such
permit, or has made any false statement in the application therefor,
or has willfully failed to disclose any information required by regula-
tion to be furnished, or has viola.t«ady any law of the United States, or
of any State, Territory, or possession of the United States, or of the
District of éolumbia., relating to intoxicating liquor, the Secretary
or his delegate shall immediately issue an order citing such person to
appear before him on & day named not more than 30 nor less than 15
days from the date of service on such permittee of a copy of the
citation, which citation shall be accompanied by a copy of such com-
plaint, or in the event that the proceedings be initiated by the Secre-
tary or his delegate, with a statement of the facts constituting the
violation charged, at which time a hearing shall be had unless con-
tinued for cause. Such hearing shall be held within the judicial distriet
and within 50 miles of the place where the offense is alleged to have
occurred unless the parties nfgrae on another place. If it be found that
such person is not in good faith conforming to the provisions of this
chapter or has violated the terms of his permit, or made any false
statement in the application therefor, or willfully failed to disclose
any information required by regulation to be furnished, or violated
any law of the United States relating to intoxicating liquor, or willfully
violated any law of any State, Territory, or possession of the United
States or of the District of Columbia relating to intoxicating liquor,
such permit shall be revoked, and no permit shall be granted to such
person within 1 year thereafter. Should the permit be revoked by the
Secretary or his delegate, the permittee may have a review of his
decision before a court with equity jurisdiction in the manner provided
in subsection (¢). During the pendency of such action sncE permit
shall be temporarily revoked.

(¢) InaccuraTE DEscriprioN oF DENATURED ARrTicLES.—When-
ever the Secretary or his delegate has reason to believe that denatured
alcohol, denatured rum, or articles do not correspond with the deserip-
tions and limitation as to such aleohol, rum, or articles provided by
law and regulations, he shall cause an analysis of such aleohol, rum,
or articles to be made, and if on such analysis the Secretary or his
delegate shall find that such aleohol, rum, or articles do not so cor-
respond, he shall give not less than 15 days’ notice in writing to the
person who is the manufacturer thereof to show cause why such aleohol,
rum, or articles should not be dealt with as other distilled spirits,
such notice to be served personally or by registered mail, as the Secre-
tary or his delegate may determine, and shall specify the time when,
the place where, and the name of the agent or official before whom,
such person is required to appear. If the manufacturer of such alcohol,
rum, or articles fails to show to the satisfaction of the Secre or his
delegate that the alcohol, rum, or articles manufactured by him cor-
respond to the deseriptions and limitations as to such aleohol, rum, or
articles provided by law and ations, his permit to manufacture
and sell the same shall be revoked. The manufacturer may by appro-
priate proceeding in a court with equity jurisdiction have the action
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of the Secretary or his delegate reviewed, and the court may affirm,
modify, or reverse the finding of the Secretary or his delegate as the
facts and law of the case may warrant, and during the pendency of
such proceeding, may restrain the manufacture, sale, or other disposi-
tion of such aleohol, rum, or articles.

(d) Provisions ReraTing To Venvue.—In case of a sale of liquor
or denatured aleohol or denatured rum, where the delivery thereof was
made by a common or other carrier, the sale and delivery for purposes
of prosecution or revocation of any permit shall be deemed to be made
in the county or district wherein the delivery was made by such carrier
to the consignee, his agent or employee, or in the county or district
wherein the sale was made, or from which the shipment was made, and
prosecution for such sale or delivery may be had in any such county
or district.

SEC. 5305. REGULATIONS FOR ESTABLISHING, BONDING, AND OPER-
ATION OF PLANTS AND WAREHOUSES.

The Secretary or his delegate shall issue regulations respecting the
establishment, bonding, and operation of industrial alcohol plants, de-
naturing plants, and bonded warehouses authorized by this subchap-
ter, and the distribution, sale, export, and use of alcohol which may be
necessary, advisable, or proper, to secure the revenue, to prevent
diversion of the alcohol to illegal uses, and to place the nonbeverage
alcohol industry and other industries using such alcohol as a chemical
raw material or for other lawful purpose on the highest possible plane
of scientific and commercial efficiency consistent with the interests of
the Government, and which shall insure an ample supply of such
alecohol and promote its use in scientifie research and the development
of fuels, dyes, and other lawful products.

SEC. 5306. EXEMPTION OF INDUSTRIAL ALCOHOL PLANTS AND
WAREHOUSES FROM CERTAIN LAWS.

Industrial alcohol plants and bonded warehouses established under
this part shall be exempt from section 5082 and the special taxes im-
posed by part 1I of subchapter A and from sections 5116, 5171, 5172,
5173 (a) and (b), 5174, 5175, 5176, 5178, 5179, 5180, 5191, 5192 (b), (c)
and (d), 5193, 5195, 5196 (a) and (e), 5197, 5231, 5232, 5241 (c), 5242,
5244, 5250, 5271, 5274, 5551, 5625 and 5640, and from such other pro-
visions of law relating to distilleries and bonded warehouses as may
by regulations be deemed inapplicable to industrial alcohol plants and
bonded warehouses established under this part. Regulations may be
made embodying any provisions of part II of subchapter A or of the
sections above enumerated.

SEC. 5307. PRODUCTION, USE OR SALE OF ALCOHOL.

Alcohol may be produced at any industrial aleohol plant established
under this part, from any raw materials or by any processes suitable
for the production of alcohol, and, under regulations, may be used at
any industrial alcohol plant or bonded warehouse or sold or disposed
of for any lawful purpose.

SEC. 5308. TRANSFER OF ALCOHOL TO OTHER PLANTS OR WARE-
HOUSES.

Alcohol produced at any registered industrial alcohol plant or stored
in any bonded warehouse may be transferred, under regulations, to any
other registered industrial alcohol plant or bonded warehouse for any
lawful purpose.
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SEC. 5309. WITHDRAWAL OF FERMENTED LIQUORS TO INDUSTRIAL
: ALCOHOL PLANTS.

Fermented liquors may be conveyed without payment of tax from
the brewery premises where produced to a contiguous industrial alcohol
plant, to be used as distilling material, and the residue from such dis-
tillation, contaim'n% less than one-half of 1 percent of alcohol by
volume, which is to be used in making beverages, may be manipulated
by cooling, flavoring, carbonating, settling and filtering on the dis-

illery premises or elsewhere. The removal of the taxable fermented
liquor from the brewery to the industrial alcohol plant and the opera-
tion of such plant and removal of the residue therefrom shall be under
the supervision of such officer or officers as the Secretary or his delegate
shall cfeem proper, and the Secretary or his delegate is hereby author-
ized to make such regulations as may be necessary to give force and
effect to this section and to safeguard the revenue.

SEC. 5310. WITHDRAWAL OF ALCOHOL FREE OF TAX.

(a) For DunarurarioN.—Alcohol produced at any industrial
alecohol plant or stored in any bonded warehouse may, under regula-
tions, be withdrawn tax-free, as provided by existing law from any such
plant or warehouse for transfer to any denaturing plant for denatura-
tion, or may, under regulations, before or after denaturation, be
removed from any such plant or warehouse for any lawful tax-free
purpose. Alcohol lawfully denatured may, under regulations, be
sold free of tax either for domestic use or for export.

(b) For Ust By FEpERAL OoR STAaTE AcENCIES.—Alcohol may be
withdrawn tax-free, under regulations, from any industrial alcohol
plant or bonded warehouse by the United States or any governmental
agency thereof, or by the several States and Territories or any
municipal subdivigion thereof or by the District of Columbia. Alcohol
may be withdrawn tax-free from customs custody by the United States
or any governmental agenc)lf) thereof for its own use, under such
regulations as may be prescribed.

(¢) Use ixv ResearcH, HospITALS, OR FOR CHARITABLE CLINICS.—
Alcohol may be withdrawn, under regulations, from any industrial
alcohol plant or bonded warehouse tax-free for the use of any scientific
university or college of learning, for any laboratory for use exclusively
in scientific research, or for use in any hospital or sanitarium, or for
the use of any clinic operated for charity and not for profit, including
use in the compounding of bona fide medicines for treatment outside
of such clinics of patients thereof, but not for sale.

(d) Conprrions or Exuemprions.—Any person permitted to obtain
alcohol tax-free, except the United States and the several States and
Territories and subdivisions thereof, and the District of Columbia,
shall first apply for and secure a permit to purchase the same and give
the bonds prescribed under section 5304, but alcohol withdrawn for
nonbeverage purposes for use of the United States and the several
States, Territories, and subdivisions thereof, and the District of
Columbia may be purchased and withdrawn subject only to such
regulations as may be prescribed.

SEC. 5311. IMPORTATION OF ALCOHOL FOR INDUSTRIAL PURPOSES.

Under regulations, and subject from the time of its withdrawal
from customs custody to all the applicable provisions of this part
alcohol of 160 proof, or greater, may be imported into the United
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States and be withdrawn, in bond, from customs custody, without
payment of the internal revenue tax imposed by section 5001 upon
the act of importing such alcohol, for transfer to industrial aleohol
plants, alcohol bonded warehouses, and denaturing plants for redis-
tillation or denaturation and withdrawal, or withdrawal without
redistillation or denaturation, tax-free or taxpaid, as the case may be,
for all the purposes authorized by this part.
SEC. 5312. REMISSION AND REFUND OF TAX ON ALCOHOL FOR LOSS
OR LEAKAGE.
For provisions relating o remission or refund of tax on alcohol for
loss or leakage, see section 5011 (c).

SEC. 5313. P(;VZE%S AND DUTIES OF PERSONS ENFORCING THIS

(2) SecreETARY AND OrHER PErsons.—The Secretary, his assist-
ants, agents, and inspectors, and all other officers, employees, or
agents of the United States, whose duty it is to enforce criminal laws,
shall have all the rights, privileges, powers, and protection in the en-
forcement of the provisions of this part or section 5686 which are con-
ferred by law for the enforcement of any laws in respect of the taxation,
importation, exportation, transportation, manufacture, possession, or
use of, or traffic in, intoxicating liquors.

(b) Power To SEcurE REcorps.—All records and reports kept or
filed under this part, and all liquor or property to which such records
or reports relate, shall be subject to inspection at any reasonable
hour ﬂy the Secretary or any of lhjs. agents or by any public prosecutor
or by any person designated by him, or by any peace officer in the
State where records or reports are kept, and copies of such records
and reports duly certified by the person with whom kept or filed
may be introduced in evidence with like effect as the originals thereof,
and verified copies of such records shall be furnished to the Secretary
or his delegate when called for.

SEC. 5314, OFFICERS AND AGENTS AUTHORIZED TO INVESTIGATE,
ISSUE SEARCH WARRANTS, AND PROSECUTE FOR VIOLA-
TIONS.

The Secretary, his assistants, agents, and inspeectors, shall investi-

ate and report violations of this chapter or of section 7302 to the

nited States Attorney for the district in which committed, who is
hereby charged with the duty of prosecuting the offenders, subject to
the direction of the Attorney General, as in the case of other offenses
against the laws of the United States; and the Secretary, his assist-
ants, agents, and inspectors, may swear out warrants before United
States commissioners or other officers or courts authorized to issue
warrants for the apprehension of such offenders, and may, subject to
the control of such United States attorney, conduct the prosecution
at the committing trial for the purpose of having the offenders held
for the action of a grand jury. Section 3041 of title 18 of the United
States Code is hereby made applicable in the enforcement of this
chapter and section 7302. Officers mentioned in section 3041 are
authorized to issue search warrants under the limitations provided in
chapter 205 of title 18 of the United States Code, and the Federal
Rules of Criminal Procedure.
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SEC. 5315. COMPLIANCE WITH COURT SUBPOENA AS TO TESTIFYING
OR PRODUCING RECORDS.

No person shall be excused, on the ground that it may tend to
ineriminate him or subject him to a penalty or forfeiture, from
attending and testifying, or producing books, papers, documents,
and other evidence in obedience to a subpoena of any court in any
suit or proceeding based on or growing out of any alleged violation
of this part or section 5686 ; but no natural person shall be prosecuted
or subjected to any penalty or forfeiture for or on account of any
transaction, matter, or thing as to which, in obedience to a subpoena
and under oath, he may so testify or produce evidence, but no person
shall be exempt from prosecution and punishment for perjury com-
mitted in so testifying.

SEC. 5316. FORM OF AFFIDAVIT, INFORMATION, OR INDICTMENT.

In any affidavit, information, or indictment for the violation of
this subchapter, or of section 5686, separate offenses may be united
in separate counts, and the defendant may be tried on all such offenses
at one trial and the penalty for all offenses may be imposed. It shall
not be necessary in any affidavit, information, or indictment to give
the name of the purchaser or to include any defensive negative aver-
ments, but it shall be sufficient to state that the act complained of
was then and there prohibited and unlawful, but this provision shall
not preclude the trial court from directing the furnishing to the
defendant of a bill of particulars when it deems it proper to do so.
SEC. 5317. APPLICABILITY OF OTHER LAWS.

(a) InterNAL Revenve Laws.—All administrative provisions of
internal revenue law, including those relating to assessment, collection,
abatement, and refund of taxes and penalties, and the seizure and
forfeiture of property, shall appl&t,o this part and section 5686 insofar
as they are not inconsistent with the provisions thereof.

(b{ Feperal Trape CommissioN Acr.—The provisions, including
penalties, of sections 9 and 10 of the Federal Trade Commission Act
(U. 8. C,, title 15, secs. 49, 50), as now or hereafter amended, shall
apply to the jurisdiction, powers, and duties of the Secretary under
this part, and section 5686, and to any person (whether or not a
corporation) subject to the provisions of this part or section 5686.

SEC. 5318. APPLICATION OF PART TO PUERTO RICO AND VIRGIN
ISLANDS,

This part, sections 5001 (a) (6), (8), and (b), 5004 (b), 5005 (c),
5007 (d), 5011 (e), 5686, and 7302, the penalties of special application
thereto, and all provisions of the internal revenue laws relating to the
enforcement thereof shall extend and apply to Puerto Rico and the
Virgin Islands. The respective insular governments shall advance
to Eﬁe Treasury of the United States such funds as Iml.ir be required
from time to time by the Secretary or his delegate for the purpose of
defraying all expenses incurred by the Treasury Department in
connection with the enforcement in Puerto Rico and the Virgin Islands
of this part, sections 5001 (a) (6), (8), and (b), 5004 (b), 5005 (c),
5007 (d), 5011 (e), 5686, and 7302, and regulations promulgated there-
under. The funds so advanced shall be deposited in a separate trust
fund in the Treasury of the United States and shall be available to the
Treasury Department for the purposes of this section.
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SEC. 5319. DEFINITIONS, ETC.
For purposes of this part or section 5686—

(1) The term “alcohol” means that substance known as ethyl
aleohol, hydrated oxide of ethyl, or spirit of wine, from whatever
source or whatever processes produced. Spirits of proof of less than
160 degrees may under regulations be deemed to be alcohol for the
purpose of denaturation.

(2) The term “container’” includes any receptacle, vessel, or form
of package, tank, or conduit used, or capable of use, for holding,
storing, transferring, or shipping alcohol.

(3) The term “application’” means a formal written request sup-
ported by a veriﬁeg statement of facts, showing that the Secretary
or his delegate may grant the request.

(4) The term “permit” means a formal written authorization by
the Secretary or his delegate, setting forth specifically therein the
things that are authorized.

(5) The term “bond’ means an obligation authorized or required
by or under this part or under part II of subchapter C of chapter 26
og the Internal Revenue Code of 1939, or any regulation there-
under, executed in such form and for such penal sum as may
have been or shall be required by the Secretary or his delegate or
prescribed by regulations.

(6) The term ‘“‘regulation” means any regulation prescribed by
the Secretary or his delegate for carrying out the provisions of this
part, and the Secretary or his delegate 1s authorized to make such
regulations.

(7) The term “articles’” means any substance or preparation in
the manufacture of which denatured alcohol or denatured rum is
used. This definition shall also apply to the term “articles” as
used in section 5001 (a) (6).

(8) The term ‘“‘person’’ means and includes natural persons, firms,
partnerships, corporations, and associations.

SEC. 5320. CROSS REFERENCES.

(1) For provisions relating to liability of proprietors of industrial
alcohol plants and bonded warehouses, see section 5005 (c).
For provisions relating to attachment of lien in case of aleohol,
see section 5004 Eb).
(3) For provisions relating to penalties and forfeitures, see sub-
chapter J.

PART II—DENATURATION

Sec. 5331. Withdrawal from bond free of tax.

Sec. 5332. Recovery of gpirits for reuse in manufacturing,

See. 5333. Sale of abandoned spirits for denaturation without eollec-
tion of tax.

Sec. 5334. Cross references.

SEC. 5331. WITHDRAWAL FROM BOND FREE OF TAX.
(a) For InpustriaL Usp—

(1) DENATURATION REQUIRED.—Domestic aleohol of such degree
of proof as may be prescribed by the Secretary or his delegate, may
be withdrawn from bond without the payment of internal revenue
tax, for use in the arts and industries, and for fuel, light, and power,
provided such alcohol shall have been mixed in the presence and
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under the direction of an authorized Government officer, after
withdrawal from the distillery warehouse, with methyl alcohol or
other denaturing material or materials, or admixture of the same,
suitable to the use for which the aleohol is withdrawn, but which
destroys its character as a beverage and renders it unfit for liquid
medicinal purposes; such denaturing to be done on the application
of any registered distillery in denaturing bonded warehouses specially
designated or set apart for dematuring purposes only, and under
conditions prescribed by the Secretary or his delegate.

(2) DENATURING MATERIALS.—The character and quantity of
such denaturing material and the conditions under which such
aleohol may be withdrawn free of tax shall be preseribed by the
Secretary or his delegate, who shall make all necessary regulations
for carrying into effect the provisions of this section.

(3) Recorps.—Distillers, manufacturers, dealers, and all other
persons furnishing, handling, or using alcohol withdrawn from bond
under this section shall keep such books and records, execute such
bonds, and render such returns as the Secretary or his delegate may
bﬁ regulations require. Such books and records shall be open at
all times to the inspection of any internal revenue officer or agent.
(b) For Use in ManuracTURE oF CaBMIcALS.—Notwithstanding

anything contained in subsection (a), domestic alcohol when suitably
denatured may be withdrawn from bond without the payment of
internal revenue tax and used in the manufacture of ether and chloro-
form and other definite chemical substances where said alcohol is
changed into some other chemical substance and does not appear in
the finished product as alcohol.

(¢) WrrEpRAWAL oF RuM.—Rum of not less than 150 degrees proof
may be withdrawn, for denaturation only, in accordance with sub-
section (a).

SEC. 5332. RECOVERY OF SPIRITS FOR REUSE IN MANUFACTURING.

Manufacturers employing processes in which alcohol or rum, used
free of tax under section 5331, is expressed or evaporated from the
articles manufactured, shall be permitted to recover such aleohol or
rum and to have such alcohol or rum restored to a condition suitable
solely for reuse in manufacturing processes under such regulations as
the Secretary or his delegate may prescribe.

SEC. 5333. SALE OF ABANDONED SPIRITS FOR DENATURATION WITH-
OUT COLLECTION OF TAX.

Notwithstanding any other provision of law, any distilled spirits
abandoned to the United States may be sold, in such cases as the Secre-
tary or his delegate may by regulation provide, to the proprietor of any
industrial alecohol plant for denaturation, or redistillation and denatur-
ation, without the payment of the internal revenue tax thereon.

SEC. 5334. CROSS REFERENCES.

(1) For penalty for unlawful use or concealment of denatured alechol,
see section 5647.

(2) For applicability of all provisions of law relating to alcohol that is
not denatured, including those requiring payment of tax, to denatured
alcohol, denatured rum or articles produced, withdrawn, sold, trans-
ported, or used in violation of law or regulations, see section 5001 (a) (6).
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Subchapter F—Bonded and Taxpaid Wine Premises

Part 1. Establishment.

Part I1. Operations.

Part II1. Cellar treatment and classification of wine.
Part IV. General.

PART I—ESTABLISHMENT

Sec. 5351. Bonded wine ecellar.

See. 5352. Taxpaid wine bottling house.

Sec. 5353. Bonded wine warehouse.

See. 5354. Bond.

Sec. 5355. General provisions relating to bonds.
Sec. 5356. Application.

See. 5357. Premises.

SEC. 5351. BONDED WINE CELLAR.

Any person establishing premises for the production, blending,
cellar treatment, storage, %ottling, packaging, or repackaging of un-
taxpaid wine (other than wine produced exempt from tax under sec-
tion 5042), including the use of wine spirits in wine production, shall,
before commencing operations, make application to the Secremg or
his delegate and ée gond and receive permission to operate. Such
premises shall be known as “bonded wine cellars”: I}:-awided, That
any such premises engaging in production operations may, in the
discretion of the Secretary or his delegate, be designated as a “bonded
winery”'.

SEC. 5352. TAXPAID WINE BOTTLING HOUSE.

Any person bottling, packaging, or repackaging taxpaid wines at
premlyseg other thanmE rgctifyiilggplant og a tgtp%id ﬁ?stiﬂed spirits
bottling house shall, before commencing such operations, make appli-
cation to the Secretary or his delegate and receive permission to
operate. Such premises shall be known as “taxpaid wine bottling
houses”.

SEC. 5353. BONDED WINE WAREHOUSE.

Any responsible warehouse company or other responsible person
may, upon filing application with the Secretary or his delegate and
consent of the proprietor and the surety on the bond of any bonded
wine cellar, uncﬂ;r regulations prescribec{ by the Secretary or his dele-
gate, establish on such premises facilities for the storage of wines and
allied products for credit purposes, to be known as a “bonded wine
warehouse”’. The proprietor of the bonded wine cellar shall remain
responsible in all respects for operations in the warehouse and the tax
on the wine or wine spirits stored therein.

SEC. 5354. BOND.

