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Public Law 85-859

AN ACT S-pfﬁmber 2.24?58
To make technical changes in the Federal excise tax laws, and for other purposes. - R, 71

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled,

SECTION 1. SHORT TITLE, ETC.

(a) Smorr Titee—This Act may be cited as the “Excise Tax  Excise Tax
Technical Changes Act of 1958", Changes Act ‘of

(b) AxeNpMENT oF 1954 CopE.—Whenever in this Act an amend-
ment or repeal is expressed in terms of an amendment to or repeal of
a section or other provision, the reference shall be considered to be
made to a section or other provision of the Internal Revenue Code of
1954.

(¢) Errecrive Date.—Except as otherwise provided, the amend-
ments and repeals made by title I of this Act shall take effect on the
first day of the first calendar quarter which begins more than 60 days
after the date on which this Act is enacted. For effective dates of
amendments made by title IT of this Act, see section 210.

TITLE I—-MISCELLANEOUS EXCISE
TAXES

PART I—RETAILERS EXCISE TAXES

SEC. 101. SEMI-PRECIOUS STONES.
Section 4001 (tax on jewelry) is amended by striking out “Pearls, 584 Stat, 473.
: - : et = : :
precious and semi-precious stones, and imitations thereof.” and in-
serting in lieu thereof the following:
“The following stones, by whatever name called, whether real
or synthetic:

“Amber

Beryl of the following types:
Aquamarine
Emerald
Golden Beryl
Hellodor
Morganite

Chrysoberyl of the following types:
Alexandrite
Cat's eye
Chrysolite

Coral

Corundum of the following types:
Ruby
Sapphire

Diamond

Feldspar of the following type:
Moonstone

Garnet

Jadeite (Jade)

Jet

Lapis Lazuli

Nep}lrite (Jade)

Pearls (natural and cultured)

Peridot

Quartz of the following types:
Amethyst

Bloodstone
Citrine
Moss agate
Onyx
Sardonyx

AUTHENTICATED Tiger-eye
U.S. GOVERNMENT ge
INFORMATION
GPO
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Spinel
Topaz
Tourmaline
Turquoise
Zircon."”
SEC. 102, CERTAIN CLOCKS, CASES, AND MOVEMENTS.

Section 4003 (exemptions from tax on jewelry and related items)
is amended by adding at the end thereof the following new subsections:

“(e) Crocks Sursrcr 10 MaNvFracTurers Tax—The tax imposed
by section 4001 shall not apg y to a clock or watch, or to a case or
movement for a clock or watch, if a tax in respect of such clock, watch,
case, or movement was imposed under chapter 32 by reason of its sale
51) as a part or accessory, or (2) on or in connection with or with
the sale of any article:

“(d) Cerraix Parts or CoNTrOL OR REGULATORY DEVICES—The tax
imposed by section 4001 shall not apply to a clock or watch, or to a
case or movement for a clock or watch, if such clock, watch, case, or
movement is (1) a part of a control or regulatory device which is an
article (or part thereof) not taxable under chapter 32, or (2) sold as
a repair or replacement part for such a device.”

SEC. 103. LUGGAGE TAX.

Section 4031 (tax on luggage) is amended to read as follows:
“SEC. 4031. IMPOSITION OF TAX.

“There is hereby imposed upon the following articles, by whatever
name called, sold at retail (including in each case fittings or acces-
sories therefor sold on or in connection with the sale thereof) a tax
equivalent to 10 percent of the price for which so sold—

“Bathing suit bags. Manicure set cases,
Beach bags or kits. Memorandum pad cases (sunitable

Billfolds. for use as card or pass cases,
Briefcases. billfolds, purses, or wallets).
Brief bags. Musette bags.

Camping bags.

Card and pass cases.
Collar cases.

Cosmetic bags and kits.
Dressing cases.
Duffiebags.

Furlough bags.

Overnight bags.

Pockethooks.

Purses and handbags.

Ring binders, capable of closure
on all sides.

Salesmen’s sample or display
cases, bags, or trunks.

Garment bags designed for use Satchels.

by travelers. Shoe and slipper bags.
Hatboxes designed for use by Suitcases.

travelers. Tie cases.
Haversacks. Toilet kits and cases.
Key cases or containers. Traveling bags.
Knapsacks, Trunks.
Knitting or shopping bags (suit- Vanity bags or cases.

able for use as purses or hand- Valises.

bags). Wallets.

Makeup boxes.

"Wardrobe cases.”

SEC. 104. SALES OF INSTALLMENT ACCOUNTS BY RETAILERS.

Section 4053 (computation of tax on installment sales, etc.) is

amended—

(1) by striking out “In the case of—" and inserting in lieu

thereof the following:

“(a) GexeraL Rure.—In the case of—"; and

(2) by adding at the end thereof the following new subsections:

“(b) SaLes or INsTALLMENT Accounts.—If installment accounts,
with respect to payments on which tax is being computed as provided
in subsection (a), are sold or otherwise disposed of, then subsection
(a) shall not apply with respect to any subsequent, payments on such
accounts (other than subsequent payments on returnec{ accounts with
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respect to which credit or refund is allowable by reason of section 6416
(b) (5)), but instead there shall be paid—
“(1) an amount equal to the difference between (A) the tax
previously paid on the payments on such installment accounts, and
(B) the total tax; except that
“(2) if any such sale is pursuant to the order of, or subject to
the approval of, a court of competent jurisdiction in a bankruptc}w;
or insolvency proceeding, the amount comEuted under paragra
(1) shall not exceed the amount computed by multiplying (A) the
amount for which such accounts are sold, by (B) the rate of tax
under this chapter which applied on the day on which the trans-
action giving rise to such installment accounts took place.
“(e) LamrratioN.—The sum of the amounts payable under this
section in respect to the sale of any article shall not exceed the total
tax.”

SEC. 105, EXEMPTION FROM RETAILERS EXCISE TAXES FOR NON-
PROFIT EDUCATIONAL ORGANIZATIONS,

(a) Exesmprion.—Subchapter F of chapter 31 (special provisions

applicable to retailers tax) is amended by renumbering section 4057

as 4058, and by inserting after section 4056 the following new section :

“SEC. 4057. EXEMPTION FOR NONPROFIT EDUCATIONAL ORGANIZA-
TIONS.

“Under regulations prescribed by the Secretary or his delegate, no
tax shall be imposed under this chapter with respect to the sale of
any article to a nonprofit educational organization for its exclusive
use, or, in the case of a tax imposed by section 4041, with respect to
the use by a nonprofit educational organization of any liquid as a fuel.
For purposes of this section, the term ‘nonprofit educational organi-
zation’ means an educational organization described in section 503
(b) (2) which is exempt from income tax under section 501 (a).”

(b) Crericar AmexpMENT—The table of sections for subchapter
F of chapter 31 is amended by striking out

“SBec. 4057. Cross reference.”
and inserting in lieu thereof

“See, 4057, Exemption for nonprofit educational organizations.
“Sec. 4058. Cross reference.”

PART II-MANUFACTURERS EXCISE TAXES

SEC. 111, REFRIGERATOR COMPONENTS.
(a) Repear oF Tax.—Section 4111 (tax on refrigeration equipment)
is amended by striking out “Refrigerator components.”
(b) TrcHNICAL AMENDMENTS.—
(1) Section 4112 (definition of refrigerator components) is
hereby repealed.
(2) The table of sections for part I of subchapter Buof chapter
32 (refrigeration equipment) is amended by striking out
“Sec. 4112. Definition of refrigerator components.”

SEC. 112, ELECTRIC, GAS, AND OIL APPLIANCES.
Section 4121 (tax on electric, gas, and oil appliances) is amended—
(1; by striking out “( a') HousenoLp-TypPE ARrricLES.—",
(2) by striking out subsection (b) thereof,
(3) by striking out “Electric belt-driven fans.” and inserting
in lieu thereof
“Electric direct-motor and belt-driven fans and air circulators.”
(4) by striking out “Electric floor polishers and waxers.”, and
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(5) by striking out “Electric garbage disposal units.” and in-
serting in lieu thereof ; 3
“Electric, gas, or oil incinerator units and garbage disposal
units.”

SEC. 113. RADIO AND TELEVISION COMPONENTS; RECORD PLAYERS;
ETC.
(a) I~ GenerarL.—Part I of subchapter C of chapter 32 (radio and
television sets, phonographs and records) is amended to read as
follows:

“PART I—RADIO AND TELEVISION SETS, PHONO-
GRAPHS AND RECORDS, ETC.

“Sec. 4141. Imposition of tax.

“Sec. 4142, Definition of radio and television component.

“Seec, 4148. Exemption for communication, ete., equipment.
“SEC. 4141. IMPOSITION OF TAX.

“There is hereby imposed upon the sale by the manufacturer, pro-
ducer, or importer of the following articles (including in each case
parts or accessories therefor sold on or in connection with the sale
thereof), a tax equivalent to 10 percent of the price for which so sold :

“Radio receiving sets.
Automobile raﬁio receiving sets.
Television receiving sets.
Automobile television receiving sets.
Phonographs.
Combinations of any of the foregoing,
Radio and television components.
Phonograph records.

“SEC. 4142. DEFINITION OF RADIO AND TELEVISION COMPONENT.

“As used in section 4141, the term ‘radio and television components’
means chassis, cabinets, tubes, speakers, amplifiers, power supply units,
antennae of the ‘built-in’ type, phonograph mechanisms, and phono-
graph record-players, which are suitable for use on or in connection
with, or as component parts of, any of the articles enumerated in
section 4141, whether or not primarily adapted for such use.

“SEC. 4143. EXEMPTION FOR COMMUNICATION, ETC., EQUIPMENT.

“(a) In GEneraL.—Except in the case of radio and television com-
ponents and phonograph records, the tax imposed by section 4141
shall not apply to communication, detection, or navigation equipment
of the type used in commercial, military, or marine installations.

“(b) ComrponeENnTs.—The tax imposed by section 4141 on radio and
television components shall not apply to any article which is suitable
for use only on or in connection with, or as a component of, articles
exempt from tax under subsection (a).”

(b) TecmN1cAL AMENDMENT.—The table of parts for sueh sub-
chapter (' is amended by striking out “records.” and inserting in lieu
thereof *“records, ete.”.

SEC. 114. STENCIL CUTTING MACHINES OF THE TYPE USED IN MARK-
ING FREIGHT SHIPMENTS.

(a) Exemprion.—Section 4192 (exemption from tax on business
machines) is amended to read as follows:
“SEC. 4192. EXEMPTIONS.

“No tax shall be imposed under section 4191 on the sale of cash reg-
isters of the type useg in registering over-the-counter retail sales, or
on the sale of stencil cutting machines of the type used in shipping
departments in making cutout stencils for marking freight shipments.”
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(b) Crerrcan AxexpmENT.—The table of sections for part I of sub-

chapter E of chapter 32 is amended by striking out
“Sec. 4192. Exemption for retail sales cash register.”

and inserting in lieu thereof
“Sec, 4192. Exemptions.”

SEC. 115. CONSTRUCTIVE SALE PRICE FOR MANUFACTURERS EXCISE
TAXES.

Section 4216 (b) (constructive sale price) is amended to read as
follows:

“(b) CoxstrRUCTIVE SALE PRICE—

“(1) InxceneraL.—Ifanarticleis—

“(A) sold at retail,
“« Bg sold on consignment, or
“(C) sold (otherwise than through an arm’s length trans-
action) at less than the fair market pri
the tax under this chapter shall éif based on the grice for which
the article is sold) be computed on the price for which such
articles are sold, in the o ry course of trade, by manufac-
turers or producers thereof, as determined by the Secretary or
his delegate. In the case of an article sold at retail, the computa-
tion under the preceding sentence shall be on whichever of the fol-
lowing prices is the lower: (i) the price for which such article is
sold, or 12' the highest price for which such articles are sold to
wholesale istributors, in the ordinary course of trade, by manu-
facturers or producers thereof, as determined by the Secretary or
his (li'elegate. This paragraph shall not apply if paragraph (2)
applies.

‘P(2) Seeciar ruLe,—If an article is sold at retail, to a retailer,
or to a special dealer (as defined in paragraph (3)), and if—

“(I:le;: the manufacturer, producer, or importer of such
article regularly sells such articles at retail, to retailers, or
to special dealers, as the case may be,

“(B) the manufacturer, producer, or importer of such
article regularly sells such articles to one or more wholesale
distributors (other than special dealers) in arm’s length
transactions and he establishes that his prices in such cases are
deterlrlnined without regard to any tax benefit under this para-
graph,

“?C) the normal method of sales for such articles within
the industry is not to sell such articles at retail or to retailers,
or combinations thereof, and

“(D) the transaction is an arm’s length transaction,

the tax under this chapter shall (if based on the price for
which the article is sold) be computed on whichever of the fol-
lowing prices is the lower: (i) the price for which such article
is sold, or (ii) the highest price for which such articles are sold
by such manufacturer, producer, or importer to wholesale dis-
tributors (other than special dealers).

“(83)_SeecraL peaLEr.—For purposes of paragraph (2), the term
‘special dealer’ means a distrigutor of articles taxable under sec-
tion 4121 who does not maintain a sales force to resell the article
whose constructive price is established under paragraph (2) but
relies on salesmen of the manufacturer, producer, or importer of
the article for resale of the article to retailers.”

98395-59-p1, [—81
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SEC. 116. SALES OF INSTALLMENT ACCOUNTS BY MANUFACTURERS.

Section 4216 (computation of tax on installment sales, ete.) is
amended by adding at the end thereof the following new subsection:

“(e) Sares or INsTaLLMENT Accounts.—If installment accounts
with respect to payments on which tax is being computed as provid:
in subsection (c), are sold or otherwise disposed of, then subsection
(e) shall not apply with respect to any subsequent payments on
such accounts (other than subsequent payments on returned accounts
with respect to which credit or refun(}J is allowable by reason of sec-
tion 6416 (b) (5)), but instead—

“(1) there shall be paid an amount equal to the difference be-
tween (A) the tax previously paid on the payments on such
installment accounts, and (B) the total tax; except that

“(2) if any such sale is pursuant to the order of, or subject to
the approval of, a court of competent jurisdiction in a bankrupte;
or insolvency proceeding, the amount computed under paragra
(1) shall not exceed the amount computed by multip}}]ring (A)
the amount for which such accounts are sold, by (B) the rate of
tax under this chapter which applied on the day on which the
transaction giving rise to such installment accounts took place.

The sum of the amounts payable under this subsection and subsection
(c) in respect of the sale of any article shall not exceed the total tax.”

SEC. 117. LEASES OF CERTAIN ARTICLES SUBJECT TO MANUFAC-
TURERS EXCISE TAXES.
(a) In Generan—Section 4217 (lease considered as sale) is
amended to read as follows:

“SEC. 4217. LEASES.

“(‘a.) Lease Consierep as Sare—For purposes of this chapter,
the lease of an article (including any renewal or any extension of a
lease or any subsequent lease of such article) by the manufacturer,
producer, or importer shall be considered a sale of such article.

“(b) Lmyrration oN Tax.—In the case of any lease described in
subsection (a) of an article taxable under this chapter, if the tax
under this chapter is based on the price for which such articles are
sold, there shall be paid on each lease payment with respect to such
article a percentage of such payment equal to the rate of tax in effect
on the date of such payment, until the total of the tax payments under
such lease and any prior lease to which this subsection applies equals
the total tax.

“(¢) DerFintTION OF ToTan Tax.—For purposes of this section, the
term ‘total tax’ means—

“(1) except as provided in pamgraﬂh (2), the tax computed
on the constructive sale price for suc article which would be
determined under section 4216 (b) if such article were sold at
retail on the date of the first lease to which subsection (b) ap-

lies; or
i #(2) if the first lease to which subsection (b) a%plies is not the
first lease of the article, the tax computed on the fair market
value of such article on the date of the first lease to which sub-
section (b) applies. :
Any such computation of tax shall be made at the a{)phcabla rate
specified in this chapter in effect on the date of the first lease to which
subsection (b) applies.

“(d) Specrar Rures.—

(1) LEssor MUST ALSO BE ENGAGED IN SELLING.—Subsection (b)
shall not aplply to any lease of an article unless at the time of
making the lease, or any prior lease of such article to which sub-
section (b) applies, the person making the lease or prior lease was
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also engaged in the business of selling in arm’s length transac-
tions the same type and model of article.

“(2) SALE BEFORE TOTAL TAX BECOMES PAYABLE.—If the tax-
payer sells an article before the total tax has become payable,
then the tax payable on such sale shall be whichever of the fol-
lowing is the smaller :

“(A) the difference between (i) the tax imposed on lease
payments under leases of such article to which subsection
(b) applies, and (ii) the total tax, or
“(B) a tax computed, at the rate in effect on the date of
the sale, on the price for which the article is sold.
For purposes of subparagraph (B), if the sale is at arm’s length,
section 4216 (b) shall not apply.

“(3) SALE AFTER TOTAL TAX HAS BECOME PAYABLE.—If the tax-
payer sells an article after the total tax has become payable, no
tax shall be imposed under this chapter on such sale.

“(4) TransiTioNAL ruLEs.—For purposes of this subsection
and subsections (b) and (c), in the case of any lease entered into
l(:iefore the effective date of subsection (b) and existing on such

ate—

“(A) such lease shall be considered as having been entered
into on such date:

“(B) the total tax shall be computed on the fair market
value of the article on such date ; and

“(C) the lease payments under such lease shall include
gnly ”payments attributable to periods on and after such

ate.

(b) Repear or Skoron 4216 (d); ComrrectioNn or Cross REFER-
ENCE.—Section 4216 (definition of price) is amended by striking out
subsection (d) thereof. Section 4216 (¢) (partial payments) is
amended by striking out “subsection (d)” and inserting in lieu thereof
“section 4217 (b)”.

(c) AppricatioNn or SecrioN.—The amendments made by subsec-
tions (a) and (b) shall not apply to any lease of an article if section
4216 (d) of the Internal Revenue Code of 1954 applied to any lease
?&f such article before the effective date specified in section 1 (c¢) of this

ct.

(d) Tecmnicar AmeNpmenT.—The table of sections for subchapter
F of chapter 32 is amended by striking out “Lease considered sale.”
and inserting in lieu thereof “Leases.”.

SEC. 118. USE BY MANUFACTURER OR IMPORTER CONSIDERED SALE.

Section 4218 (use by manufacturer or importer considered sale) is
amended to read as follows:

“SEC. 4218. USE BY MANUFACTURER OR IMPORTER CONSIDERED
SALE.

“(a) Generar Rure—If any person manufactures, produces, or
imports an article (other than an article specified in subsection (b)
or (¢)) and uses it (otherwise than as material in the manufacture or
production of, or as a component part of, another article taxable under
this chapter to be manufactured or produced by him), then he shall
be liable for tax under this chapter in the same manner as if such
article were sold by him.

“(b) Tires, Tupes, ANpD AvTomoriLE RECEIVING SETs.—If any per-
son manufactures, produces, or imports a tire or inner tube taxable
under section 4071, or an automobile radio or television receiving set
taxable under section 4141, and sells it on or in connection with the
sale of any article, or uses it, then he shall be liable for tax under this
chapter in the same manner as if such article were sold by him.

26 USC 4216,

26 USC 4216+
4226,

26 USC 4218,

26 USC 4071.
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“(c) AvromoBiLe Parrs, Rapio CompoNeNtTs, Camera LrNses,
Erc.—If any person manufactures, produces, or imports a part or
26 USC 4061, yccessory taxable under section 4061 (b), a radio or television com-
ponent taxable under section 4141, or a camera lens taxable under
26 USC 4171 section 4171, and uses it (otherwise than as material in the manufac-
ture or pro&uction of, or as a component part of, any other article to
be manufactured or produced by him), then he shall be liable for tax
;.qlder this chapter in the same manner as if such article were sold by
rim.
“(d) CompuratioNn or Tax.—Except as provided in section 4223
(b), in any case in which a person is made liable for tax by the pre-
ceding provisions of this section, the tax (if based on the price for
which the article is sold) shall be computed on the price at which such
or similar articles are sold, in the ordinary course of trade, by manu-
facturers, producers, or importers, thereof, as determined by the
Secretary or his delegate.”

SEC. 119. UNIFORM SYSTEM OF EXEMPTIONS; REGISTRATION; ETC.

J25 Usc 406 (a) IN GeNeraL.—Chapter 32 (manufacturers excise taxes) is

{ amended by striking out sections 4220 to 4225, inclusive, and by insert-
ing after section 4219 the following:

“Subchapter G—Exemptions, Registration, Etc.

“Sec, 4221. Certain tax-free sales.
“Bee, 4222, Registration.
“Sec. 4228, Special rules relating to further manufacture.
“Sec. 4224. Exemption for artieles taxable as jewelry.
“Sec, 4225. Exemption of articles manufactured or produced by
Indians.
“Sec, 4226. Floor stocks taxes.
“Bec. 4227. Cross references,
“SEC. 4221. CERTAIN TAX-FREE SALES.

“(a) GENEraL RurLeE—Under regulations prescribed by the Secre-
tary or his delegate, no tax shall be imposed under this chapter on the
sale by the manufacturer of an article—

“(1) for use by the purchaser for further manufacture, or for
resale by the purchaser to a second purchaser for use by such
second purchaser in further manufacture,

“(2) for export, or for resale by the purchaser to a second pur-
chaser for export,

*(3) for use by the purchaser as supplies for vessels or aircraft,

“54) to a State or local government for the exclusive use of a
State or local government, or

“(5) to a nonprofit educational organization for its exclusive
use,

but only if such exportation or use is to occur before any other use.

“(b) Proor or REesaLE ror FurTHER MANUracTURE; PRroor oF

Exporr.—Where an article has been sold free of tax under subsection

(a)—
“(1) for resale by the purchaser to a second purchaser for use by
such second purchaser in further manufacture, or
“(2) for export, or for resale by the purchaser to a second pur-
chaser for export,
subsection (a) shall cease to apply in respect of such sale of such
article unless, within the 6-month period which begins on the date of
the sale by the manufacturer (or, if earlier, on the date of shipment by
the manufacturer), the manufacturer receives proof that the article
has been exported or resold for use in further manufacture,
“(¢) MaxvuracturER Rertevep From Liasiwrry 1N CErRTAIN
Cases—In the case of any article sold free of tax under this section
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(other than a sale to which subsection (b) aE(]]glies , and in the case
of any article sold free of tax under section 4063 (b), 4083, or 4093,
if the manufacturer in good faith accepts a certification by the pur-
chaser that the article will be used in accordance with the aﬁphcabla
provisions of law, no tax shall thereafter be imposed under this chap-
ter in reslgzg of such sale by such manufacturer.

“(d) N1TI0NS.—For purposes of this section—

“(1) Manuracturer—The term ‘manufacturer’ includes a
producer or importer of an article.

“(2) Exporr.—The term ‘export’ includes shipment to a pos-
session of the United States; and the term ‘exported’ includes
shipped to a possession of the United States. .

“(3) SupPLIES FOR VESSELS OR AIRCRAFT.—The term ‘supplies
for vessels or aircraft’ means fuel supplies, ships’ stores, sea
stores, or legitimate equipment on vessels of war of the United
States or of any foreign nation, vessels employed in the fisheries
or in the whaling business, or vessels actually engaged in foreign
trade or trade between the Atlantic and Pacific ports of the United
States or between the United States and any of its possessions.
For purposes of the preceding sentence, the term ‘vessels’ in-
cludes civil aireraft employed in foreign trade or trade between
the United States and any of its possessions, and the term ‘vessels
of war of the United States or of any foreign nation’ includes
airceraft owned by the United States or by any foreign nation and
constituting a part of the armed forces thereof.

“(4) STATE OR LOCAL GOVERNMENT.—The term ‘State or local
government’ means any State, Alaska, Hawaii, the District of
Columbia, or any political subdivision of any of the foregoing.

“(5) NONPROFIT EDUCATIONAL ORGANIZATION.—The term ‘non-
profit educational organization’ means an educational organiza-
tion described in section 503 (b) (2) which is exempt from income
tax under section 501 (a).

“(6) USE IN FURTHER MANUFACTURE.—An article shall be treated
as sold for use in further manufacture if—

“(A) such article (other than an article referred to in sub-
paragraph (B)) is sold for use by the purchaser as material
in the manufacture or production of, or as a component part
of, another article taxable under this chapter to be manu-
factured or produced by him; or

“(B) in the case of a part or accessory taxable under section
4061 (b), a radio or television component taxable under sec-
tion 4141, or a camera lens taxable under section 4171, such
article is sold for use by the purchaser as material in the
manufacture or production of, or as a component part of,
another article to be manufactured or produced by him.

“(e) SpeciaL Runes.—

“(1) RECIPROCITY REQUIRED IN CASE OF CIVIL ATRCRA¥FT.—In the
case of articles sold for use as supplies for aircraft, the privileges
granted under subsection (a) (8) in respect of civiF aircraft
amj)loyed in foreign trade or trade between the United States
and any of its possessions, in respect of aircraft registered in a
foreign country, shall be allowed only if the Secretary of the
Treasury has been advised by the Secretary of Commerce that
he has found that such foreign country allows, or will allow,
substantially reciprocal privileges in respect of aircraft registered
in the United Sates. If the Secretary of the Treasury is advised
by the Secretary of Commerce that he has found that a foreign
country has discontinued or will discontinue the allowance of
such privileges, the privileges granted under subsection (a) (3)
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shall not apply thereafter in respect of civil aircraft registered
in that foreign country and employed in foreign trade or trade
between the United States and any of its possessions.