The bond for a bonded wine cellar shall be in such form, on such
conditions, and with such adequate surety, as regulation issued by the
Secretary or his delegate shall prescribe, and shall be in a penal sum
not less than the tax on any wine or wine spirits possessed or in

§ 5364



664 INTERNAL REVENUE CODE OF 1954

transit at any one time, but not less than $1,000 nor more than
$50,000: Provided, That where the tax on such wine and on such
wine spirits exceeds $250,000, the penal sum of the bond shall be
not more than $100,000: And provided further, That where additional
liability arises as a result of deferral of payment of tax payable on
any return, the Secretary or his delegate may require the proprietor
to file a supplemental bond in such amount as may be necessary to
protect the revenue. The liability of any person on any such bond
shall apply whether the transaction or operation on which the liability
of the proprietor is based occurred on or off the proprietor’s premises.

SEC. 5355. GENERAL PROVISIONS RELATING TO BONDS,

The provisions of section 5551 (relating to bonds) shall be applicable
to the bonds required under section 5354.
SEC. 5356. APPLICATION.
_ The application required by this part shall disclose, as regulations
issued bﬁ the Secretary or his delegate shall provide, such information
as may be necessary to enable the Secretary or his delegate to deter-
mine the location and extent of the premises, the type of operations
to be conducted on such premises, and whether the operations will be
in conformity with law and regulations.

SEC. 5357. PREMISES.

Bonded wine cellar premises, including noncontiguous portions
thereof, shall be so located, constructed and equipped, as to afford
adequate protection to the revenue, as regulations prescribed by the
Secretary or his delegate may provide.

PART II—OPERATIONS

See. 5361. Bonded wine cellar operations.

Sec. 5362. Removals of wine from bonded premises.
Sec. 56363. Taxpaid wine bottling house operations.
Bec. 5364. Standard wine premises.

Sec. 5365, Segregation of operations.

See. 5366. Supervision,

Sec. 5367. Records.

Bec. 5368. Gauging, marking, and stamping.

See. 5369. Inventories.

See, 5370. Losses,

See. 5371. Insurance coverage.

See. 5372. Sampling.

Bee. 5373. Wine spirits.

SEC. 5361, BONDED WINE CELLAR OPERATIONS.

In addition to the operations described in section 5351, the pro-
prietor of a bonded wine cellar may, subject to regulations prescribed
bﬁr the Secretary or his delegate, on such premises receive unmer-
chantable taxpaid wine for return to bond, reconditioning, or destruc-
tion; prepare for market and store commercial fruit products and by-
products not taxable as wines; produce or receive distilling material or
vinegar stock; produce or receive heavy bodied blending wines,
Spanish-type blending sherries, and similar wine products made from
fruit, with or without added wine spirits, and without added sugar,
subject to tax as wine but not for sale or consumption as beverage
wine; and such other operations as may be conducted in a manner
that will not jeopardize the revenue or conflict with wine operations.
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SEC. 5362. REMOVALS OF WINE FROM BONDED PREMISES.

Wine may be removed from bonded wine cellars subject to payment
of the tax. Wine may also be removed from the premises without
liability for tax being incurred by reason of such removal, under such
regulations and bonds as the Secretary or his delegate may deem
necessary to protect the revenue, for the following purposes:

(1) transfer to any bonded wine cellar; :

(2) export by the proprietor or by any authorized exporter;

(3) transfer to any foreign trade zone;

(4) use on vessels and aircraft;

(5) transfer to any eclass 6 customs manufacturing warehouse;

(6) use in the production of vinegar;

(7) distillation in any registered fruit distillery, registered dis-
tillery or industrial alcohol plant;

(8) experimental or research purposes by any secientific uni-
versity, college of learning, or institution of scientific research;

(9) use by or for the account of the proprietor or his agents for
analysis or testing, organoleptically or otherwise; and

(10) use by the Government of the United States or any agency
thereof, and for use for analysis, testing, research, or experimenta-
tion by the governments of the several States and Territories and
the District of Columbia or of any subdivision thereof or by any
agency of such governments. No bond shall be required of any
such government or agency under this paragraph.
SEC. 5363. TAXPAID WINE BOTTLING HOUSE OPERATIONS.

In addition to the operations described in section 5352, the pro-
prietor of a taxpaid wine bottling house may, subject to regulations
issued by the Secretary or his delegate, on such premises mix wine of
the same kind and taxable grade to facilitate handling; preserve, filter,
or clarify wine; and conduct operations not involving wine where such
operations will not jeopardize the revenue or conflict with wine opera-
tions. This subchapter shall apply to any wine received in any reeti-
fying plant or taxpaid distilled spirits bottling house for bottling,

ackv%'ing or repackaging, and to all operations relative thereto:

rovided, That any blending, mixing, or treatment of taxpaid wine,
other than as provided in this section or in section 5025 (e), shall
constitute taxable rectification.
SEC, 5364. STANDARD WINE PREMISES.

Except as otherwise specifically provided in this subchapter, no
proprietor of a bonded wine cellar or taxpaid wine bottling house
engagéd in producing, receiving, storing or using any standard wine,

produce, receive, store, or use any wine other than standard wine,
The limitation contained in the preceding sentence shall not, prohibit
the produetion or receipt of heavy bodied blending wine, Spanish-type
blending sherry or similar wine produets, high fermentation wines,
distilling material, or vinegar stock in any %)ond_ed wine cellar, as
authorized by section 5361.
SEC. 5365. SEGREGATION OF OPERATIONS.

The Secretary or his delegate may require by regulations such
segregation of operations within the premises, by partitions or other-
wise, as may be necessary to prevent jeopardy to the revenue, to
prevent confusion between untaxpaid wine operations and such other

§ 5365
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operations as are authorized in this subehapter, or to prevent sub-
stitution with respect to the several methods of producing effervescent
wines.

SEC. 5366. SUPERVISION.

The Secretary or his delegate may by regulations require that
operations at a bonded wine cellar or taxpaid wine bottling house be
supervised by & Government officer where necessary for the protection
of the revenue or for the proper enforcement of this subchapter.

SEC. 5367. RECORDS.

The proprietor of a bonded wine cellar or a taxpaid wine bottling
house shall keep such records and file such returns, in such form and
containing such information, as the Secretary or his delegate may
by regulations provide.

SEC. 5368. GAUGING, MARKING, AND STAMPING.

(a) GaveinG AND MarkiNg.—All wine or wine spirits shall be
locked, sealed, gauged, marked, branded, labeled, or otherwise
identiﬁed, in sucE manner as the Secretary or his delegate may by
regulations prescribe.

(b) Stamping,—Wines shall be removed in such containers (in-
cluding vessels, vehicles and pipelines) bearing such marks, labels
and stamps, evidencing compliance with this chapter, as the Secre-
tary or his &elegate may by regulations prescribe.

SEC. 5369. INVENTORIES. .

Each proprietor of premises subject to the provisions of this sub-
chapter shnﬁ take and report such inventories as the Secretary or his
delegate may by regulations prescribe.

SEC. 5370. LOSSES.

(a) GeneErAL.—Notwithstanding section 5041, no such tax shall be
collected in respect of any wines lost or destroyed while in bond,
except that such tax shall be collected —

(1) Trerr.—In the case of loss by theft, unless the Secretary or
his delegate shall find that the theft occurred without connivance,
collusion, fraud, or negligence on the part of the proprietor or other

erson responsible for the tax, or the owner, consignor, consignee,

Eailee, or carrier, or the agents or employees of any of them; and

(2) VorLuNTARY DESTRUCTION.—In the case of voluntary destruc-
tion, unless the wine was destroyed under Government supervision,
or on such adequate notice to, and approval by, the Secretary or
his delegate as regulations shall provide.

(b) Proor or Loss.—In any case in which the wine is lost or
destroyed, whether by theft or otherwise, the Secretary or his delegate
may require by regulations the proprietor of the bonded wine cellar
or other person responsible for the tax to file a claim for relief from
the tax and submit proof as to the cause of such loss. In every case
where it appears that the loss was by theft, the burden shall be on
the proprietor or other person responsible for the tax to establish
to the satisfaction of the Secretary or his delegate, that such loss did
not occur as the result of connivance, collusion, fraud, or negligence
on the part of the proprietor, owner, consignor, consignee, bailee, or
carrier or the agents, or employees of any of them.
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SEC. 5371. INSURANCE COVERAGE.

Any remission, abatement, refund, or credit of, or other relief from,
taxes on wines or wine spirits authorized by law shall be allowed only
to the extent that the claimant is not indemnified or recompensed for
the tax.

SEC. 5372. SAMPLING.

Under regulations prescribed by the Secretary or his delegate, wine
may be utilized in any bonded wine cellar for testing, tasting, or sam-
pling, free of tax.

SEC. 5373. WINE SPIRITS.

(a) In GeneraL.—The wine spirits authorized for use in wine pro-
duction shall include spirits or brandy produced from the distilling ma-
terial authorized for use in fruit distillery operations under section
5215, but shall not be reduced with water from distillation proof, nor
be distilled, unless regulat,ions otherwise provide, at less than 140
degrees proof: Provided, That commercial brandy aged in wood for a
period of not less than 2 years and barreled at not less than 100
deﬁrees proof shall be deemed wine spirits for the purpose of this
subsection.

(b) WrreEprAWAL oF WINE SPIRITS.—

(1) The proprietor of any bonded wine cellar may withdraw and
receive wine spirits without payment of tax from any registered
fruit distillery or internal revenue bonded warehouse, or from any
bonded wine eellar as provided in paragraph (2), for use in the
production of natural wine, for addition to concentrated or un-
concentrated juice for use in wine production, or for such other
uses as may be authorized in this subehapter.

(2) Wine spirits so withdrawn, and not used in wine production
or as otherwise authorized in this subchapter, may, as provided by
regulations prescribed by the Secretary or his delegate, be trans-
ferred to any internal revenue bonded warehouse or bonded wine
cellar, or ma.{l be tax paid and removed as provided by law.

(3) On such use, transfer, or taxpayment, the Secretary or his
delegate shall credit the proprietor witzlghe amount of wine spirits
so used or transferred or taxpaid and, in addition, with such pertion
of wine spirits so withdrawn, as may have been lost either in
transit or on the bonded wine cellar premises, to the extent allow-
able under section 5011 (a). Where the proprietor has used
wine spirits in actual wine production but in violation of the require-
ments of this subchapter, the Secretary or his delegate shall also
extend such credit to the wine spirits so used if the proprietor satis-
factorily shows that such wine spirits were not knowingly used in
violation of law,

(4) Suitable samples of brandy or wine spirits may, under regu-
lations preseribed by the Secretary or his delegate, be withdrawn
free of tax from any registered fruit distillery, internal revenue
bonded warehouse, bonded wine cellar, or authorized experimental
premises, for analysis or testing.
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PART III—CELLAR TREATN%P]I;}‘: AND CLASSIFICATION OF

Sec. 5381. Natural wine.

Sec. 5382, Cellar treatment of natural wine.

Sec. 5383. Amelioration and sweetening limitations for natural
grape wines,

Sec. 5384. Amelioration and sweetening limitations for natural fruit
and berry wines.

Sec. 5385. Specially sweetened natural wines,

Sec. 5386. Special natural wines.

Sec. 5387. Agricultural wines.

Sec. 5388. Designation of wines.

SEC. 5381. NATURAL WINE,

Natural wine is the product of the juice or must of sound, ripe
grapes or other sound, ripe fruit, made with such cellar treatment as
may be authorized under section 5382 and containing not more than
21 percent by weight of total solids. Any wine conforming to such
definition except for having become substandard by reason of its
condition shall be deemed not to be natural wine and shall, unless the
condition is corrected, be removed in due course for distillation,
destroyed under Government supervision, or transferred to premises
in which wines other than natural wine may be stored or used.

SEC. 5382. CELLAR TREATMENT OF NATURAL WINE.

(a) GeNErAL.—Proper cellar treatment of natural wine constitutes
those practices and procedures in the United States and elsewhere,
whether historical or newly developed, of using various methods and
materials to correct or stabilize the wine, or the fruit juice from which
it is made, so as to produce a finished product aceeptable in good
commercial practice. Where a particular treatment has been used in
customary commercial practice, it shall continue to be recognized as
a proper cellar treatment in the absence of regulations prescribed by
the Secretary or his delegate finding such treatment not to be a proper
cellar treatment within the meaning of this subsection.

(b) SemcrricanLy AurHORIZED TrREATMENTS.—The practices and
procedures specifically enumerated in this subsection shall be deemed
proper cellar treatment for natural wine:

(1) The preparation and use of pure concentrated or unconcen-
trated juice or must. Concentrated juice or must reduced with
water to its original density or to not less than 22 degrees Brix or
unconcentrated juice or must reduced with water to not less than
22 degrees Brix shall be deemed to be juice or must, and shall
include such amounts of water to clear crushing equipment as regu-
lations prescribed by the Secretary or his delegate may provide;

(2) The addition to natural wine, or to concentrated or uncon-
centrated juice or must, from one kind of fruit, of wine spirits
(whether or not taxpaid) distilled in the United States from the
same kind of fruit: Provided, That the wine, juice, or concentrate
shall not have an alcoholic content in excess of 24 percent by volume
after the addition of wine spirits, and that, in the case of still wines,
wine spirits may be added only to natural wines of the winemaker’s
own production made without added sugar or reserved as provided
in sections 5383 (b) and 5384 (b).
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(3) Amelioration and sweetening of natural grape wines in
acecordance with section 5383.

(4) Amelioration and sweetening of natural wines from fruits
other than grapes in accordance with section 5384.

(5) In the case of effervescent wines such preparations for refer-
mentation and for dosage as may be acceptable in good commercial
practice: Provided, That the alcoholic content of the finished prod-
uct shall not exceed 14 percent by volume.

(6) The natural darkening of the sugars or other elements in
juice, must or wine due to storage, concentration, heating processes,
or natural oxidation.

(7) The blending of natural wines with each other or with heavy-
bodied blending wine, concentrated or unconcentrated juice con-
taining wine spirits, from the same kind of fruit.

(8) The use of acids to correct natural deficiencies and to
stabilize the wine as may be acceptable in good commereial practice.
() OrHER AUTHORIZED TREATMENT.——T%B Secretary or his dele-

gate may by regulations prescribe limitations on the preparation and

use of clarifying, stabilizing, preserving, fermenting, and corrective

methods or materials, to the extent that such preparation or use is

not acceptable in good commerecial practice.

SEC. 5383. AMELIORATION AND SWEETENING LIMITATIONS FOR NAT-
URAL GRAPE WINES.

(a) SwerprTeNING oF GrRAPE WiNES.—Any natural grape wine made
under this section may, if not in reserve inventory as hereinafter
provided, be sweetened after fermentation and before taxpayment
with pure dry sugar if the sugar solids content of the finished wine
does not exceed 10 percent of the weight of the wine and the alcoholic
content of the finished wine after sweetening is less than 14 percent
by volume.

«(b) Hice Acip Wines.—

(1) Any natural grape wine of a winemaker’s own production
may, under this subsection, be ameliorated to correct high acid
content, and, whether or not ameliorated, may be reserved as
herein provided.

(2) To wines produced under this subsection there may be added
to the juice or to the wine, or both, before or during fermentation
(including wines held pursuant to regulation in intermediate storage
for oompﬁation of amelioration), ameliorating material consisting of
either water, or pure d_r]y sugar, or & combination of water and pure
dry sugar, in such total volume as may be necessary to reduce the
natural fixed acid content of the mixture of juice and such amelio-
rating material to a minimum of 5 parts per thousand (calculated
before fermentation and as tartaric acid), but in no event shall the
volume of such ameliorating material exceed 35 percent, of the total
volume of such ameliorated juice (calculated exclusive of pulp); and
the wine so made shall be transferred to a reserve inventory estab-
lished as regulation issued by the Secretary or his delegate shall
require: Provided, That such wine containing less than 14 percent
alcohol by volume after  complete fermentation or after complete
fermentation and sweetening, need not be transferred into reserve
inventory if all claim to further amelioration is waived.
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(3) The wines in the reserve inventory may be sweetened with
dry sugar in an amount not exceeding, for the aggregate of the
inventory—

(1) the dry sugar equivalent of any volume of authorized
ameliorating material not used for wine so transferred, plus

(i1) nine-tenths pound of dry sugar for each gallon of wine so
transferred and such unused ameliorating material combined.
(4) Wines so reserved may be blended together, sweetened with

pure dry sugar to the extent provided in paragraph (3) or with
concentrated or unconcentrated grape juice, and may have wine
spirits added if such wine contains less than 14 percent of alcohol
by volume at the time of such addition (unless wine spirits were
previously added). Any wines withdrawn from reserve inventory
shall have an alcoholic content of less than 14 percent by volume
and a total solids content not exceeding 21 percent by weight,
exeept that, if wine spirits have been added and the alcoholic con-
tent is 14 percent by volume or more, the sugar solids content shall
not exceed 15 percent by weight.

(6) The winemaker shall maintain and balance for his reserve
inventory such accounts as regulations issued by the Secretary or
his delegate shall prescribe.

SEC. 5384, AMELIORATION AND SWEETENING LIMITATIONS FOR NAT-.
URAL FRUIT AND BERRY WINES.

(a) In Gengran.—To natural wine made from berries or fruit other
than grapes, pure dry sugar may be added to the juice in the fermenter,
or to the wine after fermentation: Provided, That such wine shall have
less than 14 percent alcohol by volume after complete fermentation
or after complete fermentation and sweetening, and a total solids
content not in excess of 21 percent by weight.

(b) Reserve Fruir Axp Berry WiINES.—

(1) Any natural fruit or berry wine (other than grape wine) of
a winema{er’s own production may, if not made under subsection
(a) of this section, be ameliorated to correct high acid content,
and, whether or not ameliorated, may be reserved as herein pro-
vided. Separate reserve inventories shall be established for wines
made from each different kind of fruit.

(2) To wines made under this subsection there may be added,
for the purpose of correcting natural deficiencies, sufficient pure
dry sugar to adjust the juice to a total solids content, prior to fer-
mentation, of not more than 23 degrees (Brix). Thereafter the
wine shall be treated and accounted for as provided in section
5383 (b), covering the production of reserved high acid grape
wines, except that—

(A) Natural fixed acid shall be calculated as malic acid for
apple wine and as citric acid for other fruit and berry wines,
instead of tartaric acid;

(B) Juice adjusted with pure dry sugar as provided in this
paragraph shall be treated in the same manner as original
natural juice under the provisions of section 5383 (b);

(C) Wines made under this subsection may be withdrawn from
reserve inventory with a total solids content of not more than
Zédpsrcent. by weight, whether or not wine spirits have been
added;
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(D) Wines made exclusively from loganberries, currants, or
gooseberries, shall be entitled to a volume of ameliorating material
not in excess of 60 percent (in lieu of 35 percent).

SEC. 5385. SPECIALLY SWEETENED NATURAL WINES.

(a) Specially sweetened natural wine is the product made by
adding to natural wine of the winemaker’s own production a sufficient
quantity of pure dry sugar, or juice or concentrated juice from the
same kind of fruit, separately or in combination, to produce a finished
product having a sugar soﬁds content in excess of 15 percent by
weight and an aleoholic content of less than 14 percent by volume,
and shall include extra sweet kosher wine and similarly heavily
sweetened wines.

(b) The winemaker may blend specially sweetened natural wine
from the same kind of fruit either before or after the special sweeten-
ing, or with additional natural wine or heavy bodied blending wine
from the same kind of fruit in the further production of specially
sweetened natural wine only, and may cellar treat any such wines as
provided in section 5382 (c). Wine spirits may not be added to
specially sweetened natural wine, nor may such wine be blended
except to produce a specially sweetened natural wine.

SEC. 5386. SPECIAL NATURAL WINES.

(a) Special natural wines are the produets made, pursuant to a
formula approved under this section, from a base of natural wine
(including heavy bodied blending wine) exclusively, with the addition,
before, during or after fermentation, of natural flerbs, spices; fruit
juices, aromatics, essences, and other natural flavorings in such
quantities or proportions as to enable such products to be distinguished
from any natural wine not so treated, and with or without ecarbon
dioxide naturally or artificially added, and with or without the
addition, separately or in combination, of pure dry sugar or a solution
of pure dry sugar and water, or caramel. No added wine spirits or
alcohol or other spirits shall be used in any wine under this section
‘except as may be contained in the natural wine (including heavy
bodied blending wine) used as a base or except as may be necessary
in the production of approved essences or similar approved flavorings.
The Brix degree of any solution of pure dry sugar and water used
may be limited by regulations prescribed by the Secretary or his
delegate in accordance with good commercial practice.

(b) Special natural wines may be cellar treated as provided in
section 5382 (c).

SEC. 5387. AGRICULTURAL WINES.

(a) Wines made from agricultural products other than the juice of
fruit shall be made in accordance with good commercial practice as
may be prescribed by the Secretary or his delegate by re%ulat.ions.
Wines made in accordance with such regulations shall be classed as
“standard agricultural wines”. Wines made under this section may
be cellar treated as provided in section 5382 (c).

(b) No wine spirits may be added to wines produced under this
section, nor shall any coloring material or herbs or other flavoring
Smte_rial (except hops in the case of honey wine) be used in their pro-

uction.
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(¢) Wine from different agricultural commodities shall not be
blended together.

SEC. 5388. DESIGNATION OF WINES.

(a) Standard wines may be removed from premises subject to the
provisions of this subchapter and be marked, transported, and sold
under their proper designation as to kind and origin, or, if there is no
such designation known to the trade or consumers, then under a truth-
ful and adequate statement of composition.

(b) Wines other than standard wines may be removed for consump-
tion or sale and be marked, transported or sold only under such desig-
nation as to kind and origin as adequately describe the true composi-
tion of such products and as adequately distinguish them from stand-
ard wines, as regulations prescribed by the Secretary or his delegate
shall provide.

PART IV—GENERAL

Sec. 5391. Exemption from rectifying and spirits taxes.
See. 5392, Definitions.