“(2) TIRES, TUBES, AND AUTOMOBILE RECEIVING SETS,—

“(A) Tax-rreE saLEs.—Under regulations prescribed by
the Secretary or his delegate, no tax shall be imposed under
section 4071 or 4141 on the sale by the manufacturer of a
tire,finner tube, or automobile radio or television receiving
set 1f—

“(i) such tire, tube, or receiving set is sold for use b
the purchaser for sale on or in connection with the sale
of another article manufactured or produced by such
purchaser; and

“(ii) such other article is to be sold by such pur-
chaser in a sale which either will satisfy the requirements
of paragraph (2), (3), (4), or (5) of subsection (a) for
a tax-free sale, or would satisfy such requirements but
for the fact that such other article is not subject to tax
under this chapter,

“(B) Proor.—Where a tire, tube, or receiving set has been
sold free of tax under this paragraph, this paragraph shall
cease to apply unless, within the 6-month period which begins
on the date of the sale by him (or, if earlier, on the date of
the shipment by him), the manufacturer of such tire, tube
or recelving set receives proof that the other article referred
to in clause (ii) of subparagraph (A) has been sold in a
manner which satisfies the requirements of such clause (ii)
(including in the case of a sale for export, proof of export of
such other article).

“(C) SussecTiON (a} (1) poEs Nor AppLY.—Paragraph (1)
of subsection (a) shall not apply with respect to the tax
imposed under section 4071 or 4141 on the sale of a tire,
inner tube, or automobile radio or television receiving set.

“(3) MUSICAL INSTRUMENTS SOLD FOR RELIGIOUS USE.—U/nder
regulations prescribed by the Secretary or his delegate, the tax
imposed by section 4151 shall not apply to musical instruments
sold to a religious institution for exclusively religious purposes.

“(f) Saues or MecuanNican Pencits anp Pens ror Exrorr.—
Under rsgulations rescribed by the Secretary or his delegate,
mechanical pencils, fountain pens, and ball point pens subject to the
tax imposed by section 4201 may be sold by the manufacturer free of
tax for export or for resale for export upon receipt by him of notice of
intent to export or to resell for export.

“SEC. 4222, REGISTRATION.

“(a) GenerarL Rure—Except as provided in subsection (b), sec-
tion 4221 shall not apply with respect to the sale of any article unless
the manufacturer, the first purchaser, and the second purchaser (if
any) are all registered under this section. Registration under this
section shall be made at such time, in such manner and form, and
subject to such terms and conditions, as the Secretary or his delegate
may by ;:ﬁ'ulations prescribe. A registration under this section
may be used only in accordance with regulations prescribed under
this section.

“(b) ExceprioNs.—

“(1) PURCHASES BY STATE AND LOCAL GOVERNMENTS.—Subsec-
tion (a) shall not apply to any State or local government in con-
nection with the purchase by it of any article if such State or
local government complies with such regulations relating to the
use oggxempt-ion certificates in lieu of registration as the Secre-
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tary or his delegate shall prescribe to carry out the purpose of
this paragraph.

@ 32{ xporT.—Subject to such regulations as the Secretary or
his delegate may prescribe for the purpose of this paragraph, in
the case of any sale or resale for export, the Secretary or his
delegate may relieve the puyrchaser or the second purchaser, or
both, from the requirement of registering under this section.

“(3) CERTAIN PURCHASES AND SALES BY THE UNITED STATES.—
Subsection (a) shall apply to purchases and sales by the United
States only to the extent provided by regulations prescribed by
the Secretary or his delegate.

“(4) MECHANICAL PENCILS, FOUNTAIN PENS, AND BALL POINT
pENS.—Subsection (a) shall not apply in the case of mechanical
pencils, fountain pens, and ball point pens subject to the tax im-
posed by section 4201 sold by the manufacturer for export or for
resale for export.

“(c) REVOCATION OR SUSPENSION OF REcIsTRATION.—Under regula-
tions prescribed by the Sgeretary or his delegate, the registration of
any person under this section may be revoked or suspended if the
Secretary or his delegate determines—

“(vl) that suc%aperson has used such registration to avoid the
payment of any tax imposed by this chapter, or to postpone or in
any manner to interfere with the collection of any such tax, or

‘(2) that such revocation or suspension is necessary to protect
the revenue,

The revocation or suspension under this subsection shall be in addi-
tion to any penalty provided by law for any act or failure to act.

“(d) RecistrATION IN THE CASE OF CERTAIN OTHER EXEMPTIONS.—
The provisions of this section may be extended to, and made applica-
ble with respect to, the exemptions provided by sections 4063 (b),
4083, 4093, and 4182 (b), and the exemptions authorized under sec-
tion 4293 in respect of the taxes imge by this chapter, to the ex-
tent provided by regulations preseribed by the Secretary or his dele-
rate.

P (e) Derinrrions.—Terms used in this section which are defined in
??ic)tion 4221 (d) shall have the meaning given to them by section 4221
“SEC. 4223. SPECIAL RULES RELATING TO FURTHER MANUFACTURE.

“(a) PurcHasine MANUFACTURER To Be TrEATED A8 THE MaNU-
rAcTURER.—For purposes of this chapter, a manufacturer or pro-
ducer to whom an article is sold or resold free of tax under section
4221 (a) (12 for use by him in further manufacture shall be treated
as the manufacturer or producer of such article,

“(b) Compurarion oF TAx—If the manufacturer or producer re-
ferred to in subsection (a) incurs liability for tax under this chapter
on his sale or use of an article referred to in subsection (g) and the
tax is based on the price for which the article is sold, the article shall
be treated as having been sold by him—

“(1) at the price for which the article was sold by him (or,
where the tax is on his use of the article, at the price referred to
in section 4218 (d)) ; or

“(2) if he so elects and establishes such price to the satisfaction
of the Secretary or his delegate—

= gA) at the price for which the article was sold to him; or

“(B) at the price for which the article was sold by the
person who (without regard to subsection (a)) is the manu-
facturer, producer, or importer of such article.
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For purposes of this subsection, the price for which the article was
sold shaﬁ be determined as provided in section 4216. For purposes
of paragraph (2) no adjustment or readjustment shall be made in
such price by reason of any discount, rebate, allowance, return or
repossession of a container or covering, or otherwise. An election
under paragraph (2) shall be made in the return reporting the tax
applicable to the sale or use of the article, and may not be revoked.

“SEC. 4224. EXEMPTION FOR ARTICLES TAXABLE AS JEWELRY.

“No tax shall be imposed under this chapter on any article taxable
under section 4001 (relating to jewelry tax). This section shall not
apply to any clock or watch, or to any case or movement for a clock
or watch, sold (1) as a part or accessory, or (2) on or in connection
with or with the sale of any article.

“SEC. 4225. EXEMPTION OF ARTICLES MANUFACTURED OR PRODUCED
BY INDIANS,

No tax shall be imposed under this chapter on any article of

native Indian handicraft manufactured or produced by Indians on

indian reservations, or in Indian schools, or by Indians under the

jurisdiction of the United States Government in Alaska.”

(b) TecuNICAL AMENDMENTS.—

Sl) Section 4041 is amended by adding at the end thereof the
following new subsection :

“(e) Exemprion For Use as Suppries For Vessers.—Under regula-
tions prescribed by the Secretary or his delegate, no tax shall be
imposed under subsection (b) in the case of any fuel sold for use or
used s(ts& ;m pl )ieE for vessels or aireraft (within J.e meaning of section
4221 3)).

(2) Part IT of subchapter C of chapter 32 is amended by
striking out section 4152, and by striking out

“Sec. 4152. Exemption for religious or educational use.”

in the table of sections for such part.
(3) The table of sections for subchapter F of chapter 32 is
amended by striking out

“See, 4220, Exemptions for sales or resales to manufacturers.”

and all that follows,
(4) Section 4601 (applicability of tariff provisions) is

amended by adding at the end thereof the followmgl:
“Articles manufactured or produced with the use of articles uﬁon the
importation of which tax has been paid under subchapter A, B, C, or
D of this chapter, if laden for use as supplies on vessels referred to
in section 4221 (d) (3), shall be held to Ee exported for purposes of
this section.”

PART III—FACILITIES AND SERVICES

SEC. 131. ADMISSIONS.
(a) Exemprion oF First $1 Parp For Apmission.—Section 4231 (1)
(general admissions tax) is amended to read as follows:
“(1) (GENERAL.—

“(A) SineLe apmissioN.—A tax of 1 cent for each 10 cents
or major fraction thereof of the amount in excess of $1 paid
for admission to any place.

“(B) Seasox TICKET.—In the case of a season ticket or
subscription for admission to any place, a tax of 1 cent for
each 10 cents or major fraction thereof of the amount paid
for such season ticket or subscription which is in excess of $1
multiplied by the number of admissions provided by such
season ticket or subscription.

13
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“(C) By wnaox pam,—The taxes imposed under sub-
mn:j._:raphs (A) and (B) shall be paid by the person paying
or the admission.”

(b) AppricaTion or ApyissioNs Tax Oursipe tHE U'N1TED STATES.—
Section 4231 (admissions tax) is amended by adding at the end thereof
the following new sentences:

“This section shall apply with respect to amounts paid within or out-
side the United States, but only if the place of admission or perform-
ance is within the United States. In the case of any payment outside
the United States in respect of which tax is imposed under paragraph
(1), (2), or (3) of this section, such tax shall be collected by the
person who is to furnish the faciliti\; or service, and if such person
does not collect the tax he shall be liable for the payment of such tax.”

(¢) Corecriony ofF CaBarer Tax on PaymeENTs 1o CONCESSION-
Aires.—The second sentence of paragraph (6) of section 4231 l%tax on
cabarets) is amended to read as follows: “The tax imposed under this
paragraph shall be returned and paid by the person receiving such
payments; except that if the person receiving such pnﬁvmentsl 18 a
concessionaire, the tax imposed under this paragraph shall be paid by
such concessionaire and collected from him by the proprietor of the
roof garden, cabaret, or other similar place.”

(d) Arpuication oF Casarer Tax to MiLk Bars.—Section 4232
(b) (defining the term “roof garden, cabaret, or other similar place”)
is amended by adding at the end thereof the following new sentence:
“Such term does not include any place if—

“(1) no beverage subject to tax under chapter 51 (distilled

spirits, wines, anfe beer) is served or permitted to be consumed;
& (2; only light refreshment is served ;
“(3) where space is provided for dancing, no charge is made
for dancing; an

“(4) where music is provided or permitted, such music is

(A) instrumental or other music which is supﬁalied without any
charge to the owner, lessee, or operator of such place (or to any
concessionaire), or (B) mechanical musie.”

(e) Apyssions INUriNe 10 BENEFIT 0F SCHOLARSHIP AND FEL-
rowsure Funps.—Section 4233 (a) (1) (A) (exemptions from ad-
missions tax) is amended by striking out “possessions—" at the end
of clause &vi) and inserting in lieu thereof “possessions;”, and by
inserting after clause (vi) the following new clause:

*(vii) a trust or organization described in section 501
(e) (3) which is exempt from tax under section 501 (a)
and which is organized and operated exclusively to pro-
vide scholarships and fellowships for study above the
secondary level—".

(f) Apmissions To PrivateLy Operatep SwinmiNe Poovs, Erc.—
Section 4233 (a) (4) (exemption from admissions tax in case of cer-
tain places for physical exercise) is amended to read as follows:

“(4) SwmmmiNG poors, ETC.—Any admissions to swimming
ools, bathing beaches, skating rinks, or other places providing
acilities for physical exercise (other than dancing).”

(g) Tecunicar AMENDMENT.—Section 4291 (cases where persons
receiving payment must collect tax) is amended by striking out “Ex-
cept as provided in section 4264 (a),” and inserting in leu thereof
*Except as otherwise provided in sections 4231 and 4264 (a),”.
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SEC. 132. CLUB DUES.
(a) Tax ox Lire MemBersHIPs.—Section 4241 (a) (3) (club dues
tax in the case of life memberships) is amended to read as follows:
“(3) Lre meEmBERsHIPS.—In the case of life membershi
“(A) a tax equivalent to the tax upon the amount paid
as dues or membership fees by memgrs (other than life
members) having privileges most nearly comparable to those
of the person hcﬁtﬁng the life membership; or
“(B) at the election (made at such time not later than
the day on which the first amount is paid for life member-
ship, and made in such manner and form, as the Secretary or
his delegate shall by regulations prescribe) of the person
holding the life membership, a tax equivalent to 20 percent
of any amount paid for the life membership. Any election
under this subparagraph shall be irrevocable.
If subparagraph (A) applies, no tax shall be paid under this
subsection on amounts paid for the life membership, and the tax
under subparagraph FA) shall be paid at the time for the
Fnyment of dues or membership fees by members (other than
ife members) having privileges most nearly comparable to
those of the person holding the life membership. Any tax pay-
able under this paragraph shall be in addition to any tax payalg
under paragraph (1) or (2). No tax shall be payable under this
paragraph on any life membership for which no charge is made
to any person.”

(b) AssessMENTS Pamp ror CAPITAL IMPROVEMENTS; NONPROFIT
SwiMMING 0R SkaTiNG Faciurries.—Section 4243 (exemption from
the tax on club dues in the case of fraternal organizations) is
amended—

(1) by striking out the heading and inserting in lieu thereof

“SEC. 4243. EXEMPTIONS.”;

(2) by striking out “There” and inserting in lieu thereof “(a)
FraTterNaL Orcanizations.—There”; and
(3) by adding at the end thereof the following new subsections:

“(b) AssessMENTS For Caprrar ImprovEMENTS.—Notwithstanding
any other provision of this part, there shall be exempted from the
provisions of section 4241 any assessment paid for the construction or
reconstruction of any social, athletic, or sporting facility (or for the
construction or reconstruction of any capital addition to, or capital
improvement of, any such facility).

“(c¢) NonpPROFIT SWIMMING OR SKATING Faciurries.—Under regu-
lations prescribed by the Secretary or his delegate, there shall be
exempted from the provisions of section 4241 all amounts paid as
dues or fees to any club or other organization organized and operated
primarily for the purpose of providing swimming or skating facili-
ties for its members, if no part of the net earnings of such organiza-
tion inures to the benefit of any private stockholder or individual.

This subsection shall apply with t to an organization onljlr if it
is established to the satisfaction of the Secretary or his delegate
that—

“Sl) children will be permitted to use the swimming or skating
facilities, on the basis of their own membership or t%e member-
ship of adults;

“(2) no beverage subject to tax under chapter 51 (distilled
spirits, wines, and beer) will be served or permitted to be con-
sumed on any premises under the control of such organization;

“51:3) no dining facilities (other than facilities for light re-
freshment), and no dancing facilities, will be provided on any
premises under the control of such organization; and

26 USC 5001«
693
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“(4) such organization is not controlled by, or under common
control with, any other organization.”

(¢) Tecunicar AmexpmeNT.—The table of sections for part IT of 26

subchapter A of chapter 33 is amended by striking out
“See. 4243. Exemption—Fraternal organizations.”
and inserting in lieu thereof
“Sec. 4243. Exemptions.”

(d) Errecrive DaTEs.—

(1) Subparagraph (A) of section 4241 (a) (3) of the Internal
Revenue Code of 1954, as amended by subsection (33 of this sec-
tion, shall apply only with respect to amounts paid on or after
the effective date specified in section 1 (¢) of this Act. Subpara-
griﬁh (B) of such section 4241 (a) (3), asso amended, shall apply
with respect to all amounts paid for the life membership and
without regard to the tax imposed by such section for any period
before such effective date. For purposes of such subparagraph
(B), and for purposes of the preceding sentence, all amounts
paid at any time before the day which is 6 months after such
effective date shall be treated as paid on such dayI'.

(2) Subsection (b) of section 4243 of the Internal Revenue
Code of 1954, as added by subsection (b) of this section, shall
apply only with respect to assessments paid on or after the effec-
tive date specified in section 1 (¢) of this Act for construction
or reconstruction begun on or after such effective date. Sub-
section (c¢) of such section 4243, as added by subsection (b(L of
this seetion, shall apply only with respect to amounts (including
assessments for construction or reconstruction) paid on or after
January 1, 1958. No interest shall be allowed or paid on any
overpayment in ect of dues or fees paid on or before the date
of the enactment of this Act, if refund or credit of such overpay-
ment would not be allowable but for subsection (¢) of such section
4243, as added by subsection (b) of this section.

SEC. 133. COMMUNICATIONS TAX.

(a) In Generan—Subchapter B of chapter 33 (communications .,

taxes) is amended to read as follows:

“Subchapter B—Communications

“Sec. 4251. Imposition of fax.

“See, 4252. Definitions.

“Sec. 4253. Exemptions,

“Sec., 4254. Computation of tax.
“SEC. 4251. IMPOSITION OF TAX. :

“There is hereby imposed on amounts paid for the communication

services enumerated in the following table a tax equal to the percent
of the amount so paid as is specified in such table:

“Taxable service Rate

of tax

2 Percent

Genpral telephone BooE. . — - . o e ne s b s 1
‘Eoll telephoneserylon. . = oo e 10
b T ) Ty D O St e R S 10
Teletypewriter exchange serviee_____________________________ 10
WO ORI RERVIOn. .o 0 Sl e e B st 10
Wire and equipment BerviCe- - - oo cocoo oo iciaem s 8

The taxes imposed by this section shall be paid by the person paying
for the services.
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“SEC. 4252. DEFINITIONS.

“(a) GENERAL TELEPHONE SERVICE—For purposes of this subchap-
ter, the term ‘general telephone service’ means any telephone or radio
telephone service furnished in connection with any fixed or mobile
telephone or radio telephone station which may be connected (directly
or indirectly) to an exchange operated by a person engaged in the
business of furnishing communication service, if by means of such
connection communication may be established with any other fixed
or mobile telephone or radio telephone station. Without limiting the
preceding sentence, any service described therein shall be treated as
including the use of—

]‘{lgl) any private branch exchange (and any fixed or mobile
telephone or radio teleEhone station connected, directly or indi-
rectly, with such an exchange), and

“(2) any tie line or extension line.

The term ‘general telephone service’ does not include any service
which is toll telephone service or wire and equipment service.

“(b) Toui TeuerHONE SERVICE.—For purposes of this subchapter,
the term ‘toll telephone service’ means a telephone or radio telepﬁone
message or conversation for which (1) there is a toll charge, and (2)
the charge is paid within the United States.

#(e) raPH SERVICE.—For purposes of this subchapter, the
term ‘telegraph service’ means a_ telegram, cable, or radio dispatch
or message for which the charge is paid within the United States.

“(d) TELETYPEWRITER EXCHANGE SERVICE.—For purposes of this
subchapter, the term ‘teletypewriter exchange service’ means any serv-
ice where a teletypewriter (or similar device) may be connected (di-
rectly or indirectly) to an exchange operated by a fpersmn engaged in
the business of furnishing communication service, if by means of such
connection communication may be established with any other teletype-
writer (or similar device).

“(e) Wire MiLeace Service—For purposes of this subchapter, the
term ‘wire mileage service’ means—

“(1) any telephone or radio telephone service, and

“(2) any other wire or radio circuit service,

not included in any other subsection of this section ; except that such
term does not include service used exclusively in furnishing wire and
equipment service,

“(f) Wige axp EqQuipMENT SeRVICE.—For purposes of this sub-
chapter, the term ‘wire and equipment service’ includes stock quotation
and information services, burglar alarm or fire alarm service, and all
other similar services (w}nether or not oral transmission is involved).
Such term does not include teletypewriter exchange service.

“SEC. 4253. EXEMPTIONS.

“(a) CerraiN CoiN-OPERATED SERVICE.—Services paid for by in-
serting coins in coin-operated telephones available tq the public shall
not be subject to the tax imposed by section 4251 with respect to general
telephone service, or with respect to toll telephone service or telegraph
service if the charge for such toll telephone service or telegraph service
is less than 25 cents; except that where such coin-operated telephone
service is furnished for a guaranteed amount, the amounts paid under
such guarantee plus any fixed monthly or other periodic charge shall
be Sugject to the tax.

“(b) News Services.—No tax shall be imposed under section 4251,
except with respect to general telephone service, on any payment re-
ceived from any person for services used in the collection of news for
the public ress, or a news ticker service furnishing a general news
service similar to that of the public press, or radio broadeasting, or in
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the dissemination of news through the public press, or a news ticker
service furnishing a general news service similar to that of the public
press, or by means of radio broadcasting, if the tharge for such services
18 billed in writing to such person.

“(e) Cerrary OreanizaTions.—No tax shall be imposed under
section 4251 on any payment received for services furnished to an
international organization, or to the American National Red Cross.

“(d) ServicemeN 18 ComBat ZoNeE.—No tax shall be m};lmsed under
section 4251 on any payment received for any toll telephone service
which originates within a combat zone, as defined in section 112, from
a member of the Armed Forces of the United States performing serv-
ice in such combat zone, as determined under such section, provided
a certificate, setting forth such facts as the Secretary or his delegate
ma{l by regulations prescribe, is furnished to the person receiving
such payment,

“(elsk or ITEMs OTHERWISE TAXxED.—Only one payment of tax un-
der section 4251 shall be required with respect to H’IB tax on toll tele-
phone service, telegraph service, or teletypewriter exchange service,
notwithstanding the lines or stations of one or more persons are used
in furnishing such service.

“(f) Specian Wire Service IN CompaNY Business.—No tax shall be
imposed under section 4251 on the amount paid for so much of any
wire mileage service or wire and equipment service as is used in the
conduct, by a common carrier or a telephone or telegraph company
or radio broadcasting station or network, of its business as such.

“(g) InsravraTioN Cmarces.—No tax shall be imposed under sec-
tion 251 on so much of any amount paid for the installation of any
instrument, wire, Eule, switchboard, apparatus, or equipment as is
properly attributable to such installation.

g Fl‘:) TerMINAL Faciurrres 1N CasE oF WiRe MiLEAGE SERVICE—No
tax shall be imposed under section 4251 on so much of any amount
paid for wire mileage service as is paid for, and properly attributable
to, the use of any sending or receiving set or device which is station
terminal equipment.

“(i) Cerrain InTERIOR COMMUNICATION S¥YsTEMS.—No tax shall
be imposed under section 4251 on any amount paid for wire mileage
service or wire and equipment service, if such service is rendered
through the use of an interior communication system. For purposes
of the preceding sentence, the term ‘interior communication system’
means any system—

“({) no part of which is situated off the premises of the sub-
seriber, ancP which may not be connected (directly or indirectly)
with any communication system any part of wﬁich is situated
off the premises of the subscriber, or

“(2) which is situated exclusively in a vehicle of the subseriber.

“SEC. 4254. COMPUTATION OF TAX.
“(a) Generar Rure.—If a bill is rendered the taxpayer for gen-
eral telephone service, toll telephone service, or telegraph service—
“(1) the amount on which the tax with respect to such services
shall be based shall be the sum of all charges for such services
included in the bill ; except that
“(2) if the person who renders the bill groups individual items
for purposes of rendering the bill and computing the tax, then
(A) the amount on which the tax with respect to each such
group shall be based shall be the sum of all items within that
group, and (B) the tax on the remaining items not included in
any such group shall be based on the charge for each item
separately,

1291

26 USC 112,



4

4

26 USC 4251~
254,

26 USC 4263,

26 USC 4291-
294,

26 USC 4261,

26 USC 503, 501,

PUBLIC LAW 85-859—SEPT. 2, 1958 [72 8TaAT.

“(b) Wuere PaymeNxT Is Mape ror Torr TELEPHONE SERVICE OR
TrLeeraPH SERVICE IN ('OoIN-OPERATED TELEPHONES.—If the tax im-
posed by section 4251 with respect to toll telephone service or tele-
graph service is paid by inserting coins in coin-operated telephones,
tax shall be computed to the nearest multiple of 5 cents, except that

" where the tax is midway between multiples of 5 cents, the next higher

multiple shall apply.”

(b) Errecrive DaTE—

(1) Subject to the provisions of paragraﬁ)h (2), the amend-
ment made by subsection (a) shall apply with respect to amounts
paid on or after the effective date prescribed in section 1 (c)
of this Act for services rendered on or after such date.

(2) The amendment made by subsection (a) shall not apply
with respect to amounts paid pursuant to bills rendered befgre
the effective date preseribed in section 1 (c(; of this Act. In the
case of amounts paid pursuant to bills rendered on or after such
date for services for which no previous bill was rendered, such
amendments shall apply except with respect to such services as
were rendered more tﬁan 2 months before such date. In the case
of services rendered more than 2 months before such date the
lérovisions of subchapter B of chapter 33 of the Internal Revenue

‘ode of 1954 in effect at the time such services were rendered
shall apply to the amounts paid for such services.
SEC. 134. AIR TAXI TRANSPORTATION.

Section 4263 (exemptions from tax on transportation of persons) is
amended by adding at the end thereof the following new subsection :

“(f) Smarr Arcrarr oN NoNESTABLISHED LiNEs.—The tax im
by section 4261 shall not apply to transportation by aireraft having—

“(1) a gross takeoi¥ weight (as determined under regulations
prescribed by the Secretary or his delegate) of less than 12,500
pounds, and

“(2) a passenger seating capacity of less than 10 adult pas-
sengers, including the pilot,

except when such aireraft is operated on an established line.”

SEC. 135. EXEMPTION FROM COMMUNICATIONS AND TRANSPORTA-
TION TAXES FOR NONPROFIT EDUCATIONAL ORGANIZA-
TIONS.

(a) ExemprioN.—Subchapter E of chapter 33 (special provisions
applicable to services and facilities taxes) is amended by renumbering
section 4294 as 4295, and by inserting after section 4293 the following
new section:

“SEC. 4294. EXEMPTION FOR NONPROFIT EDUCATIONAL ORGANIZA-
TIONS.

“(a) Exemprion.—Under regulations prescribed by the Secretary
or his delegate, no tax shall be imposed under section 4251 or 4261 on
any amount paid by a nonprofit educational organization for services
or facilities furnished to such organization.