SEC. 5391. EXEMPTION FROM RECTIFYING AND SPIRITS TAXES.

Notwithstanding any other provision of law, the taxes imposed by
sections 5001 and 5021 on distilled spirits generally and on rectified
spirits and wines shall not, except as provided in this subchapter, be
assessed, levied, or collected from the proprietor of any bonded wine
cellar with respect to his use or treatment of wine, or use of wine spirits
in wine production, in such premises: Provided, That whenever wine or
wine spirits are used in violation of this subchapter the appropriate tax
shall be collected unless the proprietor satisfactorily shows that such
wine or wine spirits were not knowingly used in viof;tion of law.

SEC. 5392. DEFINITIONS,

(a) Sranparp Wine.—For purposes of this subchapter the term
“standard wine'” means natural wine, specially sweetened natural
wine, special natural wine and standard agricultural wine, produced
in accordance with the provisions of sections 5381, 5385, 5386, and
5387, respectively.

(b) Heavy Bopiep Brenping Wine.—For purposes of this sub-
chapter the term “heavy bodied blending wine”” means wine made
from fruit without added sugar, and with or without added wine
spirits, and conforming to the definition of natural wine in all respects
except as to maximum total solids content.

(¢) Pure Sucar.—For purposes of this subchapter the term “pure
sugar’” means pure refined cane or beet sugar, or pure refined anhy-
drous or monohydrate dextrose sugar, of not less than 95 percent
purity calculat-eg on a dry basis: Provided, That invert sugar syrup
produced from such pure sugar by recognized methods of inversion
may be used to prepare any sugar syrup, or solution of water and
pure sugar, authorized in this subchapter.

(d) Toran Sovips.—For purposes of this subchapter the term
“‘total solids”, in the case of wine, means the degrees Brix of the
dealcoholized wine.

(e) Samr Kinp or Frurr.—For purposes of this subchapter the
term “same kind of fruit”’ includes, in the case of grapes, all of the
several species and varieties of grapes. In the case of fruits other
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than grapes, this term includes all of the several species and varieties
of any given kind: Provided, That this shall not preclude a more
precise identification of the composition of the product for the purpose
of its designation. ;

(f) Own Propucrion.—For purposes of this subchapter the term
“own production”, when used with reference to wine in a bonded
wine ceﬁar, means wine produced by fermentation in the same bonded
wine cellar.
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Subchapter G—Breweries

Part I. Establishment.
Part II. Operations.

PART I—ESTABLISHMENT

Sec. 5401. Qualifying documents.
Sec. 5402, finitions,
Sec. 5403. Cross references.

SEC. 5401. QUALIFYING DOCUMENTS.

(a) Norice.—Every brewer shall, before commencing or continuing
business, file with the officer designated for that purpose by the Sec-
retary or his delegate a notice in writing, in such form and containing
such information as the Secretary or his delegate shall by regulations
prescribe as necessary to protect and insure collection of the revenue.

(b) Bonps.—Every brewer, on filing notice as provided by sub-
section (a) of his intention to commence business, shall execute a
bond to the United States in such reasonable penal sum as the Secre-
tary or his delegate shall by regulation prescribe as necessary to
protect and insure collection of the revenue. The bond shall be
conditioned that the brewer shall pay, or cause to be paid, as herein
provided, the tax required by law on all beer, including all beer
removed for transfer to the brewery from other breweries owned by
him as provided in section 5414; and that he shall pay or cause to
be paid the tax on all beer removed free of tax for export as provided
in section 5053 (a), which beer is not exported or returned to the
brewery; and that he shall in all respects faithfully comply, without
fraud or evasion, with all requirements of law relating to the pro-
duction and sale of any beer aforesaid. Once in every 4 years, or
whenever required so to do by the Secretary or his delegate, the
brewer shall execute a new bond in the penal sum presecribed in
pursuance of this section, and conditioned as above provided, which
bond shall be in lieu of any former bond or bonds of such brewer in
respect to all liabilities accruing after its approval.

SEC, 5402, DEFINITIONS.

(a) BrEwerRY.—The brewery shall consist of the land and buildings
described in the brewer’s notice.

(b) BREWER.—

For definition of brewer, see section 5092,

SEC. 5403. CROSS REFERENCES.
(1) For authority of Secretary or his delegate to disapprove brewers’
bonds, see section 5551.
(2) For authority of Secretary to require the installation and use of
meters, tanks, and other sspara.tus, see section 5552.
. &3)81“2; |:}§poslt of United States bonds or notes in lieu of sureties, see
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PART II—OPERATIONS

Sec. 5411. Use of brewery.

See. 5412, Removal of heer in containers or by pipeline.

Sec. 5413. Brewers procuring beer from other brewers.

See. 5414, Removals from one brewery to another belonging to the
same brewer.

See. 5415. Records and returns.

Sec. 5416. Definitions of bottle and bottling.

SEC. 5411. USE OF BREWERY.

The brewery shall be used under regulations to be prescribed by the
Secretary or his delegate only for the purpose of producing beer,
cereal beverages containing less than one-half of 1 percent of alcohol
by volume, vitamins, ice, malt, malt sirup, and other by-produects; of
bottling beer and cereal beverages; of ing spent grain from the
brewery; of recovering carbon dioxide and yeast; of producing and
bottling soft drinks; and for such other purposes as the Secretary or
his delegate by regulation may find will not jeopardize the revenue,
The bottling of beer and cereal beverages shall be conducted only in
the brewery bottle house which shall consist of a separate portion of
the brewery designated for that purpose.

SEC. 5412, REMOVAL OF BEER IN CONTAINERS OR BY PIPELINE.

Beer may be removed from the brewery for consumption or sale
only in hogsheads, barrels, kegs, bottles, and similar containers,
marked, branded, and labeled in such manner as the Secretary or his
delegate may by regulation require: Provided, That beer may be re-
moved from the brewery by pipeline to contiguous industrial aleohol
plants under section 5309.

SEC. 5413. BREWERS PROCURING BEER FROM OTHER BREWERS.

A brewer, under such regulations as the Secretary or his delegate
shall prescribe, may obtain beer in his own hogsheads, barrels, and
kegs, marked with his name and address, from another brewer, with
taxpayment thereof to be by the producer in the manner presecribed
by section 5055.

SEC. 5414, REMOVALS FROM ONE BREWERY TO ANOTHER BELONG-
ING TO THE SAME BREWER.

Beer may be removed from one brewery to another brewery belong-
ing to the same brewer, without payment of tax, and may be mingled
with the beer of the second brewery, subject to such conditions, includ-
ing payment of tax, and in such containers, as the Secretary or his
delegate by regulations shall preseribe.

SEC. 5415. RECORDS AND RETURNS.

(a) Recorps.—Every brewer shall keep records, in such form and
containing such information as the Secretary or his delegate shall
prescribe by regulation as necessary for protection of the revenue.
These records shall be preserved for a period of at least two years
after the date of the transactions to which they relate, and shall be
available during business hours for examination and taking of abstracts
therefrom by any internal revenue officer.

(b) Rerurns.—Every brewer shall make true and accurate returns
of his operations and transactions in the form, at the times, and for
such periods as the Secretary or his delegate shall by regulation
prescribe.
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SEC. 5416, DEFINITIONS OF BOTTLE AND BOTTLING.

For purposes of this subchapter, the word “bottle’” means a bottle,
can, or similar container, and the word “bottling’’ means the filling of
bottles, cans, and similar containers.
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Subchapter H—Miscellaneous Plants and Warehouses

Part 1. Vinegar factories.
Part 11, Volatile fruit-flavor concentrate plants.
Part I11. Manufacturing bonded warehouses.

PART I—VINEGAR FACTORIES

See. 5501. Establishment and operation.
Sec. 5502. Distilled vinegar.

SEC, 5501, ESTABLISHMENT AND OPERATION.
For provisions pertaining to the establishment and operation of vinegar
factories, see section 5216.
SEC. 5502. DISTILLED VINEGAR.
Nothing in this chapter shall require manufacturers of distilled
vinegar to raise the proof of any aleohol used in such manufacture or
to denature the same.

PART II—-VOLATILE FRUIT-FLAVOR CONCENTRATE PLANTS

Seec. 5511. Establishment and operation.
Sec. 5512. Control of produets after tax-free manufacture.
SEC. 5511. ESTABLISHMENT AND OPERATION.

This chapter (other than sections 5171, 5173 (e¢), and 5174 and
other than sections 5196 (b), (¢), and (d), and 5552) shall not be
applicable with respect to the manufacture, by any process which
includes evaporations from the mash or juice of any fruit, of any
volatile fruit-flavor concentrate if—

(1) such concentrate, and the mash or juice from which it is
produced, contains no more alcohol than is reasonably unavoidable
in the manufacture of such concentrate; and

(2) such concentrate is rendered unfit for use as a beverage before
removal from the place of manufacture; and

(3) the manufacturer thereof keeps such records, renders such
reports, files such bonds, and complies with such other regulations
with respeect to the production, removal, sale, transportation, and
use of such concentrate and of the mash or juice from which such
concentrate is produced, as the Secretary or his delegate may
£rescl:ibe as necessary for the protection of the revenue imposed

y this chapter.

SEC. 5512. CONTROL OF PRODUCTS AFTER TAX-FREE MANUFACTURE.

For applicability of all provisions of this chapter pertaining to distilled

spirits and wines, including those requiring payment of tax, to volatile

fruit-flavor concentrates sold, transported, or used in violation of law or
regulations, see section 5001 (a) (7).
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PART INII—MANUFACTURING BONDED WAREHOUSES

Bec. 5521. Establishment and operation.

Sec. 5522. Withdrawal of distilled spirits to manufacturing bonded
warehouse,

See. 5523. Special provisions relating to distilled spirits and wines
rectified in manufacturing bonded warehouses.

SEC. 5521. ESTABLISHMENT AND OPERATION.

(a) EstaBrLisaMENT.—AIll medicines, preparations, compositions,
perfumery, cosmetics, cordials, and other liquors manufactured
wholly or in part of domestic spirits, intended for exportation, as
provided by law, in order to be manufactured and sold or removed,
without being charged with duty and without having a stamp affixed
thereto, shall, under such regulations as the Secretary or his delegate
may prescribe, be made and manufactured in warehouses similarly
constructed to those known and designated in Treasury regulations
as bonded warehouses, class six: Provided, That such manufacturer
shall first give satisfactory bonds to the Secretary or his delegate for
the faithfu% observance of all the provisions of law and the regulations
as aforesaid, in amount not less than half of that required by the
regulations of the Secretary or his delegate from persons allowed
bonded warehouses.

(b) Surervision.—All labor performed and services rendered under
this section shall be under the supervision of an officer of the customs,
and at the expense of the manufacturer.,

(¢) MarERIALS FOR MANUFACTURE.—

(1) ExpPoRTABLE FREE OF TAX.—Any manufacturer of the articles
specified in subsection (a), or of any of them, having such bonded
warehouse, shall be at liberty, under such regulations as the Secre-
tary or his delegate may prescribe, to convey therein any materials
to be used in such manufacture which are allowed by the provisions
of law to be exported free from tax or duty, as well as the necessary
materials, implements, packages, vessels, brands, and labels for the
preparation, putting up, and export of such manufactured articles;
and every article so used shall be exempt from the payment of
stamp and excise duty by such manufacturer. Articles and ma-
terials so to be used may be transferred from any bonded ware-
house under such regulations as the Secretary or his delegate may
prescribe, into any bonded warehouse in which such manufacture
may be conducted, and may be used in such manufacture, and when
so used shall be exempt from stamp and excise duty; and the
receipt of the officer in charge shall be received as a voucher for
the manufacture of such articles.

(2) ImpOoRTED MATERIALS.—Any materials imported into the
United States may, under such regulations as the Secretary or his
delegate may preseribe, and under the direction of the proper officer,
be removed in original packages from on shipboard, or from the
bonded warehouse in which the same may be, into the bonded ware-
house in which such manufacture may be carried on, for the purpose
of being used in such manufacture, without payment of duties there-
on, and may there be used in such manufacture. No article so re-
moved, nor any article manufactured in said bonded warehouse,
shall be taken therefrom except for exportation, under the direction
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of the proper officer having charge thereof, whose certificate, de-
seribing the articles by their mark or otherwise, the quantity, the
date of importation, and name of vessel, with such additional par-
ticulars as may from time to time be required, shall be received by
the collector of customs in cancellation of the bond, or return of
the amount of foreign import duties.

(d) Removars.—

(1) In ceNErAL—Such goods, when manufactured in such
warehouses, may be removed for exportation under the direction of
the proper officer having charge thereof, who shall be designated by
the Secretary or his delegate, without being charged with duty and
without having a stamp affixed thereto.

(2) TRANSPORTATION FOR EXPORT.—Any article manufactured
in a bonded warchouse established under subsection (a) may be
removed therefrom for transportation to a customs bonded ware-
house at any port, for the purpose only of being exported therefrom,
under such regulations and on the execution of such bonds or other
security as the Secretary or his delegate may prescribe.

SEC. 5522. WITHDRAWAL OF DISTILLED SPIRITS TO MANUFACTUR-
ING BONDED WAREHOUSES

(a) AvreorIZATION.—Under such regulations and requirements as
to stamps, bonds, and other security as shall be prescribed by the
Secretary or his delegate, any manufacturer of medicines, prepara-
tions, compositions, perfumeries, cosmetics, cordials, and other
liquors, for export, manufacturing the same in a duly constituted
manufacturing warehouse, shall be authorized to withdraw, from any
internal revenue bonded warehouse, so much distilled spirits as he
may require for such purpose, without the payment of the internal
revenue tax thereon.
~ (b) ALLowANcE FOoR Loss or LEAKAGE.—Section 5011 (a) (relating
to distilled spirits lost or destroyed in bond) shall apply to spirits
withdrawn for transportation to- manufacturing bonded warehouses
under subsection (a).

SEC. 5523. SPECIAL PROVISIONS RELATING TO DISTILLED SPIRITS
A AND WINES RECTIFIED IN MANUFACTURING BONDED
WAREHOUSES. ;

Distilled spirits and wines which are rectified in manufacturing
bonded warehouses, class six, and distilled spirits which are reduced in
proof and bottled or packaged in such warehouses, shall be deemed
to have been manufactured within the meaning of section 311 of the
Tariff Act of 1930 (19 U. 8. C, 1311), and may be withdrawn as pro-
vided in such section, and likewise for shipment in bond to Puerto
Rico, subject to the provisions of such section, and under such regula-
tions as the Secretary or his delegate may prescribe, there to be with-
drawn for consumption or be rewarehoused and subsequently with-
drawn for consumption: Provided, That no internal revenue tax shall
be imposed on distilled spirits and wines rectified in class six ware-
houses if such distilled spirits and wines are exported or shipped in
accordance with such section, and that no person rectifying dis-
tilled spirits or wines in such warehouses shall be subject by reason of
such rectification to the payment of special tax as a rectifier.

§ 5523



680 INTERNAL REVENUE CODE OF 1954

Subchapter I—Miscellaneous General Provisions

Sec. 55651. General provisions relating to honds.

Sec. 5552. Installation of meters, tanks, and other apparatus.
Sec. 5553. Supervision of premises and operations.

Sec. 5554. Pilot plant operations.

See. 5555, Records, statements, and returns.

Sec. 5556. Regulations.

Sec. 5557. Other provisions applicable.

SEC. 5551. GENERAL PROVISIONS RELATING TO BONDS.

(a) ApprovaL As Conprrion 1o CommenciNG BusiNness.—No indi-
vidual, firm, partnership, corporation, or association, intending to
commence or to continue the business of a distiller, rectifier, brewer,
or winemaker, shall commence or continue the business of a distiller,
rectifier, brewer, or winemaker until all bonds in respect of such a
business, required by any provision of law, have been approved by
the Secretary or the officer designated by him. :

(b) Disarprovar.—The Secretary or any officer designated by him
may disapprove any such bond or bonds if the individual, firm,
partnership, corporation, or association giving such bond or bonds, or
owning, controlling, or actively participating in the management of
the business of the individual or firm, partnership, corporation, or
association giving such bond or bonds, shall have been previously
convicted, in a court of competent jurisdiction, of—

(1) any fraudulent noncompliance with any provision of any
law of the United States, if such provision related to internal-
revenue or customs taxation of distilled spirits, wines, or beer,
or if such an offense shall have been compromised with the indi-
vidual, firm, partnership, corporation, or association on payment
of penalties or otherwise, or

(2) any felony under a law of any State, Territory, or the District
of Columbia, or the United States, prohibiting If:{e manufacture,
sale, importation, or transportation of- distilled spirits, wine, beer,
or other intoxicating liquor. '
(¢) ArrEarL From %mannovm.—-ln case the disapproval is b

an officer designated by the Secretary to approve or disapprove suc
bonds, the individual, firm, partnership, corporation, or association
giving the bond may appeal from such disapproval to the Secretary
or an officer designated by him to hear such appeals, and the dis-
approval of the bond by the Secretary or officer designated to hear
such appeals shall be final.

SEC. 5552. INSTALLATION OF METERS, TANKS, AND OTHER AP-

PARATUS.

The Secretary or his delegate is authorized to require at distilleries
breweries, rectifying plants, and at any other premises establishe
pursuant to this chapter as in his judgment may be deemed advisable,
the installation of meters, tanks, pipes, or any other apparatus for the
purpose of protecting the revenue, and such meters, tanks, and pipes
and all necessary labor incident thereto shall be at the expense of the
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person on whose premises the installation is required. Any such

person refusing or neglecting to install such apparatus when so re-
uired by the Secretary or his delegate shall not be permitted to con-

guct business on such premises.

SEC. 5553. SUPERVISION OF PREMISES AND OPERATIONS.

(a) AssiGNMENT OF STOREKEEPER-GAUGERS.—The Secretary or
his delegate is authorized to assign to any premises established under
the provisions of this chapter such number of storekeeper-gaugers as
may be deemed necessary.

({) Funcrions oF SToREKEEPER-GAUGER.—When used in this
chapter, the term “storekeeper-gauger” means the internal revenue
officer assigned by the Secretary or his delegate to duties at premises
established and operated under the provisions of this chapter.

SEC. 5554. PILOT PLANT OPERATIONS.

For the purpose of facilitating the development and testing of
improved methods of governmental supervision (necessary for the
protection of the revenue) over distilleries, internal revenue bonded
warehouses, rectifying plants, industrial alcohol plants, industrial
alcohol bonded warehouses, industrial alcohol denaturing plants, or
similar premises established under this chapter or of chapter 26 of the
Internal Revenue Code of 1939, the Secretary or his delegate is
authorized to waive any regulatory provisions of this chapter for
temporary pilot or experimental operations. Nothing in this section
shall be construed as authority to waive the filing of any bond or the
payment of any tax provided for in this chapter. The authority
under this section shall terminate on December 31, 1955.

SEC. 5555. RECORDS, STATEMENTS, AND RETURNS.

(a) GeneEraL.—Every person liable to any tax imposed by this
chapter, or for the collection thereof, or for the affixing of any stamp
required to be affixed by this chapter, shall keep such records, render
such statements, make such returns, and comply with such rules and
regulations, as the Secretary or his delegate may preseribe.

(b) AvurHorITY TO WAIlvE.—Whenever in this chapter any record
is required to be made or kept, or statement or return is required to
be made by any person, the Secretary or his delegate may by regula-
tion waive, in whole or in part, such requirement when he deems such
requirement to no longer serve a necessary purpose: Provided, That
this subsection shall not be construed as authorizing the waiver of
the payment of any tax.

SEC. 5556. REGULATIONS.

The Secretary or his delegate shall prescribe all regulations neces-
sary for the enforcement of this chapter.
SEC. 5557. OTHER PROVISIONS APPLICABLE.

All provisions of subtitle F, insofar as applicable (and not incon-
sistent with the provisions of this subtitle), are hereby extended to
and made a part of this subtitle.
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Subchapter J—Penalties, Seizures, and Forfeitures Relating

§ 6601

to Liquors

Part I, Penalty, seizure, and forfeiture provisions applicable to

distilling, rectifying, and distilled and rectified producis.

Part II. Penalty and forfeiture provisions applicable to wine and

wine production.

Part III. Penalty, seizure, and forfeiture provisions applicable to

r and brewing.

Part IV. Pel'lalty, seizure, and forfeiture provisions ecommon to

liquors

Part V. Penalties and forfeitures applicable to oceupational taxes.

PART I—PENALTY, SEIZURE, AND FORFEITURE PROVISIONS
APPLICABLE TO DISTILLING, RECTIFYING, AND DISTILLED
AND RECTIFIED PRODUCTS

See.

See.

See.
Sec.
Sec.
Sec.

See.

5601.

. 5602,
. 5603.

. 5604.
. 5605.
. 5606.
. 5607,
. 5608.
. 5609.
. 5610.

. 5611.

5612.

. 5613.
. 5614,

5615.

. 5616.

5617,

. b618,
. 5619,

5620.

. 5621.

5622,
5623.
5624,
5625.

5626.

Penalty and forfeiture for possession of unregistered still
or disti]lin¥ apparatua.

Penalty and forfeiture for setting up still without permit.
Penalty for failure or refusal of distiller or rectifier to
give notice of intention to engage in such business,
Penalty and forfeiture for failure or refusal of distiller to

give bond,

Penalty for improper approval of distiller’s bond.

Penalty and forfeiture for distilling without giving bond.

Penalty for distilling on prohibiteg premises.

Penalty for making or fermenting mash on unauthorized
premises; illegal use of spirits; unlawful removal of
vinegar; etc.

Penalty relating to return of materials used in the man-
ufacture of distilled spirits.

Penalty for using unregistered materials for producing
spirits.

Penalty for using false weights and measures,

Penalty for using material or removing spirits without
supervision.

Penalty for distilling during prohibited hours.

Penalty and forfeiture for removal of spirits during
prohibited hours. ;

Penalty for refusal or neglect of distillers and rectifiers
to give assistance to officers.

Penalty for obstructing or refusing to admit officer fo
distillery premises.

Penalty for failure to keep distillery accessible.

Penalty for failure of distiller to identify fixed pipes.

Penalty for refusal or neglect to draw off water and clean
condensers or worm tanks.

Penalty and forfeiture for false or omitted entries in
distiller’s books and records.

Penalty relating to records and returns of distiller as
wholesaler dealers, rectifiers, and wholesale dealers.
Disposal of forfeited equipment and material for distilling.

Destruetion of distilling apparatus.

Release of distillery before judgment.

Forfeiture of tax-paid distilled spirits remaining on dis-
tillery premises.

Penalty and forfeiture for tax fraud by distiller.
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Sec. 5627. Penalty for unlawful use of rectifying premises.

Sec. 5628. Penalty for rectification without payment of tax, increas-
ing volume, ete.

See. 5629. Penalty for unlawful rectifying.

Sec. 5630. Penalty for noncompliance by rectifiers with provisions
relating to rectifying, gauging, branding, and stamping.

Bec. 5631. Penalty and forfeiture for failure to comply with ware-
housing and removal requirements.

Sec. 5632. Penalty and forfeiture for unlawful removal or conceal-
ment of spirits.

Sec. 5633. Penalty of officer in charge of warehouse for unlawful
removal of spirits.

See. 5634. Penalty and forfeiture for ereation of fictitious proof.

See, 5635, Penalty for buying or selling used casks bearing inspec-
tion marks.

Sec. 5636. Penalty and forfeiture for failure to efface, ete., stamps
and brands on emptied packages.

Sec. 5637, Penalty for changing stamps or shifting spirits.

Sec. 5638. Penalty and forfeiture for affixing imitation stamps on
packages of distilled spirits.

Sec. 5639, Forfeiture of distilled spirits in unstamped casks or
packages.

Sec. 5640. Forfeiture of spirits in unstamped containers.

Sec. 5641, Penalty and forfeiture relating to containers of distilled
spirits.

Sec. 5642, Pen{:ﬂties for transporting, possessing, ete., distilled spirits
in unstamped containers, or counterfeiting of stamps,

ete.

See. 5643. Penalty and forfeiture for reuse of stamps or bofttles,
tampering and unlawful removal.

Sec. 5644, Penalty for counterfeiting bottled in bond stamps.

Sec. 5645, Penalty for unlawful affixing, cancelling, or issue of
stamps by officer.

Sec. 5646. Penalty for evasion of distilled spirits tax.

Sec. 5647, Penalty and forfeiture for unlawful use or concealment
of denatured aleohol.

Sec. 5648. Penalty and forfeiture for fraudulent claims for export
drawback or unlawful relanding.

Sec. 5649. Burden of proof in case of seizure of spirits.

See. 5650. Penalty and forfeiture for operating distillery after giving
notice of suspension.

SEC. 5601. PENALTY AND FORFEITURE FOR POSSESSION OF UNREG-
ISTERED STILL OR DISTILLING APPARATUS.

Every still or distilling apparatus not registered as required by
section 5174, together with all personal property in the possession
or custody, or under the control of the person required by section 5174
to register the still or distilling apparatus, and found in the building,
or in any yard or inclosure connected with the building in Wl:lptﬁl
the same may be set up, shall be forfeited. Every person having
in his possession or custody, or under his control, any still or distilling
apparatus set up which is not registered, as required by section 5174,
shall pay a penalty of $500, and shall be fined not more than $1,000,
and imprisoned not more than 2 years.

SEC. 5602. PENALTY AND FORFEITURE FOR SETTING UP STILL WITH-
OUT PERMIT.

Any person who sets up any still, boiler, or other vessel, to be used
for the purpose of distilling spirits, without first obtaining a permit
from the Secretary or his delegate, as required by section 5105 (a),
or who fails to give the notice required by such section, shall pay in
either case the sum of $500, and shall forfeit the distilling apparatus
thus removed or set up in violation of law.
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SEC. 5603. PENALTY FOR FAILURE OR REFUSAL OF DISTILLER OR
RECTIFIER TO GIVE NOTICE OF INTENTION TO ENGAGE
IN SUCH BUSINESS. ‘

Every person engaged in, or intending to be engaged in, the busi-
ness of a distiller or rectifier, who fails or refuseélgto give notice, as
required by sections 5175 (a) and 5271 (a), shall pay a penalty of
$1,000 and shall be fined not more than $2,000; and every person
who gives a false or fraudulent notice shall, in addition to such
penalty or fine, be imprisoned not more than 2 years.

SEC. 5604. PENALTY AND FORFEITURE FOR FAILURE OR REFUSAL OF
DISTILLER TO GIVE BOND.

Every person who fails or refuses to give the bond required by
seetion 5176 (a), or to renew the same, or who gives any false, forged,
or fraudulent bond, shall forfeit the distillery, distiling apparatus,
and all real estate and premises connected therewith, and shall be
fined not more than $5,000, and imprisoned not more than 2 years.

SEC. 5605. PEB%A]%‘S‘Y FOR IMPROPER APPROVAL OF DISTILLER'S

Every officer who approves the bond of any distiller in violation
o;‘ﬁ section 5177 (a) shall forfeit and pay $2,000, and be dismissed from
office.

SEC. 5606. PENALTY AND FORFEITURE FOR DISTILLING WITHOUT
GIVING BOND.

Any person who shall on the business of a distiller without
having given bond as required by law, or who shall engage in or carry
on the business of a distiller with intent to defraud the United States
of the tax on the spirits distilled by him, or any part thereof, shall,
for every such offense, be fined not more than $5,000 and imprisoned
not more than 2 years. All distilled spirits or wines, and all stills or
other apparatus, fit or intended to be used for the distillation or
rectification of spirits, or for the compounding of liquors, owned by
such person, wherever found, and all distilled spirits or wines and
personal property found in the distillery or in any building, room,
vyard, or inclosure connected therewith, and used with or constituti
a part of the premises, and all the right, title, and interest of sue
person in the lot or tract of land on which such distillery is situated,
and all right, title, and interest therein of every person, who know-
ingly has suffered or permitted the business of a distiller to be there
carried on, or has connived at the same; and all personal property
owned by or in possession of any person who has permitted or suffered
any building, yard, or inclosure, or any part thereof, to be used for
gurfposes of ingress or egress to or from such distillery, which shall
be found in any such building, yard, or inclosure, and all the right,
title, and interest of every person in any premises used for ingress
or egress to or from such distillery, who has knowingly suffered or

ermitted such ﬁremisas to be used for such ingress or egress, shall
e forfeited to the United States.

SEC. 5607. PENALTY FOR DISTILLING ON PROHIBITED PREMISES.

Every person who does any of the acts prohibited by section 5171
(a), or aids or assists therein, or causes or procures the same to be
done, shall be fined $1,000, and im%risoned not more than 2 years,
in the discretion of the court, for each such offense.
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SEC. 5608. PENALTY FOR MAKING OR FERMENTING MASH ON UNAU-
THORIZED PREMISES; ILLEGAL USE OF SPIRITS; UNLAW-
FUL REMOVYAL OF VINEGAR; ETC.

(a) Viorarion or SecrioN 5216.—Every person who violates any
provision of section 5216 shall be fined for each offense not more
than $5,000, and be imprisoned not more than 2 years.

(b) Unrawrur REMovAL oF VINEGAR.—Every person, who shall
remove, or cause to be removed, from any vinegar factory or place
where vinegar is made, any vinegar or other fluid or material con-
taining a greater proportion than 2 percent of proof spirits shall incur
a forfeiture of the vinegar, fluid, or material containing such proof
spirits.

; (¢) ApPLicABILITY OF SECTIONS 5615 AND 5616 T0 MANUFACTURERS
oF ViNneGAR.—The penalties provided in sections 5615 and 5616 shall
apply to persons carrying on the operations described in section 5216.
SEC. 5609. PENALTY RELATING TO RETURN OF MATERIALS USED IN

THE MANUFACTURE OF DISTILLED SPIRITS.

Any person who willfully violates any %rovisicn of section 5213 (a),
or of any rules or regulations issued thereunder, and any officer,
director, or agent of any such person who knowingly participates in
such violation, shall upon conviction be fined not more than $500
or be imprisoned for not more than 1 year, or both.

SEC. 5610, PENALTY FOR USING UNREGISTERED MATERIALS FOR
PRODUCING SPIRITS.

Any person who uses any molasses, beer, or other substance,
whether fermented on the premises or elsewhere, for the purpose of
producing spirits, without recording the receipt thereof as required
under section 5197 (a) (1) (A), shall forfeit and pay the sum of $1,000
for each such offense.

SEC. 5611. PENALTY FOR USING FALSE WEIGHTS AND MEASURES.

Every person who knowingly uses any false weights or measures in
ascertaining, weighing, or measuring the quantities of grain, meal, or
vegetable materials, molasses, beer, or other substances to be used
for distillation, shall be fined not more than $5,000, and imprisoned
not more than 3 years.

SEC. 5612. PENALTY FOR USING MATERIAL OR REMOVING SPIRITS
WITHOUT SUPERVISION.

Every distiller or person employed in any distillery who uses, or
causes or permits to be used, any material for the purpose of making
mash, wort, or beer, or for the production of spirits, or removes any
spirits, in the absence of such supervision by storekeeper-gaugers as
may be prescribed under section 5192 (c), shall forfeit and pay double
the amount of taxes on the spirits so produced, distilled, or removed,
and in addition thereto be liable to a penalty of $1,000.

SEC. 5613. PENALTY FOR DISTILLING DURING PROHIBITED HOURS.

Every person who violates the provisions of section 5195 (a) shall
be liable to a penalty of $1,000.

SEC. 5614. PENALTY AND FORFEITURE FOR REMOVAL OF SPIRITS
DURING PROHIBITED HOURS.

- Every tpre.r'a.i:n:l who violates section 5195 (b) shall be liable to a
penalty of $100 for each cask, barrel, or package of spirits so removed;
and such spirits, together with any package containing the same, and
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any vessel, vehicle or aircraft used in the removal thereof, shall be

forfeited to the United States.

SEC. 5615. PENALTY FOR REFUSAL OR NEGLECT OF DISTILLERS AND
RECTIFIERS TO GIVE ASSISTANCE TO OFFICERS.

Every distiller or rectifier who, on the demand of any internal
revenue officer or agent, neglects or refuses to furnish facilities and
give assistance for examination of premises as required by section
5196 (c) shall pay a penalty of $500 for every refusal or neglect so to do.
SEC. 5616. PENALTY FOR OBSTRUCTING OR REFUSING TO ADMIT

OFFICER TO DISTILLERY PREMISES.

Whenever any internal revenue officer, or any person called by him
to his aid, is hindered, obstructed, or prevented by any distiller or
by any workman, or other person acting for such distiller, or in his
employ, from entering into any distillery or building or place which
such officer is authorized to enter under section 5196 (b); or having
demanded admittance and declared his name and office, is not ad-
mitted into the distillery or premises by the distiller or other person
having charge thereof; or any such officer is by the distiller, or his
workman, or any person in his employ, prevented or hindered from,
or opposed, or obstructed, or molested in the performance of his dut
under the internal revenue laws, in any respect, the distiller sha.
forfeit & sum of not more than $1,000,

SEC. 5617. PENALTY FOR FAILURE TO KEEP DISTILLERY ACCESSIBLE.

Every person who violates any of the provisions of section 5196 (a)
by necligence or refusal, or otherwise, shall pay a penalty of $500.

SEC. 5618. PE#I%EY FOR FAILURE OF DISTILLER TO IDENTIFY FIXED

Whenever any distiller uses fixed pipes which are not identified as
regfuired by section 5173 (a), or regulations issued thereunder, he shall
forfeit the sum of $1,000.

SEC. 5619. PENALTY FOR REFUSAL OR NEGLECT TO DRAW OFF WATER
AND CLEAN CONDENSERS OR WORM TANKS.

For any refusal or neglect to comply with any provision of section
5196 (e) the distiller shall forfeit a sum of not more than $1,000.
SEC. 5620. PENALTY AND FORFEITURE FOR FALSE OR OMITTED

ENTRIES IN DISTILLER’'S BOOKS AND RECORDS.

Whenever any false entry is made in, or any entry required to be
made is omittedY from the records required und{;r section 5197 (a) (1)
with intent to defraud or to conceal from the revenue officers any fact
or }iarticular required to be stated and entered in such records, or to
mislead in reference thereto; or any distiller omits or refuses to pro-
vide such records, or cancels, obliterates, or destroys any part of such
records or any entry therein, with intent to defraud, or permits the
same to be done, or willfully refuses to produce such records when
required by any revenue officer, the distillery, distilling apparatus,
and the lot or tract of land on which it stands, and all personal prop-
erty on said premises used in the business there carried on, shall be
forfeited to tﬁe United States. And every person who makes such
false entry, or omits to make any entry required to be made, with
intent aforesaid, or who causes or procures the same to be done, or
fraudulently cancels, obliterates, or destroys any part of said records,
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or any entry therein, or willfully fails to produce such records, shall be

fined not more than $5,000, and imprisoned not more than 2 years.

SEC. 5621. PENALTY RELATING TO RECORDS AND RETURNS OF DIS-

3 TILLER AS WHOLESALE DEALERS, RECTIFIERS, AND
WHOLESALE DEALERS.

Every distiller, rectifier, and wholesale liquor dealer who refuses or
neglects to keep the records required under sections 5197 (a) (2),
5285 (b) or 5114 (a) in the form presecribed by the Secretary or his
delegate, or to make entries therein, or eancels, alters, or obliterates
any entry therein (except for the purpose of correcting errors) or
destroys any part of such records, or any entry therein, or makes
any false entry therein, or hinders or obstructs any internal revenue
officer from inspecting such records or taking any abstracts there-
from, or neglects or refuses to preserve or produce such records as
required by this chapter or by regulations issued pursuant thereto,
shall pay a penalty of $100 and, on conviction, shall be fined not
more than $5,000, and imprisoned not more than 3 years. Every
distiller, rectifier, and wholesale liquor dealer who refuses or neglects
to render transcripts or summaries of such records in the form
required by the Secretary or his delegate shall, upon conviction, be
fined not more than $100 for each suc%l neglect or refusal.

SEC. 5622. DISPOSAL OF FORFEITED EQUIPMENT AND MATERIAL
FOR DISTILLING.

All boilers, stills, or other vessels, tools and implements, used in
distilling or rectifying, and forfeited under any of the provisions of
this chapter, and all condemned material, together with any engine
or other machinery connected therewith, and all empty barrels, and
all grain or other material suitable for distillation, shall, under the
direction of the court in which the forfeiture is recovered, be sold at
public auction, and the proceeds thereof, after deducting the expenses
of sale, shall be disposed of according to law.

SEC. 5623. DESTRUCTION OF DISTILLING APPARATUS.

When a judgment of forfeiture, in any case of seizure, is recovered
against any distillery used or fit for use in the production of distilled
spirits, because no bond has been given, or against any distillery
used or fit for use in the production of spirits, having a registered
producing cagacity of less than 150 gallons a day, for any violation
of law, of whatever nature, every still, doubler, worm, worm tub;,
mash tub, and fermenting tub therein shall be so destroyed as to
prevent the use of the same or of any part thereof for the purpose of
distilling; and the materials shall be sold as in case of other forfeited
property. In case of seizure of a still, doubler, worm, worm tub,
mash tub, fermenting tub, or other distilling apparatus, for any
offense involving forfeiture of the same, where it shall be impracticable
to remove the same to a place of safe storage from the place where
seized, the seizing officer is authorized to destroy the same only so
far as to prevent the use thereof, or any part thereof, for the purpose
of distilling (except in the case of a registered distillery). Such de-
struction shall be in the presence of ateﬁaast one credible witness, and
such witness shall unite with the said officer in a duly sworn report
of said seizure and destruction, to be made to the Secretary or his
delegate, in which report they shall set forth the grounds of the
claim of forfeiture, the reasons for such seizure and destruction, their
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estimate of the fair cash value of the apparatus destroyed, and also
of the materials remaining after such destruction, and a statement
that, from facts within their own knowledge, they have no doubt
whatever that said distilling apparatus was set up for use for dis-
tillation, redistillation or recovery of distilled spirits and not regis-
tered, or had been used in the unlawful distillation of spirits, and that
it was impracticable to remove the same to a place of safe storage.
Within 1 year after such destruction the owner of the apparatus so
destroyed may make application to the Secretary or his delegate for
reimbursement of the vafue of the same; and, unless it shall be made
to appear to the satisfaction of the Secretary or his delegate that
said apparatus had been used in the unlawful distillation of spirits,
the Seeretary or his delegate shall make an allowance to said owner,
not exceeding the value of said apparatus, less the value of said
materials as estimated in said report; and if the claimant shall
thereupon satisfy the Secretary or his delegate that said unlawful
use of the apparatus had been without his consent or knowledge,
he shall still be entitled to such compensation, but not otherwise. In
case of a wrongful seizure and destruction of property under this
section, the owner thereof shall have right of action on the official
bond of the officer who occasioned the destruction for all damages
caused thereby.

SEC. 5624. RELEASE OF DISTILLERY BEFORE JUDGMENT.

Any distillery or distilling apparatus seized for any violation of law
may, in the discretion of the court, be released before final judgment to
a receiver appointed by the court to operate such distihery or ap-
paratus. Such receiver shall give bond, which shall be approved in
open court, with two or more competent personal sureties, or one
approved corporate surety, for the full appraised value of all the
property seized, to be ascertained by three competent appraisers
designated and appointed by the court. Funds obtained from such
operation shall be impounded as the court shall direct pending such
final judgment. .

SEC. 5625. FORFEITURE OF TAXPAID DISTILLED SPIRITS REMAINING
ON DISTILLERY PREMISES.

No distilled spirits on which the tax has been paid shall be stored or
allowed to remain on any distillery or internal revenue bonded
warehouse premises, under the pem:'ﬂ.y of a forfeiture of all spirits
so found.

SEC. 5626. PENALTY AND FORFEITURE FOR TAX FRAUD BY DISTILLER.

Whenever any person engaged in earrying on the business of a
distiller defrauds or attempts to defraud the United States of the
tax on the spirits distilled by him, or of any part thereof, he shall—

(1) forfeit the distillery and distilling apparatus used by him,
and all distilled spirits and all raw materials for the production of
diaiilled spirits found in the distillery and on the distillery premises,
and—

(2) be fined not more than $5,000, and imprisoned not more than

3 years.

No giscont.inuance or nolle prosequi of any prosecution under this
subsection shall be allowed without the permission in writing of the
Attorney General.
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SEC. 5627. PENALTY FOR UNLAWFUL USE OF RECTIFYING PREMISES.

Any rectifier who uses his rectifying premises contrary to the
provisions of section 5273 (a) shall be fined not more than $50 with
respect to each day upon which any such use occurs, but shall not,
on account of such use, be subject to the penalties prescribed in
section 5628.

SEC. 5628. PENALTY FOR RECTIFICATION WITHOUT PAYMENT OF
TAX, INCREASING VOLUME, ETC.

Except as provided in section 5627, whoever violates any of the
provisions of section 5021, 5022, 5272 or 5281 (a), or regulations
issued thereunder, shall upon conviction, be fined not more than
$1,000, or imprisoned not more than 2 years, and shall, in addition,
be liable to double the tax evaded, together with the tax, to be
collected by assessment or on any bond given.

SEC. 5629. PENALTY FOR UNLAWFUL RECTIFYING.

Every person who engages in, or carries on, the business of a
rectifier with intent to defraud the United States of the tax on the
sli))irit.s rectified by him, or any part thereof, or with intent to aid,
abet, or assist any person or persons in defrauding the United States
of the tax on any distilled spirits, or who shall purchase or receive or
rectify any distilled spirits which have been removed from a distillery
to a place other than the internal revenue bonded warehouse provided
by law, knowing or having reasonable grounds to believe that the
tax on said spirits has not been determined or paid as required by
law, shall, for every such offense, be fined not more than $5,000, and
imprigoned not more than 2 years.

SEC. 5630. PENALTY FOR NONCOMPLIANCE BY RECTIFIERS WITH
PROVISIONS RELATING TO RECTIFYING, GAUGING,
BRANDING AND STAMPING.

Every rectifier or wholesale liquor dealer who refuses or willfully
neglects to comply with the requirements of sections 5282 (a) and (b)
and 5115 (a) as to giving the notice or the return specified in such
sections, and as to marking, branding, and stamping, in accordance
with the law and the regulations made in pursuance thereof, the pack-
ages of spirits filled on his premises as aforesaid shall, for each such
offense, be fined not more than $1,000.

SEC. 5631, PENALTY AND FORFEITURE FOR FAILURE TO COMPLY
WITH WAREHOUSING AND REMOVAL REQUIREMENTS.

In case any distilled spirits removed from an internal revenue
bonded warehouse for deposit in another internal revenue bonded
warehouse shall fail to be so deposited or if any distilled spirits
deposited in any internal revenue bonded warchouse shall be taken
therefrom, for export or otherwise, without full compliance with the
provisions of subchapter C (except section 5243), and with the require-
ments of any regulations made thereunder, and with the terms of any
bond given on such removal, or if any distilled spirits which have been
deposited in an internal revenue bonded warehouse shall be found
elsewhere, not having been removed therefrom according to law, any
person who shall be guilty of such failure, or any person who shall in
any manner violate any provision of subchapter C (except section
5243), shall be subject, on conviction, to a fine of not more than
$5,000, or to imprisonment for not more than 3 years for each such
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failure or violation; and the spirits as to which such failure or violation
gr unlawful removal shall take place shall be forfeited to the United
tates.
SEC. 5632, PENALTY AND FORFEITURE FOR UNLAWFUL REMOVAL
OR CONCEALMENT OF SPIRITS.