“(b) DerFintrioN.—For purposes of subsection (a), the term ‘non-
profit educational organization’ means an educational organization
deseribed in section 503 (b) (2) which is exempt from income tax
under section 501 (a).”

(b) Crericar AmeNpMENT.—The table of sections for subchapter E
of chapter 33 is amended by striking out

“Sec, 4204, Cross reference to general administrative provisions.”
and inserting in lieu thereof

“Sec. 4204, Exemption for nonprofit educational organizations.
“Sec. 4295. Cross reference to general administrative provisions.”
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PART IV—-DOCUMENTARY STAMP TAXES
SEC. 141. DOCUMENTARY STAMP TAXES.

(a) AmeENpMENT OF CHAPTER 34.—Chapter 34 (documentary stamp %

taxes) is amended to read as follows:

“CHAPTER 34—DOCUMENTARY STAMP TAXES

“SuscHAPTER A. Issuance of capital stock and certificates of
indebtedness by a corporation.

“SuBcHAPTER B. Sales or transfers of capital stock and certificates
of indebtedness of a corporation.

“SuscHAPTER (!, Conveyances.

“Suscaarrer D. Policies issued by foreign insurers,

“SuscHAPTER H. Miscellaneous provisions applicable to documentary
stamp taxes,

“Subchapter A—Issuance of Capital Stock and Certifi-
cates of Indebtedness by a Corporation

“Part I. Issuance of capital stock and similar interests.
“Part 1I. Issuance of certificates of indebtedness.

“PART I—ISSUANCE OF CAPITAL STOCK AND SIMILAR
INTERESTS

“See, 4301, Imposition of tax.

“See. 4302. Recapitalization.

“See, 4303. Exemptions.

“Sec, 4304, Affixing of stamps.

“Sec. 4305, Cross references.
“SEC. 4301. IMPOSITION OF TAX.

“There is hereby imposed, on each original issue of shares or cer-
tificates of stock issued by a corporation (whether on organization or
reorganization), a tax at the rate of 10 cents on each $100 (or major
fraction thereof) of the actual value of the certificates (or of the
shares where no certificates are issued). The tax imposed by this
section shall be computed on the basis of all certificates (or shares)
so issued by the corporation on each day.

“SEC. 4302. RECAPITALIZATION.

“In the case of a recapitalization, the tax imposed by section 4301
shall be that proportion of the tax computed on the certificates (or
on the shares where no certificates are issued) issued in the recapitali-
zation that (1) the amount dedicated as capital for the first time by
the recapitalization, whether by a transfer of earned surplus or other-
wise, bears to (2) the total actual value of such certificates or shares
issued in the recapitalization.

“SEC. 4303. EXEMPTIONS.

“(a) CommoNn Trusr Funps.—The tax imposed by section 4301
shall not apply to the issue of shares or certificates of a common
trust fund, as defined in section 584.

“(b) Poorep InvestmeNT Funps.—The tax imposed by section
4301 shall not apply to the issue of shares or certificates of a fund
maintained by a bank exclusively for the collective investment and
reinvestment of assets of qualified trusts (within the meaning of
section 401, relating to qualified pension, profit-sharing, and stock
bonus plans).
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“(¢) InsraLnMeENT PrroHAsEs OF CERTAIN SHARES OR CERTIFI-
caTes.—The tax imposed by section 4301 shall not apply to shares or
certificates issued by a corporation pursuant to an installment pur-
chase agreement which provides that—

1) thec})eriodi(' payments by the purchaser will be applied
(as received by the corporation) solely to the aequisition of
shares or certificates in specified other corporations (and in speei-
fied percentages), and
“(2) the corporation will transfer to the purchaser, on or before
the termination of the agreement, all shares or certificates in
other corporations acquired by it for the purchaser.
For purposes of the preceding sentence, the term ‘purchaser’ in-
cludes a successor in interest of the purchaser.
“(d) OraER EXEMPTIONS.—
“For other exemptions, see section 4382,
“SEC. 4304. AFFIXING OF STAMPS.
“The stamps representing the tax imposed by section 4301 shall

be affixed to the stock books or corresponding records of the organiza-
tion and not to the certificates issued.

“SEC. 4305. CROSS REFERENCES.

“For definitions, penalties, and other general and administrative
prg:j:l]iorig applicable to this part, see sections 4381 and 4384 and
subtitle F.

“PART II—ISSUANCE OF CERTIFICATES OF
INDEBTEDNESS

“Hee. 4311, Imposition of tax,

“Sec. 4312, Renewals.

“Sec. 4313, Bond as security for debt.

“Sec, 4314. Exemptions.

“Sec. 4315. Cross references.
“SEC. 4311, IMPOSITION OF TAX.

“There is hereby imposed, on all certificates of indebtedness issued

by a corporation, a tax at the rate of 11 cents on each $100 of face
value or fraction thereof.

“SEC. 4312. RENEWALS.
“Every renewal of any certificate of indebtedness shall be taxed as
a new issue.

“SEC. 4313. BOND AS SECURITY FOR DEBT.

“In the case where a bond conditioned for the repayment or pay-
ment of money is Eiven in a penal sum greater than the debt secured,
the tacxir imposed by section 4311 shall be based upon the amount
secured,

“SEC. 4314. EXEMPTIONS.

“(a) InsranmeNT PurcHask oF OpLicatioNs.—The tax imposed by
section 4311 shall not apply to any instrument under the terms of
which the obligee is required to make payment therefor in install-
ments and is not Fermitted to make in any year a payment of more
than 20 percent of the cash amount to which entitled upon maturity
of the instrument.

“(b) Oruer ExemprioNs.—

“For other exemptions, see section 4382,
“SEC. 4315. CROSS REFERENCES.

“For definitions, renalties. and other general and administrative
prg:i:lion; applicable to this part, see sections 4381 and 4384 and
subtitle F.
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“Subchapter B—Sales or Transfers of Capital Stock and
Certificates of Indebtedness of a Corporation

“Part 1. Sales or transfers of capital stock and similar interests.

“Part II. Sales or transfers of certificates of indebtedness.

“Part 111, Provisions common to sales or transfers of capital stock
and certificates of indebtedness,

“PART I—SALES OR TRANSFERS OF CAPITAL STOCK
AND SIMILAR INTERESTS

“Sec, 4321. Imposition of tax.

~Sec. 4322, Exemptions.

“Sec. 4323. Affixing of stamps.

“Sec. 4324, Cross references.
“SEC. 4321. IMPOSITION OF TAX,

“There is hereby imposed, on each sale or transfer of shares or cer-
tificates of stock, or of rights to subscribe for or to receive such shares
or certificates, issued by a corporation, a tax at the rate of 4 cents on
each $100 (or major fraction thereof) of the actual value of the
certificates (or of the shares where no certificates are sold or trans-
ferred). In no case shall the tax so imposed on any such sale or
transfer be—

s 1% more than 8 cents on each share, or
*(2) lessthan 4 cents on the sale or transfer.
“SEC. 4322. EXEMPTIONS.

“(a) ExemprioNs For CerTaiN TransFers—The tax imposed by
section 4321 shall not apply to any delivery or transfer of shares,
certificates, or rights—

“(1) Brogers.—To a broker or his registered nominee for sale
of such shares, certificates, or rights; by a broker or his registered
nominee to a customer for wﬁt}m and upon whose order the
broker has purchased same; or by a purchasing broker to his
registered nominee to be held by such nominee for the same
purpose as if held by the broker; or

‘F?Q) NoMINEES OF COrRPORATIONS.—From a corporation to a
registered nominee of such corporation, or from one such nominee
to another such nominee, provided that in each instance such
shares, certificates, or rights are to be held by the nominee for the
same purpose as if retained by the corporation; or from such
nominee to such corporation.

“(b) CerraiN Opp-Lor TRANSACTIONS.—

“(1) ExemerioN.—The tax imposed by section 4321 shall not
u_%ply to any odd-lot sale by an odd-lot dealer if the shares, cer-
tificates, or rights are delivered or transferred to a broker pur-
suant to an order of a customer of such broker for such shares,
certificates, or rights.

“(2) DerrNrrions.—For purposes of paragraph (1)—

“(A) The term ‘odd-lot sale’ means an odd-lot transaction
under the rules of the securities exchange of which the odd-
lot dealer is a member.

“(B) The term ‘odd-lot dealer’ means a person who is (i)
a member of a securities exchange which is registered with
the Securities and Exchange Commission as a national se-
curities exchange, and (ii) registered under the rules of such
exchange as an odd-lot dealer or as a specialist.

98395-59~pT. 182
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“(e) Orner ExexrrioNs.—

ﬁgg‘or other exemptions, see sections 4341, 4342, 4343, 4344, and
“SEC. 4323. AFFIXING OF STAMPS.

“(a) Booxks or THE CorroraTiON.—The stamps representing the tax
imposed by section 4321 shall be affixed to the books of the corpora-
tion in case of a sale where the evidence of transfer is shown only by
the books of the corporation. ‘

“(b) CerriFicaTioN A8 T0 VALUE BY TRANSFEROR OR TRANSFEREE.—
Where shares or certificates of stock, or of rights to subscribe for or
to receive such shares or certificates, are presented for transfer and the
tax thereon is paid by the use of adhesive stamps, such shares or cer-
tificates shall be accompanied by a certification signed by the trans-
feror or his agent or the transferee or his agent as to the actual value of
the shares or certificates so transferred and any corporation or transfer
agent to whom such shares or certificates are presented shall be entitled
to rely on such certification without further inquiry.

“(¢) Oraer EVIDENCES OF SALE OR TRANSFER—

“For provisions applicable to the affixing of stamps in cases of

sale or transfer shown otherwise than only by the books of the
corporation, see section 4352,

“SEC. 4324. CROSS REFERENCES.
“For definitions. penalties, and other general and administrative

rovisions applicable to this part, see sections 4345, 4351, 4353, 438
la,m'l 4384, an =ubtitle F. i o ¥

“PART II-SALES OR TRANSFERS OF CERTIFICATES OF
INDEBTEDNESS

“Sec. 4331. Imposition of tax.
“Sec. 4332. Exemptions,
“Sec. 4333. Cross references.
“SEC. 4331. IMPOSITION OF TAX.
“There is hereby imposed, on each sale or transfer of any certifi-
cates of indebtedness issued by a corporation, a tax at the rate of 5
cents on each $100 or fraction thereof of the face value.

“SEC. 4332. EXEMPTIONS.

“(a) Broxrrs.—The tax imposed by section 4331 shall not apply to
any delivery or transfer to a broker for sale, nor upon any delivery or
transfer by a broker to a customer for whom and upon whose order
he has purchased the certificates of indebtedness.

“(b) InsrarLmMENT PUurcHasE oF OsBricaTions.—The tax imposed
by section 4331 shall not apply to any instrument under the terms of
which the obligee is required to make payment therefor in install-
ments and is not permitted to make in any year a payment of more
than 20 percent of the cash amount to which entitled upon maturity
of the instrument.

“(e) OraErR EXEMPTIONS.—

“8“;7'01- other exemptions, see sections 4341, 4342, 4343, 4344, and

“SEC. 4333. CROSS REFERENCES.

“For definitions, jes, and other general and administrative
provisions applicable to this part, see sections 4345, 4381, and 4384;
sections 4351 to 4353 inclusive; and subtitle F.
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“PART III—PROVISIONS COMMON TO SALES OR TRANS-
FERS OF CAPITAL STOCK AND CERTIFICATES OF
INDEBTEDNESS

“Subpart A. Exemptions.
“Subpart B. Miscellaneous provisions.

“Subpart A—Exemptions

“Sec. 4341. Transfers as security.
“Sec. 4342, Fiduciaries and custodians.
“Sec. 4343. Transfers by operation of law.
“Sec. 4344. Certain other transfers.
“Seec. 4345. Exemption certificates.
“Sec. 4346. Cross references.

“SEC. 4341. TRANSFERS AS SECURITY.

“The taxes imposed by sections 4321 and 4331 shall not apply to
any delivery or transfer of any of the instruments referred to in
such sections—

“(1) CorraTeErAL sEcUrRITY.—To a lender as collateral security
for money loaned thereon, if such collateral security is not ac-
tually sold, or by such lender as a return of such collateral
security.

“(2) Securiry ror PERFORMANCE.—T0 a trustee or public officer
made pursuant to Federal or State law as security for the per-
formance of an obligation, or by such trustee or public officer as
a return of such security.

“SEC. 4342, FIDUCIARIES AND CUSTODIANS.

“The taxes imposed by section 4321 and 4331 shall not apply to anf
delivery or transfer of any of the instruments referred to in such
sections—

“(1) Fmucraries.—From a fiduciary to his nominee, or from
one nominee of the fiduciary to another nominee, provided that
in each instance such instruments are to be heldeﬁy the nominee
for the same purpose as if retained by the fiduciary; or from
the nominee to such fiduciary ; or

“(2) Cusroprans.—

“(A) From the owner to a custodian if under a written
agreement between the parties such instruments are to be
held or disposed of by such custodian for, and subject at
all times to the instructions of, the owner; or from such
custodian to such owner ; or

“(B) From a custodian as specified in subparagraph (A
to a registered nominee of such custodian, or from one suc:
nominee to another such nominee, provided that in each in-
stance such instruments are to be held by the nominee for
the same purpose as if retained by the custodian; or from
such nominee to such custodian.