All distilled spirits found elsewhere than in a distillery or internal
revenue bonded warehouse, not having been removed therefrom
according to law, shall be forfeited to the United States. Whenever
any person removes, or aids or abets in the removal of, any distilled
spirits on which the tax has not been determined or paid, to a place
other than the internal revenue bonded warehouse provided by law, or
conceals or aids in the concealment of any spirits so removed, or
removes, or aids or abets in the removal of, any distilled spirits from
any such warehouse authorized by law, in any manner other than as
provided by law, or conceals or aids in the concealment of any spirits
so removed, he shall be liable to a penalty of double the tax imposed on
such distilled spirits so removed or concealed, and shall be fined not
more than $5,000, and imprisoned not more than 3 years.

SEC. 5633. PENALTY OF OFFICER IN CHARGE OF WAREHOUSE FOR
UNLAWFUL REMOVYAL OF SPIRITS.

Whenever any storekeeper-gauger or other person in the employ-
ment of the United States, having charge of a bonded warehouse,
removes or allows to be removed therefrom any cask or other package,
or removes or allows to be removed any part of the contents of any
cask or package deposited therein, otherwise than as provided by law,
he shall be immediately dismissed from office or employment, and be
fined not more than $2,000, and imprisoned not more than 2 years.
SEC. 5634. Pli)%%lgg AND FORFEITURE FOR CREATION OF FICTITIOUS

Every person who adds, or causes to be added, any ingredient or
substance to any distilled spirits before the tax is paid thereon, or
determined as provided by law, for the purpose of creating a fictitious
proof, shall be fined not more than $1,000 for each cask or package
so adulterated, and imprisoned not more than 2 years; and every
such cask or package, with its contents, shall be forfeited to the
United States. :

SEC. 5635. PENALTY FOR BUYING OR SELLING USED CASKS BEARING
INSPECTION MARKS.

Whenever any person knowingly purchases or sells, with inspeetion
marks thereon, any cask or package, after the same has been used
for distilled spirits, he shall forfeit and pay the sum of $200 for every
such cask so purchased or sold.

SEC. 5636. PENALTY AND FORFEITURE FOR FAILURE TO EFFACE, ETC.
STAMPS AND BRANDS ON EMPTIED PACKAGES.

Every cask or package from which the mark, brand, or stamp is
not effaced and obliterated as required by section 5010 (¢) shall be
forfeited to the United States, and may be seized by any officer of in-
ternal revenue, wherever found. And every railroad company or other
- transportation company, or person who receives or transports, or has
in possession with intent to transport, or with intent to cause or
procure to be transported, any such empty cask or package, or any
part thereof, having thereon any brand, mark, or stamp, required by

§ 5631



CH. 51—DISTILLED SPIRITS, WINES, AND BEER 691

law to be placed on any cask or package containing distilled spirits,
shall forfeit $300 for each such cask or package, or any part thereof,
so received or transported, or had in possession with the intent afore-
said; and every vessel, aircraft, railroad car, or other vehicle, and
draft animal used in carrying or transporting the same, shall be
forfeited to the United States. Every person who fails to efface and
obliterate said mark, stamp, or brand, at the time of emptying such
cask or package, or who receives any such cask or package, or any
part thereof, with the intent aforesaid, or who transports the same,
or knowingly aids or assists therein, or who removes any stamp pro-
vided by law from any cask or package containing, or which had con-
tained, distilled spirits, without defacing and destroying the same at
the time of such removal, or who aids or assists therein, or who has
in his possession any such stamp so removed as aforesaid, or has in
his possession any canceled stamp, or any stamp which has. been
used, or which purports to have been used, upon any cask or package
of distilled spirits, shall be deemed guilty of a felony, and shall be
fined not more than $10,000, and imprisoned not more than 5 years.

SEC. 5637. PENALTY FOR CHANGING STAMPS OR SHIFTING SPIRITS.

Whenever any person changes or alters any stamp, mark, or brand
on any cask or package eontaining distilled spirits, or puts into any
cask or package spirits of greater strength than is indicated by the
inspection-mark thereon, or fraudulently uses any cask or package
having any inspection-mark or stamp thereon, for the purpose of
selling other spirits, or spirits of quantity or quality different from the
spirits previously inspected therein, he shall forfeit and pay the sum
of $200 for every cask or package on which the stamp or mark is so
changed or altered, or which is so fraudulently used, and shall be
fined for each such offense not more than $1,000, and imprisoned not
more than 1 year.

SEC. 5638. PENALTY AND FORFEITURE FOR AFFIXING IMITATION
: STAMPS ON PACKAGES OF DISTILLED SPIRITS.

If any person shall affix, or cause to be affixed, to or upon any cask
or package containing, or intended to contain, distilled spirits, any
imitation stamp or other engraved, printed, stamped, or photo-
graphed label, device, or token, whether the same be designed as a
trade mark, caution notice, caution, or otherwise, and which shall
be in the similitude or likeness of, or shall have the resemblance or
general E;mfrpea.ra,m:.e of, any internal revenue stamp required by law to
be affixed to or upon any cask or package containing distilled spirits,
he shall, for each offense, be liable to a penalty of $100, and, on convic-
tion, shall be fined not more than $1,000, and imprisoned not more
than 3 years, and the cask or package with its contents shall be for-
feited to the United States.

SEC. 5639. FORFEITURE OF DISTILLED SPIRITS IN UNSTAMPED
CASKS OR PACKAGES,

All distilled spirits found in any cask or package containing 5 gallons
or more, without having thereon each mark and stamp required
therefor by law, shall be forfeited to the United States.

SEC. 5640. FORFEITURE OF SPIRITS IN UNSTAMPED CONTAINERS.

All distilled spirits found in any container required by this chapter
to bear a stamp, which container is not stamped in compliance with
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this chapter and regulations issued thereunder, shall be forfeited to

the United States.

SEC. 5641, PENALTY AND FORFEITURE RELATING TO CONTAINERS
OF DISTILLED SPIRITS.

Whoever willfully violates the provisions of any regulation pre-
seribed, or the terms or conditions of any permit issued, pursuant to
the authorization contained in section 5214, and any officer, director,
or agent of any corporation who knowingly participates in such viola-
tion, shall, upon conviction, be fined not more than $1,000, or be im-
prisoned not more than 2 years, or both; and, notwithstanding any
criminal convietion, the containers involved in such violation shall be
forfeited to the United States, and may be seized and condemned by
like proceedings as those provided by law for forfeitures, seizures, and
condemnations for violations of the internal revenue laws, and any
su]c(%: containers so seized and condemned shall be destroyed and not
sold.

SEC. 5642, PENALTIES FOR TRANSPORTING, POSSESSING, ETC.
DISTILLED SPIRITS IN UNSTAMPED CONTAINERS OR
COUNTERFEITING OF STAMPS, ETC.

Any person who violates any provision of section 5008 (b), or who,
with intent to defraud, falsely malkes, forges, alters, or counterfeits
nn{ustamp made or used under such section, or who uses, sells, or has
in his possession any such forged, altered, or counterfeited stamp, or
any plate or die used or which may be used in the manufacture thereof,
or any stamp required to be destroyed by such section, or who makes,
uses, sells, or has in his possession any paper in imitation of the paper
used in the manufacture of any such stamp, or who reuses any stamp
required to be destroyed by such section, or who places any distilled
spirits in any bottle which has been filled and stamped under such
section without destroying the stamp previously affixed to such bottle,
or who affixes any stamp issued under such section to any container of
distilled spirits on which any tax due is undetermined or unpaid, or
who makes any false statement in any application for stamps under
such section, or who has in his possession any such stamps obtained
by him otherwise than as provided in section 5008 (b) (2), shall on
conviction be punished by a fine of not more than $1,000, or by
imprisonment at hard labor for not more than 5 years, or both.
Any officer authorized to enforce any provision of law relating to
internal revenue stamps is authorized to enforce this section and
section 5644 (relating to the bottling of distilled spirits in bond).
SEC. 5643. PENALTY AND FORFEITURE FOR REUSE OF STAMPS OR

BOTTLES, TAMPERING AND UNLAWFUL REMOVAL.

Any person who shall reuse any stamp provided under sections 5008
and 5243 after the same shall have been once affixed to a bottle as
provided therein, or who shall reuse a bottle for the purpose of con-
taining distilled spirits which has once been filled and stamped under
the provisions of such sections without removing and destroying the
stamp so previously affixed to such bottle, or who shall, contrary
to the provisions of such sections or of the regulations issued there-
under remove or cause to be removed from any bonded warehouse
any distilled spirits inspected or bottled under the provisions of such
sections or who shall bottle or case any such spirits in violation of
such sections or of any regulation issued thereunder, or who shall,
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during the transportation and before the exportation of any such
spirits, open or cause to be opened any case or bottle containing such
spirits, or who shall willfully remove, change, or deface any stamp,
brand, label, or seal affixed to any such case or to any bottle contained
therein, shnil for each such offense be fined not more than $1,000, and
imprisoned not more than 2 years, in the discretion of the court, and
such spirits shall be forfeited to the United States.

SEC. 5644. PENALTY FOR COUNTERFEITING BOTTLED IN BOND
STAMPS.

Every person who, with intent to defraud, falsely makes, forges,
alters, or counterfeits any stamp made or used under any provision
of sections 5008 (a) and 5243 or who uses, sells, or has in his posses-
sion any such forged, altered, or counterfeited stamp, or any plate or
die used or which may be used in the manufacture thereof, or who shall
make, use, sell, or have in his possession any paper in imitation of the
paper used in the manufacture of any stamp required by such sections,
shall on conviction be punished by a fine of not more than $1,000,
or by imprisonment at hard labor not more than 5 years, or both,
SEC. 5645, PENALTY FOR UNLAWFUL AFFIXING, CANCELLING, OR

ISSUE OF STAMPS BY OFFICER.

Whenever any revenue officer affixes or cancels, or causes or permits
to be affixed or canceled, any stamp relating to distilled spirits pro-
vided for by law, in any other manner or in any other place, or issues
the same to any other person than as provided by law, or by regulation
made in pursuance thereof, or knowingly affixes, or permits to be
affixed, any such stamp to any cask or package of spirits of which
the whole or any part has been distilled, rectified, compounded, re-
moved, orsold, in violation of law, or which has in any manner escaped
payment of tax due thereon, he shall, for every such offense, be fined
not more than $3,000, and imprisoned not more than 3 years,

SEC. 5646. PENALTY FOR EVASION OF DISTILLED SPIRITS TAX.

Whenever any person evades, or attempts to evade, the payment
of the tax on any distilled spirits, in any manner whatever, he shall
forfeit and pay double the amount of the tax so evaded or attempted
to be evaded.

SEC. 5647. PENALTY AND FORFEITURE FOR UNLAWFUL USE OR
CONCEALMENT OF DENATURED ALCOHOL.

Any person who withdraws aleohol free of tax under the provisions
of section 5331 (a) and regulations made in pursuance thereof, and who
removes or conceals same, or is concerned in removing, depositing,
or concealing same for the purpose of preventing the same from
being denatured under governmental supervision, and any person who
uses alecohol withdrawn from bond under the provisions of said section
for manufacturing any beverage or liquid medicinal preparation, or
knowingly sells any beverage or liquid medicinal preparation made in
whole or in part from such alcohol, or knowingly violates any of the
provisions of section 5331 (a) or 5332, or (except as provided in sec-
tion 5332) who shall recover or attempt to recover Ey redistillation
or by any other process or means, any alecohol rendered unfit for bev-
erage or liquid medicinal purposes under the provisions of section
5331 (a), or who knowingly uses, sells, conceals, or otherwise disposes
of alcohol so recovered or redistilled, shall on conviction of each
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offense be fined not more than $5,000, or imprisoned not more than
5 years, or both, and shall, in addition, forfeit to the United States
all personal property used in connection with his business, together
with the buildings and lots or parcels of ground constituting the
remises on which said unlawful acts are performed or permitted to
e performed,
SEC. 5648. PENALTY AND FORFEITURE FOR FRAUDULENT CLAIMS
FOR EXPORT DRAWBACK OR UNLAWFUL RELANDING.
(a) FravpunenT Craim ror Drawsack.—Every person who
fraudulently claims, or seeks, or obtains an allowance of drawback on
any distilled spirits, or fraudulently claims any greater allowance or
drawback than the tax actually paid thereon, shall forfeit and pay to
the Government of the United States triple the amount wrongfully
and fraudulently sought to be obtained, and shall be imprisoned not
more than 10 years; and every owner, agent, or master of any vessel
or other person who knowingly aids or abets in the fraudulent collee-
tion or fraudulent attempts to collect any drawback upon, or know-
ingly aids or permits any fraudulent change in the spirits so shipped,
shall be fined not exceeding $5,000 and imprisoned not more than 1
year, and the ship or vessel on board of which such shipment was
made or pretended to be made shall be forfeited to the United States
whether a conviction of the master or owner be had or otherwise, an
proceedings may be had in admiralty by libel for such forfeiture.
(b) Untawrurn ReLaxpine.—HEvery person who intentionally re-
lands within the jurisdiction of the United States any distilled spirits
which have been shipped for exportation under the provisions of this
chapter, or who receives such relanded distilled spirits, and every per-
son who aids or abets in such relanding or receiving of such spirits,
shall be fined not exceeding $5,000 and imprisoned not more than 3
ears; and all distilled spirits so relanded, together with the vessel
rom which the same were relanded within the jurisdiction of the United
States, and all vessels, vehicles, or aircraft used in relanding and re-
moving such distilled spirits, shall be forfeited to the United States.

SEC. 5649. BURDEN OF PROOF IN CASES OF SEIZURE OF SPIRITS.

Whenever seizure is made of any distilled spirits found elsewhere
than in a distillery or internal revenue bonded warehouse or other ware-
house authorized by law, or than in the store or place of business of a
rectifier, or of a wholesale liquor dealer, or than in transit from any one
of said places; or of any distilled spirits found in any one of the places
aforesaid, or in transit therefrom, which have not been received into or
sent out therefrom in conformity to law, or in regard to which any of
the entries required by law to be made in the books or records of the
owner of such spirits, or of the storekeeper-gauger, wholesale dealer,
or rectifier, have not been made at the time or in the manner required,
or in respect to which the owner or person having possession, control, or
charge of said spirits, has omitted to do any act required to be done, or
has done or committed any act prohibited in regard to said spirits, the
burden of proof shall be upon the claimant of said spirits to show that
no fraud has been committed, and that all the requirements of the law
in relation to the payment of the tax have been complied with.
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SEC. 5650. PENALTY AND FORFEITURE FOR OPERATING DISTILLERY
AFTER GIVING NOTICE OF SUSPENSION.

Every distiller who, after the time fixed in the notice given under
section 5191 (a) declaring his intention to suspend work, carries on
the business of a distiller in the distillery covered by such notice, or
has mash, wort, or beer in such distillery, or on any premises connected
therewith, or has in his possession or under his control any mash,
wort, or beer, with intent to distill the same on said premises, shall
incur the forfeitures and be subject to the same punishment as pro-
vided for persons who carry on the business of a distiller without having
given the bonds required by law.

PART II—PENALTY AND FORFEITURE PROVISIONS APPLI-
CABLE TO WINE AND WINE PRODUCTION

See. 5661. Penalty and forfeiture for violation of laws and regula-
tions relating to wine.

Seec. 5662. Penalty for alteration of wine labels.

Sec. 5663. Cross reference.

SEC. 5661, PENALTY AND FORFEITURE FOR VIOLATION OF LAWS
AND REGULATIONS RELATING TO WINE.

(a) Fravpunent Orrexses.—Whoever, with intent to defraud the
United States, fails to pay any tax imposed upon wine or violates, or
fails to comply with, any requirement of subchapter F or subpart C of
part I of subchapter A, or regulations issued pursuant thereto, or
recovers or attempts to recover any spirits from wine, shall, on con-
vietion, be punished for each such offense by a fine not exceeding
$5,000, or imprisonment for not more than 5 years, or both, and in
addition thereto by a penalty of double the tax due, to be assessed,
levied and collected in the same manner as taxes are collected, and all
products and materials used in any such violation shall be forfeited to
the United States.

(b) OraEr OFFENSES.—Any proprietor of premises subject to the
provisions of subchapter F, or any employee or agent of such pro-
prietor, or any other person, who otherwise than with intent to defraud
the United States violates or fails to comply with any provision of
subchapter F or subpart C of part I of subchapter A, or of any regula-
tions issued thereunder, or who aids or abets in any such violation,
shall, upon conviction, be punished for each such offense by a fine not
exceeding $1,000, or imprisonment for not more than 1 year, or both.

SEC. 5662. PENALTY FOR ALTERATION OF WINE LABELS.

Any person who, without the permission of the Secretary or his
delegate, so alters as to materially change the meaning of any mark,
brand, label, or stamp required to appear upon any wine upon its
removal from premises subject to the provisions of subchapter F, or
from customs custody, or who, after such removal, represents any
wine, whether in its original containers or otherwise, to be of an
identity or origin other than its proper identity or origin as shown
bﬂ{l such brand, mark, label, or stamp, shall upon conviction, be pun-
ished for each such offense by a fine not exceeding $1,000, or imprison-
ment for not more than 1 year, or both.

SEC. 5663. CROSS REFERENCE,

For penalties of common application pertaining to liquors, including
wines, see part IV and for penalties for rectified products, see part L.
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PARTIII--PENALTY, SEIZURE, ANDFORFEITURE PROVISIONS
APPLICABLE TO BEER AND BREWING

See. 5671. Penalty and forfeiture for evasion of beer tax and fraudu-
lent noncomplianee with requirements,

See. 5672. Penalty for failure of brewer to comply with requirements
and to keep records and file returns.

Bec. 5673. Forfeiture for flagrant and willful removal of beer without,
tax payment,

Sec. 5674. Penalty for unlawful removal of beer.

Sec. 5675. Penalty for intentional removal or defacement of brewer's
marks and brands.

Sec. 5676. Penalties relating to beer stamps.

SEC. 5671. PENALTY AND FORFEITURE FOR EVASION OF BEER TAX
AND FRAUDULENT NONCOMPLIANCE WITH REQUIRE-
MENTS.

Whoever evades or attempts to evade any tax imposed by sections
5051 and 5091, or fraudulently neglects or refuses to keep and file true
and accurate records and returns as required by section 5415, shall,
on conviction, be punished for each such offense by a fine of not
exceeding $5,000, or imprisonment for not more than 5 years, or both,
and shall forfeit for every such offense all the beer made by him or
for him, and all the vessels, utensils, and apparatus used in making
the same.

SEC. 5672. PENALTY FOR FAILURE OF BREWER TO COMPLY WITH
REQUIREMENTS AND TO KEEP RECORDS AND FILE
RETURNS.

Every brewer who, without intent to defrand, negleets or refuses
to keep the records and file the returns required by section 5415, or
refuses to permit the proper officer to inspect his records in the manner
Provided, or violates any of the provisions of subchapter G or re%u-
ations issued pursuant thereto shall, on conviction, be punished for
each such offense by a fine of not exceeding $1,000, or imprisonment
of not more than 1 year, or both.

SEC. 5673. FORFEITURE FOR FLAGRANT AND WILLFUL REMOVAL OF
BEER WITHOUT TAXPAYMENT.

For fla t and willful removal of taxable beer for consumption
or sale, with intent to defraud the United States of the tax thereon,
all the right, title, and interest of each person who has knowingly
suffered or permitted such removal, or has connived at the same, in
the lands and buildings constituting the breweriy shall be forfeited
by a proceeding in rem in the District Court of the United States
having jurisdiction thereof.

SEC. 5674. PENALTY FOR UNLAWFUL REMOVAL OF BEER.

Any brewer or other person who removes or in any way aids in the
removal from any brewery of beer without complymg with require-
ments of section 5055 or regulations issued pursuant thereto shall be
gneg not more than $1,000, or imprisoned not more than 1 year, or

oth.
SEC. 5675. PENALTY FOR INTENTIONAL REMOVAL OR DEFACEMENT
) OF BREWER'’S MARKS AND BRANDS.

Every person other than the owner, or his agent authorized so to do,
who intentionally removes or defaces the marks and brands required
by section 5412 shall be liable to a penalty of $50 for each barrel or
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other container from which the marks or brands are so removed or
defaced.
SEC. 5676. PENALTIES RELATING TO BEER STAMPS.

If stamps or other devices evidencing the tax on beer or indicating
compliance with the provisions of this chapter, are required by the
Secretary under section 5055, the following subsections shall apply—

(1) PENALTY FOR SALE, REMOVAL, OR RECEIPT WITHOUT PROPER
STAMP OR DEVICE.—Any brewer, or other person who sells, removes,
receives, or purchases, or in any way aids in the sale, removal,
receipt, or purchase of, any beer contained in any hogshead, barrel,
keg, or other container from any brewery upon which the stamp, or
device, in case of removal, has not been affixed, or on which a false
or fraudulent stamp, or device, in case of removal, is affixed with
knowledge that it is such, or on which a stamp, or device, in case of
removal, once cancelled, is used a second time, shall be fined not
more than $1,000, or imprisoned for not more than 1 year, or both.

(2) PENALTY FOR WITHDRAWAL FROM IMPROPERLY STAMPED
CONTAINERS OR WITHOUT DESTROYING STAMPS OR DEVICES.—Any
person who withdraws or aids in the withdrawal of any beer from
any hogshead, barrel, keg, or other container, without destroying
or defacing the stamp or device affixed thereon, or withdraws or
aids in the withdrawal of any beer from any hogshead, barrel, keg,
or other container, upon which the proper stamp or device has not
been affixed or on which a false or fraudulent stamp or device is
affixed, shall be fined not more than $1,000, or imprisoned not more
than 1 year, or both.

(3) PENALTY FOR COUNTERFEITING' STAMPS AND DEVICES AND
TRAFFICKING IN USHD STAMPS, OR DEVICEs.—Every person who
makes, sells, or uses any false or counterfeit stamp or device, or
die for printing or making stamps or devices, which is in imitation
of or purports to be a lawful stamp or device, or die of the kind
mentioned in section 5055, or regulations issued pursuant thereto,
or who procures the same to be done, and every person who shall
remove, or cause to be removed, from any hogshead, barrel, keg,
or other container of beer, any stamp or device required by regu-
lations issued pursuant to section 5055, with intent to reuse such
stamp or device, or who, with intent to defraud the revenue, know-
ingly uses, or permits to be used; any stamp or device removed
from another hogshead, barrel, keg, or other container, or receives,
buys, sells, gives away, or has in his possession any such stamp or
device so removed, or makes any fraudulent use of any such stamp
or device for beer, shall be fined not more than $5,000 or imprisoned
not more than 5 years, or both.

(4) FORFEITURE OF UNSTAMPED CONTAINERS.—The ownership or
possession by any person of any beer in hogsheads, barrels, kegs, or
other similar containers which do not bear the stamps or devices
required by regulations issued pursuant to section 5055 shall render
such hogsheads, barrels, kegs and other similar containers, and the
beer contained therein, liable to seizure wherever found and to
forfeiture.

(5) PENALTY FOR REMOVAL OR DEFACEMENT OF STAMPS, DEVICES
or LABELS.—Every person who intentionally removes, alters or
defaces any stamp, device or label required by section 5055 or
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regulations issued thereunder to be placed on containers of beer,
other than in the manner and at the time required by law or regu-
lations issued by the Secretary or his delegate, shall be liable to a
fine of not more than $500 for each such container from which the
stamp, device or label is removed, altered or defaced.

PART IV—PENALTY,SEIZURE, AND FORFEITURE PROVISIONS
COMMON TO LIQUORS

Sec. 5681. Penalty and forfeiture for failure to post or unlawfully
posting signs of distillers, rectifiers or wholesale liquor
dealers,

Sec. 5682, Penalty for breaking locks or gaining access.

Sec. 5683. Penalty and forfeiture for removal of liquors or wines
under improper brands.

Sec. 5684, Pe':}a.lties relating to the payment and collection of liquor

axes,

Sec. 5685. Penalty and forfeiture relating to possession of devices
for emitting gas, smoke, etc., explosives and firearms,
when violating liquor laws.

See. 5686. Miscellaneous penalties,

Sec. 5687. Penalties and forfeitures applicable to distillers, rectifiers
and wholesale liquor dealers for offenses not specifically
covered.

See. 5688. Disposition and release of seized property.

Sec. 5689, Pen]f._lty and forfeiture for tampering with a stamp ma-
chine,

Sec. 5690. Definition of the term ‘“‘person"”.

SEC. 5681. PENALTY AND FORFEITURE FOR FAILURE TO POST OR
UNLAWFULLY POSTING SIGNS OF DISTILLERS, RECTI-
FIERS OR WHOLESALE LIQUOR DEALERS.

Every person engaged in distilling or rectifying spirits, and every
wholesale liquor dealer, who fails or refuses to post the sign retE.lired
by sections 5116, 5180, or 5274 shall pay a penalty of $500. Every
person, other than a rectifier or wholesale liquor dealer who has paid
the special tax, or a distiller who has given bond as required by law,
who puts up or keeps up the sign required by such sections, or any
sign indicating that he may lawfltﬁll]y carry on the business of a distiller,
rectifier, or wholesale liquor dealer, shall forfeit and pay $1,000, and
shall be imprisoned not more than 6 months. Every person who works
in any distillery, rectifying establishment, or wholesale liquor store,
on which no such sign is placed and kept, as required by law, and every
person who knowingly receives at, or carries or conveys any distilled
spirits to or from, any such distillery, rectifying establishment, ware-
house, or store, or who knowingly carries and delivers any grain,
molasses, or other raw material to any distillery on which such sign
is not placed and kept, shall forfeit all vehicles, aircraft or vessels used
in carrying or conveying such propertlg and shall be fined not more
than $1,000, or imprisoned not more than 6 months.

SEC, 5682. PENALTY FOR BREAKING LOCKS OR GAINING ACCESS.

Every person who destroys, breaks, injures, or tampers with any
lock or seal which may be placed on any room, building, tank, vessel
or apparatus, by the duly authorized officers of the revenue, or opens
said lock, seal, room, building, tank, vessel or apparatus, or in any
manner gains access to the contents therein, in the absence of the
proper officer, or otherwise than as authorized by law, shall be fined
not more than $5,000 and imprisoned not more than 3 years.
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SEC. 5683. PENALTY AND FORFEITURE FOR REMOVAL OF LIQUORS
OR WINES UNDER IMPROPER BRANDS.

Whenever any person ships, transports, or removes any spirituous
liquors or beer or wines, under any other than the proper name or
brand known to the trade as designating the kind and quality of
the contents of the casks or packages containing the same, or causes
such act to be done, he shall forfeit such liquors or beer or wines, and
casks or packages, and be subject to pay a fine of $500.

SEC. 5684, PENALTIES RELATING TO THE PAYMENT AND COLLEC-
TION OF LIQUOR TAXES,

(a) Any person required to pay, or to collect, account for and pay
over any tax on distilled spirits, wines, or beer, or required by law
or regulations made under authority thereof to make a return or
supply any information for the purposes of the computation, assess-
ment or collection of any such tax, who fails to pay, collect, or truly
account for and pay over any such tax, make any such return or
supply any such information at the time or times required by law
or regulation shall in addition to other penalties provided by law
be subject to a penalty of not more than $1,000.

(b) Any person who willfully refuses to pay, collect, or truly ac-
count for and pay over any such tax, make such return or supply
such information at the time or times required by law or regulation,
or who willfully attempts in any manner to evade such tax shall be

ilty of a misdemeanor and in addition to other penalties provided
g;lla.w shall be fined not more than $10,000, or imprisoned not more
than 1 year, or both, together with the costs of prosecution.

(¢) Any person who willfully refuses to pay, collect, or truly ac-
count for and pay over any such tax shall in addition to other penal-
ties provided by law be liable to a penalty of the amount of the tax
evaded, or not ﬁa,id, collected, or aceounted for and paid over, to be
assessed and collected in the same manner as taxes are assessed and
collected: Provided, however, That no penalty shall be assessed under
" this subsection for any offense for which a penalty may be assessed
under authority of section 5628, or 5661, or 6651 (a), or 6653 (b), or
for any offense for which a penalty has been recovered under section
5646,

SEC. 5685. PENALTY AND FORFEITURE RELATING TO POSSESSION
OF DEVICES FOR EMITTING GAS, SMOKE, ETC., EX-
EK%SS'WES AND FIREARMS, WHEN VIOLATING LIQUOR

(a) Penavry ror Possession or Duvices For Emrrring Gas,
Smoxe, BTc.—Whoever, when violating any law of the United States,
or of any Territory or possession of the United States, or of the
District of Columbia, in regard to the manufacture, taxation, or
transportation of or traffic in distilled spirits, wines, or beer, or when
aiding in any such violation, has in his possession or in his control an
device capable of causing emission of smoke, gas, or fumes, and whic
may be used for the purpose of hindering, delaying, or preventing
pursuit or capture, any explosive, or any firearm (as feﬁn in section
5848), except a machine gun, or a shotgun or rifle having a barrel or
barrels less than 18 inches in length, shall be fined not more than
$5,000 or imprisoned not more than 10 years, or both, and all per-
sons engaged in any such violation or in aiding in any such violation
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shall be held to be in possession or control of such device, firearm, or
explosive.

(b) Penanry ror Possession or MacuiNe Guwn, src.—Whoever,
when violating any such law, has in his possession or in his control a
machine gun, or any shotgun or rifle having a barrel or barrels less
than 18 inches in length, shall be punished by imprisonment for not
more than 20 years; and all persons engaged in any such violation or
in aiding in any such violation shall be held to be in possession and
control of such machine gun, shotgun, or rifle.

(¢) Forreirure oF FirEArRMS, Duvices, Erc.—Every such firearm
or device for emitting gas, smoke, or fumes, and every such explosive,
machine ﬁun, shotgun, or rifle, in the possession or control of any
person when violating any such law, shall be seized and shall be
forfeited and disposed of in the manner provided by section 5862.

(d) DeriNiTiON OF MAcHINE GuN.—As used in this section the
term “machine gun” means any weapon which shoots, or is designed
to shoot, automatically or semiautomatically, more than one shot,
without manual reloading, by a single function of the trigger.

SEC. 5686. MISCELLANEOUS PENALTIES.

(a) For OrrEnsEs AS T0 OPERATION OF INDUSTRIAL ALCOHOL OR
DenaruriNG Prants or Unpawrun WiTEHDRAWAL OF TAXABLE
Arcormor.—Whoever operates an industrial aleohol plant or a denatur-
ing plant without complying with the provisions of part I of sub-
chapter E and lawful regulations made thereunder, or whoever with-
draws or attempts to withdraw or secure tax-free any alcohol subject
to tax, or whoever otherwise violates any of the provisions of such
part or of regulations lawfully made thereunder, shall be liable to a
fine not to exceed $5,000, or to imprisonment for not more than 1
year, or both. It shall be lawful for the Secretary or his delegate in
all cases of second or cognate offense to refuse to issue for a period of
1 year a permit for the manufacture or use of alcohol upon the premises
ofy any person responsible in any degree for the violation. Any person
violating the provisions of such part I of subchapter E or of any
regulations issued thereunder, for which offense a special penalty is
not prescribed, shall be liable to the penalty or penalties prescribed
in this subsection.

(b) PenaLry ror Having, Possessing or Using LiQuor or
ProrerTY InTENDED To BE Usep 1xv VioraTing Provisions or Tais
Caarrer.—It shall be unlawful to have or possess any liquor or
property intended for use in violating the provisions of this chapter,
or reguf;tions prescribed thereunder, or which has been so used, and
every person so having or possessing or using such liquor or property,
shall be liable to a fine not to exceed $5,000, or to imprisonment for
not more than 1 year, or both.

(¢) Cross REFERENCE.—

For seizure and forfeiture of liquor and property had, possessed or
used in violation of subsections (a) and (b), see section 7302.

SEC. 5687. PENALTIES AND FORFEITURES APPLICABLE TO DIS-
TILLERS, RECTIFIERS AND WHOLESALE LIQUOR DEAL-

ERS FOR OFFENSES NOT SPECIFICALLY COVERED.
If any distiller, rectifier, or wholesale liquor dealer, shall knowingly
or willfully omit, neglect or refuse to do or cause to be done any of
the things required by law in the carrying on or conducting of his
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business, or shall do anything by this title prohibited, if there be no
specific penalty or punishment imposed by any other section of this
title for the neglecting, omitting or refusing to do, or for the doing
or causing to be done the thing required or prohibited, he shall pay
a penalty of $1,000; and all distilled spirits or liquors owned by hi
or in which he has any interest as owner, shall be forfeited to the
United States.

SEC. 5688. DISPOSITION AND RELEASE OF SEIZED PROPERTY.

(a) FORFEITURE.—

(1) Deurvery.—All distilled spirits, wine, and beer forfeited,
summarily or by order of court, under any law of the United States,
shall be delivered to the Administrator of General Services to be
disposed of as hereinafter provided.

(2) Disposan.—The Administrator of General Services shall
dispose of all distilled spirits, wine, and beer which have been
delivered to him pursuant to paragraph (1)—

(A) by delivery to such Government agencies as, in his opinion,
have a need for such distilled spirits, wine, or beer for medicinal,
scientific, or mechanical purposes; or

(B) by gifts to such eleemosynary institutions as, in his opinion,
have a need for such distilled gpirits, wine, or beer for medicinal
purposes; or

(C) by destruction.

(3) LimiTaTiON ON DIsPOSAL.—Except as otherwise provided by
law, no distilled spirits, wine, or beer w%ich have been seized under
any law of the United States may be disposed of in any manner
whatsoever except after forfeiture and as provided in this subsection.

(4) Recurarions.—The Administrator of General Services is
authorized to make all rules and regulations necessary to carry out
the provisions of this subsection.

(5) REMISSION OR MITIGATION OF FORFEITURE’S.—NUtth]i in
this section shall affect the authority of the Seeretary or his dele-
gate, under the customs or internal revenue laws, to remit or miti-
gate the forfeiture, or alleged forfeiture, of such distilled spirits,
wine, or beer, or the authority of the Secretary or his delegate, to
compromise any civil or criminal case in respect of such szitiﬂcd
spirits, wines, or beer prior to commencement of suit thereon, or
the authority of the Secretary or his delegate to compromise any
claim under the customs laws in respect to such distilled spirits,
wines, or beer.

(b) Distraint or JupiciaL Process.—Except as provided in sec-
tion 5333, all distilled spirits sold by order of court, or under process
of distraint, shall be sold subject to tax; and the purchaser shall im-
mediately, and before he takes possession of said spirits, pay the tax
thereon, pursuant to the applicable provisions of this chapter and in
Eglmrdam with regulations to be prescribed by the Secretary or his

ate. J
(?:% ReLeasE or Seizep Vessers or VenicLes 3y Courrs.—Not-

withstanding any provisions of law relating to the return on bond of
any vessel or vehicle seized for the violation of any law of the United
States, the court having jurisdiction of the subject matter may, in its
discretion and upon good cause shown by the United States, refuse to
order such return of any such vessel or vehicle to the claimant thereof.
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As used in this subsection, the word “vessel” includes every deserip-
tion of watercraft used, or capable of being used, as a means of trans-
portation in water or in water and air; and the word “vehicle’” includes
every animal and description of carriage or other contrivance used,
or capable of being used, as a means of transportation on land or
through the air.

(d) RenLEasE oF Seizep PrROPERTY BY SECRETARY OR His DELE-
cATE.—When any property is seized for violation of part I of sub-
chapter E, it may be released to the claimant or to any intervenin
party, in the discretion of the Secretary or his delegate, on a bong
given and approved.

SEC, 5689. PENALTY AND FORFEITURE FOR TAMPERING WITH A
STAMP MACHINE.

Whoever manufactures, procures, possesses, uses, or tampers with
a tax-stamp machine which may be required under section 5061 (b)
with intent to evade the internal revenue tax imposed upon aleohol,
distilled spirits, rectified spirits, wines and beer, and whoever, with
intent to defraud, makes, alters, simulates, or counterfeits any stamp
of the character imprinted by such stamp machines, or who procures,
possesses, uses, or sells any forged, altered, counterfeited, or simulated
tax stamp, or any plate, die, or device intended for use in forging,
altering, counterfeiting, or simulating any such stamps, shall pay a
penalty of $5,000, and shall be fined not more than $10,000 or im-
prisoned not more than 5 years, or both, and any machine, device,
equipment, or materials used in violation of this section shall be for-
feited to the United States and after condemnation shall be destroyed.
But this provision shall not exclude any other penalty or forfeiture
provided by law.

SEC. 5690. DEFINITION OF THE TERM “PERSON’’,

The term ““person’, as used in this subchapter, includes an officer or
employee of a corporation or a member or employee of a partnership,
who as such officer, employee, or member is under a duty to perform
the act in respect of which the violation occurs.

PART V—PENALTIES AND FORFEITURES APPLICABLE TO
OCCUPATIONAL TAXES

Sec. 5691. Penalties and forfeitures for nonpayment of special taxes
relating to liquors.

Sec. 5692. Penalty relating to records of retail liquor dealers.

Sec. 5693. Penalties relating to posting of special tax stamps.

SEC. 5691. PENALTIES AND FORFEITURES FOR NONPAYMENT OF
SPECIAL TAXES RELATING TO LIQUORS.

Any person who shall carry on the business of a brewer, rectifier,
wholesale dealer in liquors, retail dealer in liquors, wholesale dealer
in beer, retail dealer in beer, or manufacturer of stills, and willfully
fails to pay the special tax as required by law, shall, for every such
offense, be fined not more than $5,000, and imprisoned not more
than 2 years. All distilled spirits or wines, and all stills or other
apparatus, fit or intended to be used for the distillation or rectifica-
tion of spirits, or for the compounding of liquors, owned by such
person, wherever found, and all distilled spirits or wines and personal
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gropel ty found in the distillery or rectifying establishment, or in any

uilding, room, yard, or enclosure connected therewith and used with
or constituting a part of the premises, shall be forfeited to the United
States.

SEC. 5692. PENALTY RELATING TO RECORDS OF RETAIL LIQUOR
DEALERS.

For each willful violation of the provisions of section 5124 the
retailer shall be subject to a fine of $25.

SEC. 5693. PENALTIES RELATING TO POSTING OF SPECIAL TAX
STAMPS.

For penalty for failure to post special tax stamps, see section 7273 (a) 3

§ 5693
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CHAPTER 52—TOBACCO, CIGARS, CIGARETTES, AND
CIGARETTE PAPERS AND TUBES

SuscaaprER A. Definitions; rate and payment of tax; exemption
from tax; and refund and drawback of tfax.

SuscHAPTER B. Qualification requirements for manufacturers of
articles and dealers in tobaceo materials.

SuscHAPTER C. Operations by manufacturers of articles.

Suscuaprer D. Operations by dealers in tobacco materials.

SupcHarTER K. Records of manufacturers of articles and dealers in

i tobacco malerials.
SuscuarTER F. General provisions.
SuscuarTER G. Fines, penalties and forfeitures.

Subchapter A—Definitions; Rate and Payment of Tax; Ex-
emption From Tax; and Refund and Drawback of Tax

Seec. 5701. Rate of tax.

See. 5702. Definitions.

See. 5703. Liability for tax and method of payment.
See. 5704, Exemption from tax.

See. 5705. Refund or allowance of tax.

See. 5706. Drawback of tax.

See, 5707. Floor stocks refund on cigarettes.

SEC. 5701. RATE OF TAX.
(a) Tosacco.—On tobaceco, manufactured in or imported into the
United States, there shall be imposed a tax of 10 cents per pound.
(b) Cicars.—On cigars, manufactured in or imported into the
United States, there shall be imposed the following taxes:
(1) SmaLyn cicars.—On cigars, weighing not more than 3 pounds
per thousand, 75 cents per thousand;
(2) LarGE crears.—On cigars, weighing more than 3 pounds per
thousand;
(A) If removed to retail at not more than 2% cents each, $2.50
per thousand;
(B) If removed to retail at more than 2% cents each and not
more than 4 cents each, $3 per thousand;
(C) If removed to retail at more than 4 cents each and not
more than 6 cents each, $4 per thousand;
(D) M removed to retail at more than 6 cents each, and not
more than 8 cents each, $7 per thousand;
(E) If removed to retail at more than 8 cents each and not
more than 15 cents each, $10 per thousand;
(F) If removed to retail at more than 15 cents each and not
more than 20 cents each, $15 per thousand;
(G) If removed to retail at more than 20 cents each, $20 per
thousand.
In determining the retail price, for tax purposes, regard shall be
had to the ordinary retail price of a single cigar in its principal market.

§ 5701(b)



706 INTERNAL REVENUE CODE OF 1954

(¢) CicarErTES.—On cigarettes, manufactured in or imported into
the United States, there shall be imposed the following taxes:

(1) SmaLL ciGareTTES.—On cigarettes, weighing not more than
3 pounds per thousand, $4 per t%ousand until April 1, 1955, and
$3.50 per thousand on and after April 1, 1955;

(2) Larce crearETTES.—On cigarettes, weighing more than 3
pounds per thousand, $8.40 per thousand; except that, if more than
6% inches in length, they shall be taxable at the rate prescribed for
cigarettes weighing not more than 3 pounds per thousand, counting
each 2% inches, or fraction thereof, of the length of each as one
cigarette.

(d) CicarErTE PAPERS.—On cigarette papers, manufactured in or
imported into the United States, there shall be imposed, on each
package, book, or set containing more than 25 papers, a tax of % cent
for each 50 papers or fractionalg part thereof; except that, if cigarette
papers measure more than 6% inches in length, they shall be taxable
at the rate prescribed, counting each 2% inches, or fraction thereof,
of the length of each as one cigarette paper.

(e) Cicarerre Tuses—On cigarette tubes, manufactured in or
imported into the United States, there shall be imposed a tax of 1
cent for each 50 tubes or fractional part thereof, except that if cigarette
tubes measure more than 6% inches in length, they shall be taxable at
the rate prescribed, counting each 2% inches, or fraction thereof, of
the length of each as one cigarette tube.

(f) ImporTED ARTICLES.—The taxes imposed on articles by this
section shall be in addition to any import duties imposed on such
articles.

SEC. 5702. DEFINITIONS.

(a) ManuracTUurRED ToBacco.—“Manufactured tobacco’” means
all tobacco, other than cigars and cigarettes, prepared, processed,
manipulated, or packaged for consumption by smoking or for use in
the mouth or nose. Any other tobacco not exempt from tax under
this chapter, which is sold or delivered to any person contrary to this
chapter and regulations prescribed thereunder, shall be regarded as
manufactured tobacco.

(b) Manuracrurer oF Tosacco.—‘‘Manufacturer of tobacco”
means any person who manufactures tobacco by any method of
preparing, processing, or manipulating, except for his own personal
consumption or use; or who packages any tobacco for consumption
by smoking or for use in the mouth or nose; or who sells or delivers
any tobacco, not exempt from tax under this chapter, to any person,
contrary to the provisions of this chapter and regu]nmons prescribed
thereunder. The term “manufacturer of tobacco’ shall not include—

(1) a farmer or grower of tobacco who sells leal tobacco of his
own growth or raising, or a bona fide association of farmers or
growers of tobacco which sells only leaf tobacco grown by farmer
or grower members, if the tobacco so sold is in the condition as
cured on the farm; or

(2) a dealer in tobacco materials who handles tobacco solely for
sale, shipment, or delivery, in bulk, to another dealer in such
materials or to a manufacturer of tobacco products, or to a foreign
country, Puerto Rico, the Virgin Islands, or a possession of the
United States.
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(¢) Crcar.—“Cigar” means any roll of tobacco wrapped in tobacco.