“SEC. 4343. TRANSFERS BY OPERATION OF LAW.

“(a) Exempr Transrers.—The taxes imposed by sections 4321 and
4331 shall not apply to any delivery or transfer ofy any of the instru-
ments referred to in such sections—

“(1) Decebents.—From a decedent to his executor or adminis-
trator.

“(2) Mixors.—From a minor to his guardian, or from a guard-
ian to his ward upon attaining majority.

“(8) IncompereNTs.—From an incompetent to his committee
or similar legal representative, or from a committee or similar
legal representative to a former incompetent upon removal of
disability.
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“(4) Financian iNstiTuTioNs.—From a bank, trust company,
finaneial institution, insurance company, or other similar entity,
or nominee, custodian, or trustee therefor, to a public officer or
commission, or person designated by such officer or commission
or by a court, in the taking over of its assets, in whole or part,
under Federal or State law regulating or supervising such insti-
tutions, nor upon redelivery or retransfer by any such transferee
or successor thereto.

“(b) Bankrupts.—From a bankrupt or person in receivership
due to insolvency to the trustee in bankruptey or receiver, from
such receiver to such trustee, or from such trustee to such receiver,
nor upon redelivery or retransfer by any such transferee or
successor thereto.

“(6) Successors.—From a transferee under paragraphs (1) to
(b), inclusive, to his successor acting in the same capacity, or
from one such successor to another,

“(7) FOREIGN GOVERNMENTS AND ALIENS,—From a foreign coun-
try or national thereof to the United States or any agency thereof,
or to the government of any foreign country, directed pursuant
to the authority vested in the President by section 5 (b) of the
Trading With the Enemy Act, as amended by the First War
Powers Act, 1941 (50 U. S. C. App. sec. 5).

“(8) Trustees.—From trustees to surviving, substituted, suc-
ceeding, or additional trustees of the same trust.

“(9) Survivors.—Upon the death of a joint tenant or tenant
by the entireties, to the survivor or survivors.

“(b{ NoNEXEMPT TrRANsSFERS.—No delivery or transfer shall be
exempt because effected by ogeration of law unless an exemption is
otherwise specifically provided.

“SEC. 4344. CERTAIN OTHER TRANSFERS.

“(a) Loans.—The taxes imposed by sections 4321 and 4331 shall
not aEply to any delivery or transfer of any of the instruments re-
ferred to in such sections to a borrower as a loan of such instruments,
or to the lender as a return of such loan.

“(b) WorrnLEss Stock aAND OsLicaTIONs.—The taxes imposed by
sections 4321 and 4331 shall not apply to any delivery or transfer of
any of the instruments referred to in such sections by an executor or
administrator to a legatee, heir, or distributee, if it is shown to the
satisfaction of the Secretary or his delegate that the value of such
instrument is not greater than the amount of the tax which would
otherwise be imposed on such delivery or transfer.

“(c) Transrers BErweeN CerTaiN Revocasre Trusts.—The taxes
imposed by sections 4321 and 4331 shall not apply to any delivery or
transfer of any of the instruments referred to in such sections by one
revocable trust to another reyocable trust if—

“(1) the grantor of both trusts is the same person, and
“(2) at the time of such delivery or transfer, such grantor is
treated under section 676 as the owner of both trusts.
For purposes of the preceding sentence, if 2 or more grantors are
treated under section 676 as owners in the same relative proportions
of both trusts, such grantors shall be treated as the same person.
“SEC. 4345. EXEMPTION CERTIFICATES.

“Except as provided in reﬁulations prescribed by the Secretary or
his delegate, no exemption shall be granted under section 4322, 4332
(a), 4341, 4342, 4343 (a), or 4344 (a) or (c¢) unless the delivery or
transfer is evidenced by a certificate setting forth such facts as the
Secretary or his delegate may by regulations prescribe.

“SEC. 4346. CROSS REFERENCES.
“For other exemptions, see sections 4322, 4332, and 4382,
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“Subpart B—Miscellaneous Provisions

“Sec. 4351. Definitions.
“Sec. 4352. Affixing of stamps.
“See, 4358. Payment of tax through national securities exchanges
without use of stamps.
“Bec. 4354. Cross references.
“SEC. 4351. DEFINITIONS.

“(a) RecisTerep Nominee—For purposes of this subchapter, the
term ‘registered nominee’ means any person registered in accordance
with suci regulations as the Secretary or his delegate shall prescribe.

“(b) Sate or TransrEr—For purposes of this subchapter, the
term ‘sale or transfer’ means any saFa, a, ent to sell, memorandum
of sale or delivery, or transfer of legai title, whether or not shown
by the books of the corporation or other organization (or by any
assignment in blank, or by any delivery, or by any paper or agreement
or memorandum or other evidence of transfer or sale), and whether
or not the holder acquires a beneficial interest in the instruments.

“SEC. 4352, AFFIXING OF STAMPS,
“The stamps representing the taxes imposed by section 4321 and
section 4331 shall be affixed to—

“(1) InstruMENT—The instrument where the change of own-
ership is by transfer of the instrument.

“(2) BiLL or MEMORANDUM OF SALE.—The bill or memorandum
of sale in cases of an agreement to sell or where the transfer is by
delivery of the instrument assigned in blank. Such bill or memo-
randum of sale shall be made and delivered by the seller to the
buyer, and shall show the date thereof, the name of the seller,
the amount of the sale, and the instrument to which it refers.

“SEC. 4353, PAYMENT OF TAX THROUGH NATIONAL SECURITIES EX-
CHANGES WITHOUT USE OF STAMPS.

“(a) GeneraL RurLe.—Under regulations prescribed by the Secre-
tary or his delegate, if a member of » securities exchange which is
registered with the Securities and Exchange Commission as a national
securities exchange appoints such exchange, or the clearinghouse for
such exchange, as his agent for purposes of paying the taxes imposed
by sections 4321 and 4331 in respect of his transactions, the taxes im-
posed by such sections in respect of such transactions may be paid
through such agent without the use of stamps.

“(b) TrearMmENT A8 STaAMP Tax.—For purposes of this title—

“(1) any tax which is payable as provided under subsection
(a) shall be treated as tax pa{:ble by stamp, and

*(2) any amount of tax which is paid as provided under sub-
section (a) shall be treated as tax paid by stamp.

“SEC. 4354. CROSS REFERENCES.

“For penalties and other general and administrative provisions
applicable to this subchapter, see section 4384 and subtitle F.

“Subchapter C—Conveyances

“Sec. 4361, Imposition of tax.
‘“Sec. 4362, Exemptions.
“Sec, 4363. Cross references.

“SEC. 4361. IMPOSITION OF TAX.

“There is hereby imposed, on each deed, instrument, or writing by
which any lands, tenements, or other realty sold shall be granted, as-
signed, transferred, or otherwise conveyed to, or vested in, the pur-
chaser or purchasers, or any other person or persons, by his or their
direction, when the consideration or value of the interest or property
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conveyed (exclusive of the value of any lien or encumbrance remaining
thereon at the time of sale) exceeds $100, a tax at the rate of 55 cents for
each $500 or fractional part thereof.

“SEC. 4362. EXEMPTIONS.

“(a) Securrry ror Desr—The tax imposed by section 4361 shall
not apply to any instrument or writing given to secure a debt.

“(b) g'ra'm AND Locan GovernmenT CoNvEYances.—No State or
Territory, or political subdivision thereof, or the District of Columbia,
shall be liable for the tax imposed by section 4361 with respect to any
deed, instrument, or writing to which it is a party, and affixing of
stamps thereby shall not be deemed payment for the tax, which may
be collected by assessment from any other party liable therefor.

“(e) Oraer EXEMPTIONS.—

“For other exemptions, see section 4382,
“SEC. 4363. CROSS REFERENCES.

“For penalties and other general and administrative provisions
applicable to this subchapter, see section 4384 and subtitle F.

“Subchapter D—Policies Issued by Foreign Insurers

“See, 4371. Imposition of tax.
“Seec, 4372, Definitions.

“Sec. 4373. Exemptions,

“Sec. 4374. Affixing of stamps.
“Sec. 4375. Cross references.

“SEC. 4371. IMPOSITION OF TAX.

“There is hereby imposed, on each policy of insurance, indemnity
bond, annuity contract, or policy of reinsurance issued by any foreign
insurer or reinsurer, a tax at the following rates:

“(1) CASUALTY INSURANCE AND INDEMNITY BONDS.—Four cents
on each dollar, or fractional part thereof, of the premium
charged on the policy of casualty insurance or the indemnity
bond, if issued to or for, or in the name of, an insured as defined
in section 4372 (d).

“(2) LIFE INSURANCE, SICKNESS, AND ACCIDENT POLICIES, AND
ANNUITY CONTRACTS.—One cent on each dollar, or fractional part
thereof, of the premium charged on the policy of life, sickness,
or accident insurance, or annuity contract, unless the insurer is
subject to tax under section 816.

“(3) REINSURANCE—One cent on each dollar, or fractional
part thereof, of the premium clmrﬁed on the policy of reinsurance
covering any of the contracts taxable under paragraph (1) or (2).

“SEC. 4372. DEFINITIONS.

“(a) Foreien Insurer or Reinsurer.—For purposes of this sub-
chapter, the term ‘foreign insurer or reinsurer’ means an insurer or
reinsurer who is a nonresident alien individual, a foreign partnership,
or a foreign corporation. The term includes a nonresident alien in-
dividual, foreign partnership, or foreign corporation which shall
become bound by an obligation of the nature of an indemnity bond.

“(b) Poricy or Casvarry Instrance—For purposes of section
4371 (1), the term ‘policy of casualty insurance’ means any policy
(other than life) or other instrument by whatever name called whereby
a contract of insurance is made, continued, or renewed.

“(¢) InpeMNITY BonD—For purposes of this subchapter, the term
‘indemnity bond’ means any instrument by whatever name called
whereby an obligation of tﬁe nature of an indemnity, fidelity, or
surety bond is made, continued, or renewed. The term includes any
bond for indemnifying any person who shall have become bound or
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engaged as surety, and any bond for the due execution or performance
of any contract, oi:]igation, or requirement, or the duties of any office
or position, and to account for money received by virtue tﬁereof,
where a premium is charged for the execution of such bond.

“(d) Insurep.—For purposes of section 4371 (1), the term ‘insured’
means—

“(1) a domestic corporation or partnership, or an individual
resident of the United States, against, or with respect to, hazards,
risks, losses, or liabilities wholly or partly within the United
States, or

“(2) a foreign corporation, foreign partnership, or nonresi-
dent individual, enga%ed in a trade or business within the United
States, against, or with respect to, hazards, risks, losses, or liabili-
ties within the United States.

“(e) Poricy oF LiFe, SicKNESs, oR ACCIDENT INSURANCE, OR AN-
~Nutty CoxrtracT.—For purposes of section 4371 (2), the term ‘policy
of life, sickness, or accident insurance, or annuity contract’ means
any policy or other instrument by whatever name called whereby a
contract of insurance or an annuity contract is made, continued, or
renewed with respect to the life or hazards to the person of a citizen
or resident of the United States.

“(f) Poricy or ReinsuraNce.—For purposes of section 4371 (3),
the term ‘policy of reinsurance’ means any policy or other instrument
by whatever name called whereby a contract of reinsurance is made,
continued, or renewed against, or with respect to, any of the hazards,
risks, losses, or liabilities covered by contracts taxable under para-
graph (1) or (2) of section 4371.

“SEC. 4373. EXEMPTIONS.

“The tax imposed by section 4371 shall not apply to—

“(1) Domestic AGENT.—AnY policy, indemnity bond, or annuity
contract signed or countersigned by an officer or agent of the
insurer in a State, Territory, or District of the United States
within which such insurer is authorized to do business.

¥(2) InpEMNITY BOND.—Any indemnity bond required to be
file by any person to secure payment of any pension, allowance,
allotment, reﬂef, or insurance by the United States, or to secure a
duplicate for, or the payment of, any bond, note, certificate of
indebtedness, war-saving certificate, warrant, or check, issued
by the United States.

“SEC. 4374. AFFIXING OF STAMPS.

“Any person to or for whom or in whose name any policy, indemnity
bond, or annuity contract referred to in section 4371 is issued, or any
solicitor or broker acting for or on behalf of such person in the
procurement of any such instrument, shall affix the proper stamps to
such instrument,

“SEC. 4375. CROSS REFERENCES.

“For remlties and other I‘general and administrative provisions,
see section 4384 and subtitle F.

“Subchapter E—Miscellaneous Provisions Applicable to
Documentary Stamp Taxes

“Sec. 4381. Definitions.

“Sec, 4382. Exemptions,

“Sec. 4383, Certain changes in partnerships.
“Sec. 4384. Liability for tax.
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“SEC. 4381. DEFINITIONS.

“(a) CerrrFrcaTtes oF INpenrepNEss.—For purposes of the taxes
imposed by sections 4311 and 4331, the term ‘certificates of indebted-
ness’ means bonds, debentures, or certificates of indebtedness; and
includes all instruments, however termed, issued by a corporation
with interest coupons or in registered form, known generally as
corporate securities,

“(b) CoreporatioN.—For purposes of the taxes imposed by this
chapter, the term ‘corporation’ includes any investment trust or sim-
ilar organization (or any person acting in behalf of such investment
trust or similar organization) issuing, holding or dealing in shares
or certificates of stock, or in certificates of indebtedness. For purposes
of the tax imposed by section 4311, the term ‘corporation’ also includes
any receiver, trustee in bankruptcy, assignee, or other person having
custody of property of, or charge of the affairs of, the corporation.
Nothing contained in this subsection shall be construed to limit the
Ei?f(&)a;:t-(oi t(lée; definition of the term ‘corporation’ provided in section
T a .

“(c) Smares or CerTIFICATES OF STOCK.—For purposes of the taxes
imposed by sections 4301 and 4321, the term ‘shares or certificates of
stock’ includes shares or certificates of profits or of interest in property
or accumulations.

“SEC. 4382. EXEMPTIONS.
e aﬁ GovERNMENTS ; CERTAIN Assocrartons.—The taxes imposed by
this chapter shall not apply to—

“(1) GOVERNMENT AND STATE OBLIGATIONS.—Any certificate of
indebtedness, note, or other instrument, issued by the United
States, or by any foreign government, or b any State, Territory,
or the District of Columbia, or local subdivision thereof, or mu-
nicipal or other corporation exercising the taxing power.

%(2) DOMESTIC BUILDING AND LOAN ASSOCIATIONS AND MUTUAL
DITCH OR IRRIGATION COMPANIES.—Shares or certificates of stock
and certificates of indebtedness issued by domestic building and
loan associations, savings and loan associations, cooperative banks,
and homestead associations substantially all the business of which
is confined to making loans to members, or by mutual ditch or
irrigation companies.

“(3) FARMERS', FRUIT GROWERS', OR COOPERATIVE ABSOCIATIONS.—
Shares or certificates of stock and certificates of indebtedness is-
sued by any farmers’ or fruit growers’ or like associations or-
ganized and operated on a cooperative basis for the purposes,
and subject to the conditions, preseribed in section 521.

“(b) Cerrarx Reorcanizations, Erc.—The taxes imposed by sec-
tions 4301, 4311, 4321, 4331, and 4361 shall not apply to—

“(1) CORPORATE AND RAILROAD REORGANIZATION.—The issuance,
transfer, or exchange of securities, or the making, delivery, or fil-
ing of conveyances, to make effective any plan of reorganization
or adjustment—

“(A)Sc%nﬁrmed under the Bankruptcy Act, as amended
11U. 8.C.),
: “(B) approved in an equity receivership proceeding in a
court involving a railroad corporation, as defined in section
77 (m) of the%ankruptcy Act, as amended (11 U. S. C. 205
m
( “)( é) approved in an equity receivership proceeding in a
court involving a corporation, as defined in section 106 (3)
of the Bankruptey Aect, as amended (11 U. S. C. 506), or
“(D) Wheregy a mere change in identity, form, or piace of
organization is effected,
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but only if the issuance, transfer, or exchange of securities, or the
making, delivery, or filing of instruments of transfer or con-
veyances, occurs within 5 years from the date of such confirma-
tion, approval, or change.

“(2) ORDERS OF THE SECURITIES AND EXCHANGE COMMISSION . —
The issuance, transfer, or exchange of securities, or making or
delivery of conveyances, to make effective any order of the Securi-
ties and Exchange Commission as defined in section 1083 (a);
but only if—

“(A) the order of the Securities and Exchange Commis-
sion in obedience to which such issuance, transfer, exchange,
or conveyance is made recites that such issuance, transfer,
exchange, or conveyance is necessary or ap?ro%riate to effec-
tuate the provisions of section 11 r(‘i)) of the Public Utility
Holding Company Act of 1935 (15 U. S. C. 79k (b)),

“(B) such order specifies and itemizes the securities and
other property which are ordered to be issued, transferred,
excha , or conveyed, and

“(C) such issuance, transfer, exchange, or conveyance is
made in obedience to such order.

“SEC. 4383. CERTAIN CHANGES IN PARTNERSHIPS,

“(a) ConTiNvING PaRTNERSHIPS.—In the case of any share, certifi-
cate, right, or realty held by a partnership, no tax shall be imposed
under section 4321, 4331, or 4361 by reason of any transfer of an
interest in a partnership or otherwise, if—

“(1) such partnership (or another partnership) is considered
as a continuing partnership (within the meaning of section 708),
and

“(2) such continuing partnership continues to hold the share,
certificate, right, or realty concerned.

“(b) TermiNaTED PariNERsHIPS.—If there is a termination of any
partnership (within the meaning of section 708)—

“(1) for purposes of this chapter, such partnership shall be
treated—

“(A) as having transferred all shares, certificates, and
rights held by such partnership at the time of such termina-
tion; &nd

“(B) as having executed an instrument whereby there was
conveyed, for fair market value (exclusive of the value of any
lien or encumbrance remaining thereon), all realty held by
such partnership at the time of such termination ; but

“(2) not more than one tax shall be imposed under section
4321, 4331, or 4361, as the case may be, by reason of such termi-
nation (and any transfer pursuant thereto) with respect to the
shares, certificates, rights, or realty held by such partnership at
the time of such termination.

“SEC. 4384. LIABILITY FOR TAX.

“The taxes imposed by this chapter shall be paid by any person who
makes, signs, issues, or sells any of the documents and instruments
subject to the taxes imposed by this chapter, or for whose use or bene-
fit the same are made, signed, issued, or sold. The United States or
any agency or instrumentality thereof shall not be liable for the tax
with respect to an instrument to which it is a party, and affixing of
stamps thereby shall not be deemed paimenl: for the tax, which may
be collected by assessment from any other party liable therefor.”
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(b) Errective Date—In applying section 4383 of the Internal
Revenue Code of 1954 as amencﬁ:d by subsection (a) of this section,
the determination of whether a partnership is considered as a con-
tinuing or terminated partnership (within the meaning of section 708
of such Code) shall be made by taking into account only changes in
the partnership occurring on or after the effective date specified in
section 1 (¢) of this Act.

PART V—TAXES ON WAGERING; CERTAIN OCCUPA-
TIONAL TAXES

SEC. 151. PERSONS LIABLE FOR TAX ON WAGERS.

(a) Famure To Register NAME oF PriNcreaL.—Section 4401 (c)
(persons liable for tax on wagers) is amended by adding at the end
thereof the following: “Any person required to register under section
4412 who receives wagers for or on behalf of another person without
having registered under section 4412 the name and place of residence
of suc otﬁer person shall be liable for and shall pay the tax under this
subchapter on all such wagers received by him.”

(b) lI)']Fm:(J'I‘IW. Dare.—The amendment made by subsection (a)
shall apply with respect to wagers received after the date of the
enactment of this Act.

SEC. 152. OCCUPATIONAL TAX ON COIN-OPERATED DEVICES.
(a) In Generan—Section 4462 (definition of coin-operated amuse-
ment or gaming devices) is amended to read as follows:

“SEC. 4462. DEFINITION OF COIN-OPERATED AMUSEMENT OR GAMING
DEVICE.
“(a) In GeneraL.—For purposes of this subchapter, the term
‘coin-operated amusement or gaming device’ means—
“(1) any machine which is—

“(A) a music machine operated by means of the inser-
tion of a coin, token, or similar object,

“(B) a vending machine operated by means of the in-
sertion of a one cent coin, which, when 1t dispenses a prize,
never dispenses a prize of a retail value of, or entitles a per-
son to receive a prize of a retail value of, more than 5 cents,
and if the only prize dispensed is merchandise and not cash
or tokens,

“(C) an amusement machine operated by means of the in-
sertion of a coin, token, or similar object, but not including
any device defined in paragraph (2) of this subsection, or

‘(D) a machine which is similar to machines deseribed in
subparagr:;ph (A), (B),or (C), and is operated without the
insertion of a coin, token, or similar object; and

“(2) any machine which is—

“(A) a so-called ‘slot’ machine which operates by means
of the insertion of a coin, token, or similar object and which,
by apFIication of the element of chance, may deliver, or en-
title the person playing or operating the machine to receive,
cash, premiums, merchandise, or tokens, or

“(EF) a machine which is similar to machines described
in subparagraph (A) and is operated without the insertion
of a coin, token, or similar object.

“(b) ExcrLusioNn.—The term ‘coin-operated amusement or gaming
device’ does not include bona fide vending machines in which are not
incorporated gaming or amusement features.”
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(b) TecHNICAL AMENDMENT.—Section 4402 (2) (exemption from
wagering taxes for coin-operated devices) is amended by striking out
the period at the end thereof and inserting a comma and the following :
“or on any amount paid, in lieu of inserting a coin, token, or similar
object, to operate a device described in section 4462 (a) (2) (B), if an
occupational tax is imposed with respect to such device by section
4461.”

&c} Errecrive Date.—The amendments made by subsections gn;
and (b) shall take effect on the effective date specified in section 1 (¢
of this Act. In the case of the year beginning July 1, 1958, where the
trade or business on which the tax is imposed under section 4461 of the
Internal Revenue Code of 1954 was commenced before such effective
date, the tax im for such year solely by reason of the amendment
made by subsection (a)—

1) shall be the amount reckoned proportionately from such
effective date through June 30, 1959, and
(2) shall be due on, and payable on or before, the last day of
the month the first day of which is such effective date.

SEC. 153, EXEMPTION FROM OCCUPATIONAL TAX ON BOWLING

ALLEYS, BILLIARD TABLES, AND POOL TABLES.

() ExemprioN.—Section 4473 (exemptions from occupational tax
on bowling alleys, billiard tables, and pool tables) is amended by strik-
ing out the period at the end of paragraph (2) and inserting in lieu
thereof “; or”, and by adding after paragraph (2) the following new
paragraph:

“{)3) CERTAIN ORGANIZATIONS.—Any bowling alley, billiard
table, or pool table operated—

“(A) by, and located on the premises of, an organization
not organized for profit and no part of the net earnings of
which inures to the benefit of any private shareholder or
individual, or

“(B) by any agency or instrumentality of the United
States,

if no charge is made for the use of such alley or table,”

(b) Errrcrive Date.—The amendments made by subsection (a)

shall apply with respect to periods after June 30, 1959,

PART VI—PROCEDURE AND ADMINISTRATION

SEC. 161. RETURN OF RETAILERS EXCISE TAXES BY SUPPLIERS.
Section 6011 (general requirement of return, statement, or listg is
amended by relettering subsection (¢) as (d), and by inserting after
subsection (b) the following new subsection :
“(e) Reruny or Rerainers Excise Taxes sy SurprLirrs.—
“(1) Generar rure.—Under regulations prescribed by the Sec-
retary or his delegate, the Secretary or his delegate may enter
into an agreement with any supplier with respect to any re-

tailers excise tax imposed by chapter 31 (not including the

taxes imposed by section 4041), whereby such supplier will be
liable to return and pay such tax (for the period for which such
agreement is in effect) for the person who (without regard to
this subsection) is required to return and pay such tax. Ex-
cept as provided in the regulations prescribed under this sub-
section—

“(A) all provisions of law (including penalties) applicable
in respect of the person who (without regard to this sub-
section) is required to return and pay the tax shall apply to the
supplier entering into the agreement, and
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. “(B) the person who (without regard to this subsection)
is reﬂuired to return and pay such tax shall remain subject
to all provisions of law {(including penalties) applicable in
respect of such person.

5(2) TTATIONS ON AGREEMENT AUTHORITY IN THE CASE OF
HOUSE-TO-HOUSE SALESMEN.—In the case of sales, by house-to-
aaty, T Abol house salesmen, of articles subject to tax under chapter 31 (other
g than section 4041) which are supplied by a manufacturer or dis-
tributor, if the manufacturer or distributor establishes the retail
list price at which such articles are to be sold, the Secretary or
his delegate shall not, as a condition to entering into an agree-

ment un%ier paragraph (1), require—

“(A) that such house-to-house salesmen execute powers of
attorney making such manufacturer or distributor an agent
for the return and payment of such tax,

“(B) that the manufacturer or distributor make sepa-
rate returns with respect to each such house-to-house sales-
man, or

“(C) that the manufacturer or distributor assume any
liability for tax on articles suip]ied by any person other
than such manufacturer or distributor.”

SEC. 162. PERIOD FOR FILING CLAIM FOR FLOOR STOCKS REFUND

WITH RESPECT TO IMPORT TAX ON SUGAR.

ke L (a) Periop WirmiN Waica Craim May Be Fiuep.—Section 6412
(d) (floor stocks refund with respect to import tax on sugar) is
amended by inserting before the period at the end thereof a comma
and the following: “if claim for such refund is filed with the Secre-
tary or his delegate on or before September 30, 1961".