(d) Crearerre.—*“Cigarette’’ means any roll of tobacco, wrapped
in paper or any substance other than tobacco.

(e) Maxuracrurer OF Crears AND Crcarerres.—“Manufacturer
of cigars and cigarettes” means every person who produces cigars or
cigarettes, except for his own (]I:ersonal consumption.

(f) Tosacco Propucrs.—“Tobacco products” means manufac-
tured tobacco, cigars, and cigarettes.

(g) CigarerrE ParEr.—“Cigarette paper” means paper, or any
other material except tobacco, prepared for use as a cigarette wrapper.

(h) CreArRETTE UBE.—-“(’Jiga.rett.e tube’” means cigarette paper
made into a hollow eylinder for use in making cigarettes.

(1) ManuracTureR OF CigareTTE PAPERS AND TusrEs.—“Manu-
facturer of cigarette papers and tubes’” means any person who makes
up cigarette paper into packages, books, sets, or tubes, except for his
own personal use or consumption.

() Arricres.—‘‘Articles” means manufactured tobaceo, cigars,
cigarettes, and cigarette papers and tubes.

(k) Tosacco Marerians.—*Tobacco materials’” means tobaceo in
process, leaf tobacco, and tobacco seraps, cuttings, clippings, siftings,
dust, stems, and waste.

() DEaLEr 1Ny ToBacco MareriALs.—“Dealer in tobacco mate-
rials” means any person who handles tobacco materials for sale,
shipment, or delivery solely to another dealer in such materials, to
a manufacturer of tobacco products, or to a foreign country, Puerto
Rieo, the Virgin Islands, or a possession of the United States, but
shall not include—

(1) an operator of a warehouse who stores tobacco materials
solely for a dealer in tobacco materials, for a manufacturer of
- tobacco products, for a farmer or grower of tobacco, or for a bona
fide association of farmers or growers of tobacco; or
(2) a farmer or grower of tobacco who sells leaf tobacco of his
own growth or raising, or a bona fide association of farmers or
growers of tobacco which sells only leaf tobacco grown by farmer
or grower members, if the tobacco so sold is in the condition as
cured on the farm,

(m) Removar or REmoveE—*‘Removal”’ or ‘“remove’ means re-
moval of articles from the factory or from internal revenue bond, as
the Secretary or his delegate shall, by regulation, prescribe, or from
customs custody, and shall also include the smuggling or other unlaw-
ful importation of articles into the United States.

(n) ImporTER.—‘‘Importer’”’ means any person in the United States
to whom nontaxpaid articles manufactured in a foreign country,
Puerto Rico, the‘%irg'm Islands, or a possession of the United States
are shipped or consigned, and any person who smug%}es or otherwise
unlawfully brings such nontaxpaid articles into the United States.
SEC. 5703. LIABILITY FOR TAX AND METHOD OF PAYMENT.

(a) Persons Liasne 1o MaxE RETur~y AxD Pay Tax.—The taxes
imposed by section 5701 shall be determined at the time of removal of
the articles and shall be paid by the manufacturer or the importer
thereof by return. 'The Secretary or his delegate shall, by regulation,
prescribe the period for which the return shall be made, the mnforma-
tion to be furnished on such return, the time for making such return,
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and the time for payment of such tax: Provided, however, That not-
withstanding the provisions of this section the tax shall continue to be
paid by stamp until the Secretary or his delegate shall, by regulation,
provide for tﬁe payment of the tax by return. All administrative
and penal provisions of this title, insofar as applicable, shall apply to
any tax imposed by section 5701.

(b) Stames 1o EvipEnce T Tax.—If the Secretary or his delegate
shall, by regulation, require the use of stamps to evidence the tax or
indicate compliance with this chapter, the Secretary or his delegate
shall cause to be prepared suitable stamps to be issued to manufac-
turers and importers of articles, to be used and aceounted for, in
accordance with such regulations as the Secretary or his delegate
shall prescribe.

(¢) Use or GoverNMENT DrprosiTaries.—The Secretary or his
delegate may authorize Federal Reserve banks, and incorporated
banks or trust companies which are depositaries or financial agents
of the United States, to receive any tax imposed by this chapter, in
such manner, at such times, and under such conditions as he may
preseribe; and he shall prescribe the manner, time, and condition
under which the receipt 01P such tax by such banks and trust companies
is to be treated as payment for tax purposes.

(d) AssessmeENT.—Whenever any tax required to be paid by this
chapter is not paid in full at the time required for such payment, it
shnﬂ be the duty of the Secretary or his delegate, subject to the limita-
tions prescribed in section 6501, on proof satisfactory to him, to deter-
mine the amount of tax which has been omitted to be paid, and to
make an assessment therefor against the person liable for the tax.
The tax so assessed shall be in addition to the penalties imposed by
law for failure to pay such tax when required: Provided, however,
That no such assessment shall be made until and after the person
liable for the tax has been afforded reasonable notice and opportunity
to show cause, in writing, against such assessment.

SEC. 5704, EXEMPTION FROM TAX.

() Tosacco Prooucrs Furnisuep ror Ewmprovee Use or
ExperiMENTAL PurprosEs.—Tobacco products may be furnished by
a manufacturer of such products, without payment of tax, for use or
consumption by employees or for experimental purposes, in such
quantities, and in such manner as the Secretary or his delegate shall,
by regulation, prescribe.

(b) Articres TransrErRrRED OR REMOVED 1N BonDp From DomesTic
Facrories.—A manufacturer may transfer articles produced by
him, without payment of tax, to the bonded premises of another manu-
facturer, or remove such articles, without payment of tax, for use of
the United States, or for shipment to a foreign country, Puerto Rico,
the Virgin Islands, or a possession of the United States, or for con-
sumption beyond the jurisdiction of the internal revenue laws of the
United States, in accordance with such regulations and upon the filing
of such bonds as the Secretary or his delegate shall prescribe.

(¢) ToBacco MATERIALS SHIpPED OR DELIVERED IN Bonp.—A
dealer in tobacco materials or a manufacturer of tobacco products
may ship or deliver tobacco materials, without payment of tax, to
another such dealer or manufacturer, or to a foreign country, Puerto
Rico, the Virgin Islands, or a possession of the United States, in

§ 5703(a)
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accordance with such regulations and upon the filing of such bonds
as the Secretary or his delegate shall prescribe.

(d) Artrcres anp Tosacco MarTeriars ReLeEasep 1xn Boxp From
Cusroms Cusropy.—Articles and tobacco materials imported or
brought into the United States may be released from customs custody,
without payment of tax, for delivery to the bonded premises of a
manufacturer of articles and such tobacco materials may be similarly
released for deliv to the bonded premises of a dealer in tobacco
materials, in accordance with such regulations and upon the filing of
such bond as the Secretary or his delegate shall prescribe.

SEC. 5705. REFUND OR ALLOWANCE OF TAX.

(a) Rerunp.—Refund of any tax imposed by this chapter shall be
made to the manufacturer or importer on proof satisfactory to the
Secretary or his delegate that the claimant manufacturer or importer
has paid the tax on articles withdrawn by him from the market; oron
articles which are lost (otherwise than by theft) or destroyed, by fire,
casualty, or act of God, while in the possession or ownership of the
claimant; or where the tax has been paid in error.

(b) Arvowance.—If the tax has not yet been paid on articles proved
to have been lost or destroyed as aforesaid, relief from the tax on such
articles may be extended upon the filing, with the return, of a claim
for allowance of loss in the same manner as a claim for refund.

(¢) LamrraTion.—Claims for refund of tax imposed by this chapter
shall be filed within 3 years of the date of payment of tax, and shall be
in such form and contain such information as the Secretary or his
delegate shall by regulation preseribe.

SEC. 5706. DRAWBACK OF TAX.

There shall be an allowance of drawback of tax paid on articles,
when shipped from the United States, in accordance with such regu-
lations and upon the filing of such bond as the Secretary or his
delegate shall preseribe,

SEC. 5707. FLOOR STOCKS REFUND ON CIGARETTES.

(a) In GeneranL.—With respect to cigarettes, weighing not more
than 3 pounds per thousand, upon which the tax imposed by sub-
section (¢) (1) of section 5701 has been paid, and which, on April 1,
1955, are held by any person and intended for sale, or are in transit
from foreign countries or insular possessions of the United States to
any person in the United States for sale, there shall be eredited or
refunded to such person (without interest), subject to such regulations
as shall be prescribed by the Secretary or his delegate, an amount
equal to the difference between the tax paid on such cigarettes and
the tax made applicable to such articles on April 1, 1955, if claim for
ju(l:h credgit or relpund is filed with the Secretary or his delegate before

uly 1, 1955.

({) Limirarions on Eurereiniry ror Crepit or Rerunp.—No
person shall be entitled to credit or refund under subsection (a) of
this section unless such person, for such period or periods both before
and after April 1, 1955 (but not extending beyond 1 year thereafter),
as the Secretary or his delegate shall, by reglgation, prescribe, makes
and keeps, and files with the Secretary or his delegate such records of

}m:entories, sales, and purchases as shall be presecribed in such regu-
ations.

§ 5707 (b)
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(¢) PENALTY AND ADMINISTRATIVE ProcEpurEs.—All provisions
of law, including penalties, applicable in respect of internal revenue
taxes on cigarettes shall, insofar as applicable and not inconsistent
with this section, be applicable in respect of the eredits and refunds
provided for in this section to the same extent as if such credits or
refunds constituted credits or refunds of such taxes,

§ 5707(c)
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Subchapter B—Qualification Requirements for Manufac-
turers of Articles and Dealers in Tobacco Materials

See. 5711. Bond.
Sec. 5712. Application for permit.
See. 5713. Permit.

SEC. 5711. BOND.

(a) Wuen Requirep.—Every person, before commencing business
as a manufacturer of articles or dealer in tobacco materials, shall file
such bond, econditioned upon comﬁliance with this chapter and
regulations issued thereunder, in such form, amount, and manner as
the Secretary or his delegate shall by regulation prescribe. A new
or addition;{ bond may %Je required whenever the Secretary or his
delegate considers such action necessary for the protection of the
revenue.

(b) ApprovAL or DisarprovaL.—No person shall engage in such
business until he receives notice of approval of such bond. A bond
may be disapproved, upon notice to the principal on the bond, if the
Secretary or his delegate determines that the bond is not adequate to
protect the revenue.

(¢) CanceruaTioN.—Any bond filed hereunder may be canceled,
upon notice to the principal on the bond, whenever the Secretary or his
delegate determines that the bond no longer adequately protects the
revenue,

SEC. 5712. APPLICATION FOR PERMIT.

Every person, before commencing business as a manufacturer of
articles or dealer in tobacco materials, and at such other time as the
Secretary or his delegate shall by regulation prescribe, shall make
application for the permit provided for in section 5713. The applica-
tion shall be in such form as the Secretary or his delegate shall prescribe
and shall set forth, truthfully and accurately, the information called
for on the form. Such application may be rejected and the permit
denied if the Secretary or Eis delegate, after notice and opportunity
for hearing, finds that—

(1) the premises on which it is proposed to conduct the business
are not adequate to protect the revenue; or
(2) such person (including, in the case of a corporation, any
officer, director, or principal stockholder and, in the case of a partner-
ship, a partner) is, by reason of his business experience, financial
standing, or trade connections, not likely to maintain operations in
compliance with this chapter, or has failed to disclose any material
information required or made any material false statement in the
application therefor.
No person subject to this section, who is engaged in business on the
effective date of this chapter, shall be deniednﬁw right to carry on such
business pending reasonable opportunity to make application for
permit and final action thereon.

§ 5712
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SEC. 5713. PERMIT.

(a) Issuance.—A person shall not engage in business as a manu-
facturer of articles or dealer in tobacco materials without a permit or
permits to engage in such business. Such permit, conditioned upon
compliance with this chapter and regulations issued thereunder,
shallpbe issued in such form and in such manner as the Secretary or
his delegate shall by regulation prescribe, to every person properly
qualified under sections 5711 and 5712. A new permit may be
required at such other time as the Secretary or his delegate sha%'l by
regulation prescribe.

(b) PosTing.—Such permit shall be posted in accordance with such
regulations as the Secretary or his delegate shall prescribe.

() Revocarion.—If the Secretary or his delegate has reason to
believe that any person holding a permit has not in good faith com-
plied with this chapter, or with any other provision of this title
mvolving intent to defraud, or has violated the conditions of such
permit, failed to disclose any material information required or made
any material false statement in the application for such a permit, or
has failed to maintain his premises in such manner as to protect the
revenue, the Secretary or his delegate shall issue an order, stating
the facts charged, citing such person to show cause why his permit
should not be suspended or revoked. If, after hearing, the Secretary
or his delegate finds that such person has not in good faith complied
with this chapter, or with other cFrovisions of this title involving
intent to defraud, or has violated the conditions of such permit,
failed to disclose any material information required or made any
material false statement in the application therefor, or has failed
to maintain his premises in such manner as to protect the revenue,
such permit shall be revoked or suspended for such period as to the
Secretary or his delegate may seem proper.

(d) Limrrarron.—No permit shall be issued to any person within 1
year after revocation of an existing permit or after rejection of an
application.
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Subchapter C—Operations by Manufacturers of Articles

See. 5721. Inventories.
Sec. 5722. Reports.
See. 5723. Packages, labels, notices, and stamps.

SEC. 5721. INVENTORIES. .
Every manufacturer of articles shall make a true and accurate
inventory at the time of commencing business, at the time of con-
cluding business, and at such other times, in such manner and form,
and to include such items, as the Secretary or his delegate shall by
regulation preseribe. Such inventories shall be subject to verification
by any revenue officer.
SEC. 5722. REPORTS. -

Every manufacturer of articles shall make reports containing such
information, in such form, at such times, and for such periods as
the Secretary or his delegate shall by regulation prescribe.

SEC. 5723. PACKAGES, LABELS, NOTICES, AND STAMPS.

(a) Packacus, Lasers, Norices, aANDp Stamps.—All articles shall,
before removal, be put up in packages having such labels, notices,
anc_lbsbamps as the Secretary or his E:':ﬁzIe,rg;a,l;t-: shall by regulation pre-
scribe.

(b) Lorrery FEaTUurEs.—No certificate, coupon, or other device
purporting to be or to represent a ticket, chance, share, or an interest
i, or dependent on, the event of a lottery shall be contained in,
attached to, or stamped, marked, written, or printed on any package
of articles.

(¢) InpeEcENT OR IMMORAL MATERIAL ProuIBITED.—NoO indecent
or immoral picture, print, or representation shall be contained in,
attached to, or stamped, marked, written, or printed on any package
of articles.

(d) Excuprions.—Tobacco products furnished for employee use or
consumption or for experimental purposes, and articles removed for
shipment to a foreign country, Puerto Rico, the Virgin Islands, or a

ossession of the [ﬁlllited States, and so shipped, may be exempted
rom subsections (a) and (b) in accordance with such regulations as
the Secretary or his delegate shall preseribe.

5723(d
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Subchapter D—Operations by Dealers in Tobacco Materials

See. 5731. Shipments and deliveries restricted.
Seec. 5732. Statement of shipments and deliveries.

SEC. 5731. SHIPMENTS AND DELIVERIES RESTRICTED.

Every dealer in tobacco materials shall make all shipments or
deliveries of tobacco materials in accordance with such regulations
as the Secretary or his delegate shall prescribe. Tobacco materials
shipped or delivered in violation of such regulations shall be regarded
as manufactured tobacco and subject to tax, and the dealer shipping
or delivering the same shall be regarded as a manufacturer of tobacco
and subject, as such, to this chapter.

SEC. 5732. STATEMENT OF SHIPMENTS AND DELIVERIES.

A dealer in tobacco materials shall furnish, upon demand of any
revenue officer, a true and complete statement of the quantity of
:;luch n;tlaberials shipped or delivered to any person named in such

emand.
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Subchapter E—Records of Manufacturers of Articles and
Dealers in Tobacco Materials

Sec. 5741. Records to be maintained.

SEC. 5741. RECORDS TO BE MAINTAINED.

Every manufacturer of articles and dealer in tobacco materials
shall keep such records in such form as the Secretary or his delegate
shall by regulation preseribe.

§ 5741
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Subchapter F—General Provisions

Seec. 5751. Purchase, receipt, possession, or sale of articles, after
removal, not exempt from tax.

Beec. 5752. Restrictions relating to used labels, stamps, and packages.

See. 5753. Disposal of forfeiteg, condemned, and abandoned articles
and tobacco materials.

SEC. 5751. PURCHASE, RECEIPT, POSSESSION, OR SALE OF ARTICLES,
AFTER REMOVAL, NOT EXEMPT FROM TAX.

(a) ResrricTion.—No person shall purchase, receive, possess, sell,
or offer for sale any articles not exempt from tax, after removal, which
are not put up in packages bearing the labels, notices, or stamps,
prescribed by the Secretary or his delegate: Provided, however, That
this section 1s not intended to prevent the sale of articles at retail,
dii‘gctly from proper packages, nor to apply to such articles when so
sold.

(b) LiaBiniry To Tax.—Any person who possesses articles in viola-
tion of subsection (a) of this section, shall incur liability to the tax
thereon in addition to the penalties prescribed elsewhere in this title.
SEC. 5752. RESTRICTIONS RELATING TO USED LABELS, STAMPS, AND

PACKAGES,
If the Secretary or his delegate shall, by regulation, preseribe that a
label or stamp be affixed to any package of articles, no person shall—
(1) empty any such package without destroying such label or
stamp; or
(2) remove, or cause to be removed, any such label or stamp, or
purchase, receive, possess, sell, or dispose of, by gift or otherwise,
any such label or stamp which has been so removed; or
(3) purchase, receive, possess, sell, or dispose of, by gift or other-
wise, any such package which has been emptied, upon which the
label or stamp has not been destroyed.
SEC. 5753. DISPOSAL OF FORFEITED, CONDEMNED, AND ABANDONED
ARTICLES AND TOBACCO MATERIALS.

If it appears that any forfeited, condemned, or abandoned articles
and tobacco materials, when offered for sale, will not bring a price
equal to the tax due and payable thereon, and the expenses incident
to the sale thereof, such articles and tobacco materials shall not be
gold for consumption in the United States but shall be disposed of in
accordance with such regulations as the Secretary or his delegate shall
prescribe.

§ 5751
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Subchapter G—Fines, Penalties, and Forfeitures

See. 5761. Civil penalties.
Seec. 5762. Criminal penalties.
See. 5763. Forfeitures.

SEC. 5761. CIVIL PENALTIES.

(a) Omrrring Trings Ruquirep or Doing THings ForBIDDEN.—
Whoever willfully omits, neglects, or refuses to comply with any
duty imposed upon him by this chapter, or to do, or cause to be
done, any of the things required by this chapter, or does anything
prohibited by this chapter, shall, in addition to any other penalty
provided in this title, be liable to a penalty of $1,000, to be recovered,
with costs of suit, in a civil action, except where a penalty under
subsection (b) of this section or under section 6651, 6652, or 6653 may
be collected from such person by assessment.

(b) WiLnrurLLy Faruing To Pay Tax.—Whoever willfully omits,
neglects, or refuses to pay any tax imposed by this chapter, or attempts
in any manner to evade or defeat any such tax or the payment thereof,
shall, in addition to any other penalty provided in this title, be liable
to a penalty of the amount of tax evaded, or not paid, which penalty
shall be added to the tax and assessed and collected at the same time,
in the same manner, and as a part of the tax.

(¢) Famuing 1o Pay Tax.—Whoever fails to pay tax at the time
prescribed shall, in addition to any other penalty provided in this
title, be liable to a penalty of 5 percent of the tax due but unpaid,
together with interest at the rate of 6 percent per annum upon such
tax from the time the tax became due; but no interest for a fraction
of a month shall be demanded. The penalties provided in this sub-
section shall be added to the tax and assessed and collected at the
same time, in the same manner, and as a part of the tax.

SEC. 5762. CRIMINAL PENALTIES.

(a) Whoever, with intent to defraud the United States—

(1) ENGAGING IN BUSINESS UNLAWFULLY.—Engages in business
as a manufacturer of articles or dealer in tobacco materials without
filing the bond and obtaining the permit required by this chapter or
regulations thereunder; or

(2) FAILING TO FURNISH INFORMATION OR FURNISHING FALSE
INFORMATION.—Fails to keep or make any record, return, report,
inventory, or statement, or keeps or makes any false or fraudulent
record, return, report, inventory, or statement, required by this
chapter or regulations thereunder; or

(3) REFUSING TO PAY OR EVADING TAX.—Refuses to pay any tax
imposed by this chapter, or attempts in any manner to evade or
defeat the tax or the payment thereof; or

(4) REMOVING ARTICLES UNLAWFULLY.—Removes any articles
subject to tax under this chapter, contrary to this chapter or
regulations thereunder; or

§ 5762(a) (4)
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(5) PURCHASING, RECEIVING, POSSESSING, OR SELLING ARTICLES
UNLAWFULLY.—Purchases, receives, possesses, or sells articles not
exempt from tax under this chapter, upon which the tax has not
been paid in the manner and at the time prescribed by this chapter
or regulations thereunder, or which, after removal, are not put up
in packages bearing proper labels, stamps, or notices, preseribed; or

(6) AFFIXING IMPROPER LABELS OR stTaMps.—Affixes to any
})acka e containing articles subject to tax any improper or counter-
eit label or stamp, or a label or stamp, prescribed by this chapter
or regulations thereunder, which has been previously used on a
package; or

(7) PAcxAGING WITH IMPROPER NoOTICES.—Puts articles subject
to tax into any package bearing an improper notice to evidence the
tax; or 2

(8) REFILLING PACKAGES BEARING LABELS, STAMPS, OR NOTICES.—
Puts articles subject to tax into any pacimge which previously
contained such articles, without destroying the label, stamp, or
notice, prescribed by this chapter or regulations thereunder, and
affixing a new one thereto; or

(9) REMOVING LABELS OR STAMPS OR POSSESSING USED LABELS OR
sTamps.—Removes, or causes to be removed, from any package any
label or stamp, preseribed by this chapter or regulations thereunder,
or purchases, receives, or has in his possession any such label or
stamp which has been so removed, with intent to reuse the same; or

(10) POSSESSING EMPTIED PACKAGES BEARING LABELS, STAMPS,
Oor Norices.—Purchases, receives, or has in his possession any
emptied package which previously contained articles subject to
tax, upon which the label, stamp, or notice, prescribed by this
chapter or regulations thereunder, has not been destroyed, with
intent to reuse the same,

shall, for each such offense, be fined not more than $10,000, or impris-
oned not more than 5 years, or both.

(b) Whoever otherwise violates any provision of this chapter, or
of regulations preseribed thereunder, shall, for each such offense, be
gnelcll not more than $1,000, or imprisoned not more than 1 year, or

oth. 3
SEC. 5763. FORFEITURES.

(a) ArricLes UnpawrurnLy Possmssep.—All articles not exempt
from tax which, after removal, are possessed with intent to defraud,
or which, regardless of intent, are not put up in packages bearing proper
labels, notices, and stamps, prescribed pursuant to section 5723,
shall be forfeited to the United States: Provided, however, That this
section shall not apply to articles sold at retail directly from proper
packages.

(b) PersonaL ProperTY oF QUALIFIED MANUFACTURERS AND
Dzearers Wita InTenT To DEFRAUD.—AIl articles, tobacco materials,
packages, internal revenue stamps, machinery, fixtures, equipment,
and all other materials and personal property on the premises of any
qualified manufacturer of articles or dealer in tobacco materials who,
with intent to defraud, fails to keep or make any record, return, report,
inventory, or statement, or keeps or makes any false or fraudulent
record, return, report, inventory, or statement, required by this
chapter; or refuses to pay any tax imposed by this chapter, or at-

§ 5762(a) (5)
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tempts in any manner to evade or defeat the tax or the payment
thereof; or removes any articles subject to tax under this chapter,
contrary to any provision of this chapter, shall be forfeited to the
United States.

(¢) Rear anp PersonAn Proeperry ofF Innicit OperaTors.—All
articles, tobacco materials, machinery, fixtures, equipment, and other
materials and personal property on the premises of any person engaged
in business as a manufacturer of articles or dealer in tobacco materials,
without filing the bond and obtaining the permit required by this
chapter, together with all his right, title, and interest in the building
in which such business is conducted, and the lot or tract of ground on
which the building is located, shall be forfeited to the United States.

(d) GensrAaL—All proparty intended for use in violating the pro-
visions of this chapter, or which has been so used, shall be forfeited to
the United States as provided in section 7302.

§ 5763(d)
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CHAPTER 53—MACHINE GUNS AND CERTAIN OTHER
FIREARMS

SuscaarrEr A, Taxes.

SurcaAPTER B. General provisions:
SuscHAPTER C. Unlawful acts.
SuscHAPTER D. Penalties and forfeitures.

Subchapter A—Taxes

Part 1. Special (occupational) taxes.
Part TI. Tlransfer tax.

Part III. Tax on making firearms.
Part IV. Other taxes.

PART I—SPECIAL (OCCUPATIONAL) TAXES

See, 5801. Tax.
Sec. 5802. Registration.
Seec. 5803. Exemptions.

SEC. 5801. TAX.

(a) Rate.—On first engaging in business, and thereafter on or be-
fore the first day of July of each year, every importer, manufacturer,
and dealer in firearms shall pay a special tax at the following rates:

(1) IMPORTERS OR MANUFACTURERS.—Importers or manufac-
turers, $500 a year;
(2) DEALERS OTHER THAN PAWNBROKERS.—Dealers, other than
pawnbrokers, $200 a year;
(3) PawnBrokErs.—Pawnbrokers, $300 a year:
Provided, That manufacturers and dealers in guns with combination
shotgun and rifle barrels, 12 inches or more but less than 18 inches in
length, from which only a single discharge can be made from either
barrel without manual reloading, guns designed to be held in one
hand when fired and having a barrel 12 inches or more but less than
18 inches in length, from which only a single discharge cah be made
without manual reloading, or guns of both types, shall pay the follow-
ing taxes: Manufacturers, $25 a year; dealers, $1 a year.

(b) CompuraTioN oF TAx.—Where the tax is payable on the first
day of July in any year it shall be computed for 1 year; where the
tax is payable on any other day it shall be computed proportionately
from the first day of the month in which the lLiability to the tax
accrued to the first day of July following.

(¢) Cross REFERENCE.—

For license to transport, ship, or receive firearms or ammunition under
the Federal Firearms Act, see section 3 of the Act of June 30, 1938 (52
Stat. 1251; 15 U. S. C. 903).

SEC. 5802. REGISTRATION.
. ImpoRrTERS, MANUFACTURERS, AND DEALERS.—On first engaging
in business, and thereafter on or before the first day of July of each

§ 5802
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year, every importer, manufacturer, and dealer in firearms shall
register with the Secretary or his deiegate in each internal revenue
district in which such business is to be carried on his name or style,
principal place of business, and places of business in such district,

SEC, 5803. EXEMPTIONS.
For provisions exempting certain transfers, see section 5812.

PART II—TRANSFER TAX

See. 5811. Tax.

Sec. 5812. Exemptions,
Sec. 5813. Stamps.
See. 5814. Order forms.

SEC. 5811. TAX.

(a) Rare.—There shall be levied, collected, and paid on firearms
transferred in the United States a tax at the rate of $200 for each
firearm: Provided, That the transfer tax on any gun with combination
shotgun and rifle barrels, 12 inches or more but less than 18 inches in
length, from which only a single discharge can be made from either
barrel without manual reloading, or any gun designed to be held in
one hand when fired and having a barrel 12 inches buf less than 18
inches in length from which only a single discharge can be made
without manual reloading, shall be at the rate of $1. The tax imposed
by this section shall be in addition to any import duty imposed on
such firearm.

(b). By Wraom Pamp.—Such tax shall be paid by the transferor.

(¢) How Paip.—

(1) Stamps.—Payment of the tax herein provided shall be
represented by appropriate stamps to be provided by the Secretary
or his delegate.

(d) Cross REFERENCE.—

(1) For assessment in case of omilted taxes payable by stamp, see
sections 6155 (a), 6201 (a) (2) (A), 6601 (¢) (4), and 6201 (a).
(2) For requirements as to registration and special tax, see sections
5801 and 5802.
(3) For excise tax on pistols, revolvers, and firearms, see section 4181.
SEC. 5812. EXEMPTIONS. )

(a) Transrers Exempr.—This chapter shall not apply to the trans-
fer of firearms— : L

(1) to the United States Government, any State, Territory, or
possession of the United States, or to any political subdivision
thereof, or to the District of Columbia;

(2) to any peace officer or any Federal officer designated by
regulations of the Secretary or his delegate;

(3) to the tramsfer of any firearm which is unserviceable and
which is transferred as a curiosity or ornament.

(b) Norice or Exemprion.—If the transfer of a firearm is exempted
as provided in subsection (a), the person transferring such firearm shall
notify the Secretary or his delegate of the name and address of the
applicant, the number or other mark identifying such firearm, and the
date of its transfer, and shall file with the Secretary or his delegate
such documents in proof thereof as the Secretary or his delegate may
by regulations prescribe.

§ 5802
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(¢) ExpmprioNn From Orarr Taxes.—

For exemption from excise tax on pistols, revolvers, and firearms, see
section 4182(a).
SEC. 5813. STAMPS.

(a) Arrrxing.—The stamps provided for in section 5811 (¢) (1)
shall be affixed to the order for such firearm, provided for in section
5814,

(b) OrEER LAWS APPLICABLE.—

For provisions relating to the engraving, issuance, sale, accountability,
cancellation, and distribution of taxpaid stamps, see section 5846.
SEC. 5814. ORDER FORMS,

(a) GeneraL RequiremenTs,—It shall be unlawful for any person
to transfer a firearm except in pursuance of a written order gom the
person seeking to obtain such article, on an application form issued
in blank in duplicate for that purpose by the Secretary or his delegate.
Such order shall identif){) the applicant by such means of identification
as may be prescribed by regulations under this chapter: Provided,
That, if the applicant is an individual, such identification shall include
fingerprints and a photograph thereof.

(b) ConTeENTs OF OrRDER ForM.—Every person so transferring a
firearm shall set forth in each copy of such order the manufacturer’s
number or other mark identifying such firearm, and shall forward a
copy of such order to the Secretary or his deiegate. The original
thereof, with stamp affixed, shall be returned to the applicant.

(¢) Documents To AccompaNy TransFers,—No person shall
transfer a firearm unless such person, in addition to complying with
subsection (b), transfers therewith (in compliance with such regu-
lations as may be preseribed under this chapter for proof of payment
of all taxes on such firearm)—

(1) for each prior transfer of such firearm which was subject to
the tax imposed by section 5811(a), the stamp-affixed order pro-
vided in this section, and

(2) for any making of such firearm which was subject to the
tax imposed by section 5821(a), the stamp-affixed declaration
provided in section 5821.

(d) Exemprion 1N Case or Recisrorep ImporTERS, MANUFAC-
TURERS, AND DuALErs.—Importers, manufacturers, and dealers who
have registered and paid the tax as provided for in this chapter shall
not be required to conform to the provisions of this section with
respect to transactions in firearms with dealers or manufacturers if
such dealers or manufacturers have registered and have paid such
tax, but shall keep such records and make such reports regarding
Elﬁc transactions as may be prescribed by regulations under this
chapter.

(e) SuppLy.—The Secretary or his delegate shall cause suitable
forms to be prepared for the purposes of subsection (a), and shall
cause the same to be distributed to officers designated by him.

§ 5814(e)
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PART III.—TAX ON MAKING FIREARMS
Sec. 5821. Rate, exceptions, ete.

SEC. 5821. RATE, EXCEPTIONS, ETC.

(a) Rare.—There shall be levied, collected, and paid upon the
making in the United States of any firearm (whether by manufacture,
putting together, alteration, any combination thereof, or otherwise)
a tax at that rate provided in section 5811 (a) which would apply to
any transfer of the firearm so made.

(b) Exceprions.—The tax imposed by subsection (a) shall not
apply to the making of a firearm—

(1) by any person who is engaged within the United States in the
business of manufacturing firearms;

(2) from another firearm with respect to which a tax has been
paid, prior to such making, under either section 5811 (a) or under
subsection (a) of this section; or

(3) for the use of—

(A) the United States Government, any State, Territory, or
possession of the United States, any political subdivision thereof,
or the Distriet of Columbia, or

(B) any peace officer or any Federal officer designated by
regulations of the Secretary or his delegate.

Any person who makes a firearm in respect of which the tax imposed
by subsection (a) does not apply by reason of the preceding sentence
shall make such report in respect thereof as the Secretary or his dele-
gate may by regulations prescribe.

(¢) By Wraom Pamn; Waen Parp.—The tax imposed by subsection
(a) shall be paid by t.ila person making the firearm. Such tax shall
be paid in advance of the making of the firearm. '

(d) How Pamp.—Payment of the tax imposed by subsection (a)
shall be represented by appropriate stamps to be provided by the
Secretary or his delegate.

(e) DecrLararioN.—It shall be unlawful for any person subject to
the tax imposed by subsection (a) to make a firearm unless, prior
to such making, he has declared in writing his intention to make a
firearm, has affixed the stamp described in subsection (d) to the
originaf of such declaration, and has filed such original and a copy
thereof. The declaration required by the preceding sentence shall be
filed at such place, and shall be in such form and contain such in-
formation, as the éecret.ary or his delegate may by regulations pre-
seribe.  The original of the declaration, with the stamp affixed,
shall be returned to the person making the declaration. If the person
making the declaration is an individual, there shall be included as
part of the declaration the fingerprints and a photograph of such
mdividual.

PART IV—OTHER TAXES

SEC. 5831. CROSS REFERENCE.
For excise tax on pistols, revolvers, and firearms, see section 4181.

§ 5821
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Subchapter B—General Provisions

Sec. 5841, Registration of persons in general.
Sec. 5842. Books, records and returns,

Bec. 5843. Identification of firearms.

Seec. 5844. Exportation,

See. 5845. Importation,

See. 5846. Other laws applicable.

See. 5847. Regulations.

See. 5848. Definitions.

SEC. 5841. REGISTRATION OF PERSONS IN GENERAL.

Every person possessing a firearm shall register, with the Secretary
or his delegate, the number or other mark identifying such firearm,
together with his name, address, place where such firearm is usually
kept, and place of business or employment, and, if such person is
other than a natural person, the name and home address of an exec-
utive officer thereof. No person shall be required to register under
this section with respect to a firearm which such person acquired by
transfer or importation or which such person made, if provisions of
this ehapter applied to such transfer, importation, or making, as the
case may be, and if the provisions which applied thereto were com-
plied with.

SEC. 5842, BOOKS, RECORDS AND RETURNS.

Importers, manufacturers, and dealers shall keep such books and
records and render such returns in relation to the transactions in
firearms specified in this chapter as the Secretary or his delegate may
by regulations require.

SEC. 5843. IDENTIFICATION OF FIREARMS.

Each manufacturer and importer of a firearm shall identify it with
a number or other identification mark approved by the Secretary
or his delegate, such number or mark to be stamped or otherwise
placed thereon in a manner approved by the Secretary or his delegate.

SEC. 5844. EXPORTATION.

Under such regulations as the Secretary or his delegate may
preseribe, and upon proof of the exportation of an earm to
any foreign country (whether exported as part of another article or
not) with respect to which the transfer tax under section 5811 has
been paid by the manufacturer, the Secretary or his delegate shall
refund to the manufacturer the amount of the tax so paid, or, if the
manufacturer waives all claim for the amount to be refunded, the
refund shall be made to the exporter.

SEC. 5845. IMPORTATION.

No firearm shall be imported or brought into the United States or
any territory under its control or jurisdiction, except that, under
regulations prescribed by the Secretary or his delegate, any firearm
may be so imported or brought in when—

(1) the purpose thereof is shown to be lawful and
(2) such firearm is unique or of a type which cannot be obtained
within the United States or such territory.  cakiia)
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SEC. 5846. OTHER LAWS APPLICABLE.

All provisions of law (including those relating to special taxes, to
the assessment, collection, remission, and refund of internal revenue
taxes, to the engraving, issuance, sale, accountability, cancellation,
and distribution of taxpaid stamps provided for in the internal reve-
nue laws, and to penalties) applicable with respect to the taxes im-
posed by sections 4701 and 4721, and all other provisions of the
mmternal revenue laws shall, insofar as not inconsistent with the
provisions of this chapter, be applicable with respect to the taxes
imposed by sections 5811 (a), 5821 (a) and 5801.

SEC. 5847. REGULATIONS.

The Secretary or his delegate shall prescribe such regulations as
may be necessary for carrying the provisions of this chapter into effect.
SEC. 5848. DEFINITIONS.

For purposes of this chapter—

(1) Firearm.—The term ‘firearm’” means a shot, or rifle
having a barrel of less than 18 inches in length, or any other weapon,
except a pistol or revolver, from which a shot is discharged by an
explosive if such weapon is capable of being concealed on the person,
or & machine gun, and includes a muffler or silencer for any firearm
whether or not such firearm is included within the foregoing defini-
tion, but does not include any rifle which is within the foregoing
provisions solely by reason of the length of its barrel if the caliber
i:-f Su?]h rifle is .22 or smaller and if its barrel is 16 inches or more in
ength.

(2) MacHiNE GuN.—The term ‘‘machine gun’’ means any weapon
which shoots, or is designed to shoot, automatically or semiauto-
matically, more than one shot, without manual reloading, by a
single function of the trigger.

(3) RrrLe.—The term “rifle’” means a weapon designed or rede-
signed, made or remade, and intended to be fired from the shoulder
and designed and made to use the energy of the explosive in a
fixed metallic cartridge to fire only a single projectile through a
rifled bore for each single pull of the trigger.

(4) Smoreun.—The term “shotgun’ means a weapon designed or
redesigned, made or remade, and intended to be fired from the shoul-
der and designed and made to use the ener%r of the explosive in a
fixed shotgun shell to fire through a smooth bore either a number of
ball shot or a single projectile for each single pull of the trigger.

(5) Any orHER WEAPON.—The term ‘“‘any other weapon’’ means
any weapon or device capable of being concealed on the person from
which a shot can be discharged through the energy of an explosive,
but such term shall not include pistols or revolvers or weapons de-
signed, made or intended to be fired from the shoulder and not
capab]’e of being fired with fixed ammunition.

(6) ImporTER.—The term ‘importer’” means any person who
imports or brings firearms into the United States for sale.

(7) Manvuracrurer.—The term “manufacturer’” means any
person who is engaged within the United States in the manufacture
of firearms, or who otherwise produces therein any firearm for
sale or disposition.

§ 5846
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(8) DuaLeErR.—The term “dealer’” means any person not a manu-
facturer or importer, engaged within the United States in the
business of selling firearms. The term “dealer” shall include whole-
salers, pawnbrokers, and dealers in used firearms.

(9) INTERSTATE COMMERCE.—The term “‘interstate commerce”
means transportation from any State or Territory or District, or
any insular possession of the United States, to any other State or to
the District of Columbia.

(10) To TRANSFER OR TRANSFERRED.—The term “to transfer”
or “transferred” shall include to sell, assign, pledge, lease, loan,
give away, or otherwise dispose of.

(11) Person.—The term “person” includes a partnership, com-
pany, association, or corporation, as well as a natural person.

§ 5348(11)
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Subchapter C—Unlawful Acts

See. 5851. Possessing firearms unlawfully transferred or made.
Sec. 5852. Removing or changing identification marks.

See. 5853, Importing firearms illegally, '
Bec. 5854. In case of failure to register and pay special tax,

SEC. 5851. PC})\?&%%SWG FIREARMS UNLAWFULLY TRANSFERRED OR

It shall be unlawful for any person to receive or possess any firearm
which has at any time been transferred in violation of sections 5811,
5812 (b), 5813, 5814, 5844, or 5846, or which has at any time been
made in violation of section 5821. Whenever on trial for a violation
of this section the defendant is shown to have or to have had posses-
sion of such firearm, such possession shall be deemed sufficient evi-
dence to authorize conviction, unless the defendant explains such
possession to the satisfaction of the jury.

SEC. 5852. REMOVING OR CHANGING IDENTIFICATION MARKS.

It shall be unlawful for anyone to obliterate, remove, change, or
alter the number or other identification mark required by section
5843. Whenever on trial for a violation of this section the defendant
is shown to have or to have had possession of any firearm upon which
such number or mark shall have been obliterated, removed, changed,
or altered, such possession shall be deemed sufficient evidence to
authorize conviction, unless the defendant explains such possession
to the satisfaction of the jury.

SEC. 5853. IMPORTING FIREARMS ILLEGALLY.

It shall be unlawful—

(1) fraudulently or knowingly to import or bring any firearm into
the United States or any territory under its control or jurisdiction,
in violation of the provisions of 13;]_9 chapter; or

(2) knowingly to assist in so doing; or

(3) to receive, conceal, buy, sell, or in any manner facilitate the
transportation, concealment, or sale of any such firearm after being
imported or brought in, knowing the same to have been imported
or brought in contrary to law.

Whenever on trial for a violation of this section the defendant is shown
to have or to have had possession of such firearm, such possession
shall be deemed sufficient evidence to authorize conviction, unless the
defendant explains such possession to the satisfaction of the jury.

SEC. 5854. INTEJJK\SE OF FAILURE TO REGISTER AND PAY SPECIAL

(a) ImporraTION, MANUFACTURE OR DEALING IN Firearms.—It
shall be unlawful for any person required to register under the
provisions of section 5802 to import, manufacture, or deal in firearms
without having registered and paid the tax imposed by section 5801.

(b) TransporTATION IN INTERsTATE CommERcE.—It shall be
unlawful for any person who is required to register as provided in
section 5841 and who shall not have so registered, or any other
person who has not in his possession a stamp-affixed order as provided
in section 5814 or a stamp-affixed declaration as provided in section
5821, to ship, carry, or deliver any firearm in interstate commerce.

§ 5851
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Subchapter D—Penalties and Forfeitures

See. 5861. Penalties,
Sec. 5862. Forfeitures.

SEC. 5861. PENALTIES.

Any person who violates or fails to comply with any of the require-
ments of this chapter shall, upon conviction, be fined not more than
$2,000, or be imprisoned for not more than 5 years, or both, in the
discretion of the court.

SEC. 5862. FORFEITURES,

(a) Laws AprpricaBLE.—Any firearm involved in any violation of
the provisions of this chapter or any regulation promulgated thereunder
shaﬁ be subject to seizure and forfeiture, and (except as provided in
subsection (b)) all the provisions of internal revenue laws relating to
searches, seizures, and forfeiture of unstamped articles are extended
to and made to apply to the articles taxed under this chapter, and the
persons to whom this chapter applies.

(b) DisposarL.—In the case of the forfeiture of any firearm b
reason of a violation of this chapter: No notice of public sale sh
be required; no such firearm shall be sold at public sale; if such fire-
arm is forfeited for a violation of this chapter and there is no remission
or mitigation of forfeiture thereof, it shall be delivered by the Secre-
tary or his delegate to the Administrator of General Services, General
Services Administration, who may order such firearm destroyed or
may sell it to any State, Territory, or possession, or political sub-
division thereof, or the District of Columbia, or at the request of the
Secretary or his delegate may authorize its retention for official use
of the %’reasury Department, or may transfer it without charge to
any executive department or independent establishment o{g the
Government for use by it.

§ 5862(b)
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