) RepeAL oF DupLicate ProvisioN.—The last sentence of section

26 USC 4501, 4501 (c) (termination of tax with respect to sugar) is hereby repealed.

SEC. 163. CREDITS OR REFUNDS OF CERTAIN TAXES.

6 THC 5416, (a) GeneraL Rures.—Subsections (a), (b), and (c) of section 6416
(credits or refunds of certain taxes on sales and services) are amended
to read as follows:

“(a) CoNDITION TO ALLOWANCE.—
“(1) GexEerAL RULE.—No credit or refund of any overpayment

e of tax imposed by section 4231 (4), (5), or (6) (cabarets, etc.),
4057, 4061-4226, chapter 31 (retailers taxes), or chapter 82 (manufacturers taxes)

shall be allowed or made unless the person who paid the tax
establishes, under regulations prescribed by the Secretary or his
delegate, that he—

“(A) has not included the tax in the price of the article,
admission, or service with respect to which it was imposed
and has not collected the amount of the tax from the person
who purchased such article, admission, or service;

*t E) has repaid the amount of the tax—

“(i) in the case of any tax imposed by chapter 31
gother than the tax imposed by section 4041 (a) (1) or

h) (1)), to the purchaser of the article,

‘(11) in the case of any tax imposed by chapter 32
and the tax imposed by section 4041 (a) (1) or (b) (1)
(diesel and special motor fuels), to the ultimate pur-
chaser of the article, or

26 USC 4231, “(iii) in the case of any tax imposed by section 4231
£4), (5), or (6) (cabarets, etc.) to the person who paid
or the admission, refreshment, service, or merchandise;
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“(C) in the case of an overgayment under subsection (b)
(2), (b) 3) (C) or (D), or (b) (4) of this section—
“(1) has repaid or agreed to repay the amount of the
tax to the utimate vendor of the article, or
“(i1) has obtained the written consent of such
ultimate vendor to the allowance of the credit or the
making of the refund; or -
“(D) has filed with the éecretary or his delegate the writ-
ten consent of the person referred to in subparagraph (B)
(i), (ii), or (iii{r,‘ as the case may be, to the allowance of the
credit or the making of the refund.
“(2) Exceprions.—This subsection shall not apply to—
“(A) the tax imposed by section 4041 (a) (2) or (b) (2) 26 USC 4041,
(use of diesel and special motor fuels), and
“(B) an overpayment of tax under fparagraph (1), (3)
(A) or (B), or (5) of subsection (b) of this section.
“(3) SeeciaL ruLes.—For purposes of this subsection—
“(A) any tax colleete(r under section 4231 (6) from a 26 UsC 4231,
concessionaire and paid to the Secretary or his delegate shall
be treated as paid by the concessionaire;
“(B) if tax under chapter 31 was paid by a supplier pur-
suant to an agreement under section 6011 (c), either the per- 26 usc 6o11.
son who (without regard to section 6011 (c)) was required
to return and pay the tax or the supplier may be treated as
the person who paid the tax;
“(C) in any case in which the Secretary or his delegate
determines that an article is not taxable, the term ‘ultimate
purchaser’ (when used in lparagrs.ph (1) (B) (ii) of this
subsection) includes a wholesaler, jobber, distributor, or re-
tailer who, on the 15th day after the date of such determina-
tion, holds such article for sale; but only if claim for credit
or refund by reason of this subparagraph is filed on or before
the day for filing the return with r:gpect to the taxes imposed
under chapter 32 for the first period which begins more than 2¢ USC <o61-
60“(? : after t}lle date of such 1;;Lle(ter11(1‘5119.1:&111; and ?
in applying paragra 1 ) to any overpayment
under paragrapi (2) (F?f (%) ((%) or (D), or (4) of sub-
section (b), the term ‘ultimate vendor’ means the ultimate
vendor of the other article.
“(b) SeeciaL Cases 1N WaicH Tax Payments Consmerep OVER-
rAYMENTS.—UUnder regulations prescribed by the Secretary or his dele-
gate, credit or refund (without interest) shall be allowed or made in
raspe}(lzst of the overpayments determined under the following para-
phs:
“(1) Price reapsvsTmENTs.—If the price of any article in re-
spect of which a tax, based on such price, is imposed by chapter
81 or 82, is readjusted by reason of the return or repossession of 26 USC 4001-
the article or a covering or container, or by a bona fide discount, -
rebate, or allowance, the part of the tax proportionate to the
gart of the price repaid or credited to the purchaser shall be
eemed to be an overpayment. The preceding sentence shall not
applg in the case of an article in respect of 'which tax was com-
puted under section 4223 (b) (2) ; but if the price for which such
article was sold is readjusted by reason of the return or repos-
session of the article, the part of the tax proportionate to the part
of such price repaid or credited to the purchaser shall be deemed
to be an overpayment,
“(2) Seecrriep vsEs AND REsALES.—The tax paid under chap-
ter 32 (or under section 4041 (a) (1) or (b) (1)) in respect of 26 USC 4041
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any article shall be deemed to be an overpayment if such article
was, by any person—

“(A) exported (except in any case to which subsection (g)

applies) ; ; ,
i.EB) used or sold for use as supplies for vessels or air-
craft;

“(é) sold to a State or local government for the exclusive
use of a State or local government ;

“(D) sold to a nonprofit educational organization for its
exclusive use;

“(E) resold to a manufacturer or producer for use by him
as provided in subparagraph (A) or (B) of paragraph (3);

“(F) in the case of a tire, inner tube, or receiving set, re-
sold for use as provided in subparagraph (C) or (D) of
paragraph (3) and the other article referred to in such sub-
paragraph is by any person exported or sold as provided in
such subparagraph;

“(G) 1 the case of a liquid taxable under section 4041,
sold for use as fuel in a diesel-powered highway vehicle or
as fuel for the propulsion of a motor vehicle, motorboat, or
airplane, if (i) the vendee used such liquid otherwise than
as fuel in such a vehicle, motorboat, or airplane or resold
such liquid, or (ii) such liquid was (within the meaning of
paragraphs (1), (2), and (3) of section 6420 (c)) used on
a farm for farming purposes;

5 éH) in the case of a liquid in respect of which tax was
aid under section 4041 at the rate of 3 cents a gallon, used
uring any calendar quarter in vehicles while engaged in

furnishing scheduled common carrier public passenger land
transportation service along regular routes; except that (i)
this subparagraph shall apply only if the 60 percent pas-
senger fare revenue test set forth in section 6421 (b) (2) is
met with respect to such quarter, and (ii) the amount of
such overpayment for such quarter shall be an amount deter-
mined by multiplying 1 cent for each gallon of liquid so used
by the percentage which such person’s tax-exempt passenger
fare revenue (as defined in section 6421 (d) Fz)s) derived
from such scheduled service during such quarter was of his
total passenger fare revenue (not including the tax imposed
by section 4261, relating to the tax on transportation of per-
sons) derived from such scheduled service during such
quarter;

“(I) in the case of a liquid in respect of which tax was {mid
under section 4041 (a) (1) at the rate of 3 cents a gallon,
used or resold for use as a fuel in a diesel-powered highway
vehicle (i) which (at the time of such use or resale) is not
registered, and is not re(}uired to be registered, for high-
way use under the laws of any State or foreign country, or
(ii) which, in the case of a diesel-powered highway vehicle
owned by the United States, is not used on the highway; ex-
cept that the amount of any overpayment by reason of this
sugparagra.ph shall not exceed an amount computed at the
rate of 1 cent a gallon;

“(J) in the case of a liquid in respect of which tax was
paid under section 4041 (b) (1) at the rate of 3 cents a
gallon, used or resold for use otherwise than as a fuel for the
propulsion of a highway vehicle (i) which (at the time of
such use or resale) is registered, or is required to be regis-
tered, for highway use under the laws of any State or foreign
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country, or (ii) which, in the case of a highway vehicle owned

by the United States, 1s used on the highwai; except that the

amount of any overpayment by reason of this subparagraph

shzﬁ}l not exceed an amount computed at the rate of 1 cent a
on;

“(X) in the case of any article taxable under section 4061
(b) &other than spark plugs and storage batteries), used or
sold for use as repair or replacement parts or accessories for

farm equipment (other than equipment taxable under sec-
tion 4061 (a));

“(L) in the case of tread rubber in respect of which tax
was paid under section 4071 (a) (4), used or sold for use
otherwise than in the recapping or retreading of tires of the
type used on highway vehicles (as defined in section 4072 (¢) ),
unless credit or refund of such tax is allowable under sub-
section (b) (3);

“(M) in the case of gasoline, used or sold for use in pro-
duction of special motor fuels referred to in section 4041 (b) ;

“(N) in the case of lubricating oil, used or sold for non-
lubricating purposes;

“(0O) in the case of lubricating oil in respect of which tax
was paid at the rate of 6 cents a gallon, used or sold for use as
cutting oils (within the meaning of section 4092 (b)) ; except
that the amount of such overpayment shall not exceed an
amount computed at the rate of 3 cents a gallon;

“(P) in the case of any musical instrument taxable under
section 4151, sold to a religious institution for exclusively
religious purposes;

“(Q) in the case of unexposed motion picture film, used
or sold for use in the making of newsreel motion picture film.

“(8) TAX-PAID ARTICLES USED FOR FURTHER MANUFACTURE, ETC.—
If the tax imposed by chapter 32 has been paid with respect to the
sale of any article by the manufacturer, producer, or importer
thereof to a second manufacturer or producer, such tax shall be
deemed to be an overpayment by such second manufacturer or
producer if—

“(A) in the case of any article other than an article to
which subparagraph (B), (C), or (D) applies, such article is
used by the second manufacturer or producer as material in
the manufacture or production of, or as a component part
of, another article taxable under chapter 32 manufactured or
produced by him;

“(B) in the case of—

*(i) a part or accessory taxable under section 4061 (b),

“(i1) a radio or television component taxable under

section 4141, or

“(iii) a camera lens taxable under section 4171,
such article is used by the second manufacturer or producer
as material in the manufacture or production of, or as a
component part of, any other article manufactured or pro-
duced by him;

“(C) in the case of—

“(i) a tire or inner tube taxable under section 4071, or

“(i1) an automobile radio or television receiving set
taxable under section 4141,

such article is sold by the second manufacturer or producer

on or in connection with, or with the sale of, any other article

manufactured or produced by him and such other article is

by any person exported, sold to a State or local government

26 USC 4061,
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for the exclusive use of a State or local government, sold to a
non(frroﬁt educational organization for its exclusive use, or
used or sold for use as supplies for vessels or aircraft; or

“(D) in the case of a radio receiving set or an automobile
radio receiving set—

“(i) such set is used by the second manufacturer or
roducer as a component part of any other article manu-
actured or produced by him, and

(i) sucll: other article is by any person exported,
sold to a State or local government for the exclusive use
of a State or local government, sold to a nonprofit edu-
cational organization for its exclusive use, or used or sold
for use as supplies for vessels or aircraft.

For purposes of subparagraphs (A) and (B), an article shall be
treated as having been used as a component part of another article
if, had it not been broken or rendered useless in the manufacture
or production of such other article, it would have been so used.

“(4) TIrEs, INNER TUBES, AND AUTOMOBILE RADIO AND TELEVISION
RECEIVING SETS,—If—

“(A) (i) a tire or inner tube taxable under section 4071,
or automobile radio or television receiving set taxable under
section 4141, is sold by the manufacturer, producer, or im-
porter thereof on or in connection with, or with the sale of,
any other article manufactured or produced by him, or

#(ii) a radio receiving set or an automobile radio receiving
set is used by the manufacturer thereof as a component part

of any other article manufactured or produced by him; and

“(l{) such other article is by any person exported, sold to

a State or local government for the exclusive use of a State
or local government, sold to a nonprofit educational organi-
zation for its exclusive use, or used or sold for use as supplies
for vessels or aircraft,

any tax imposed by chapter 32 in respect of such tire, inner tube,

or receiving set which has been paid by the manufacturer, pro-

gucﬁg', or importer thereof shall be deemed to be an overpayment
im.

y“(é) RETURN OF CERTAIN INSTALLMENT ACCOUNTS.—If—

“(A) tax was paid under section 4053 (b) (1) or 4216
(e) (é in respect of any installment account,

“(B) such account 1s, under the agreement under which
the account was sold, returned to the person who sold such
account, and

“(C) the consideration is readjusted as provided in such
agreement,

the part of the tax paid under section 4053 (b) (1) or 4216 (e)
(1) proportionate to the part of the consideration repaid or
credited to the purchaser of such account shall be deemed to be
an overpayment.
This subsection shall apply in respect of an article only if the exporta-
tion or use referred to in the applicable provision of this subsection
occurs before any other use, or, in the case of a sale or resale, the use
referred to in the applicable provision of this subsection is to oceur
before any other use.

“(¢) Creprr ror Tax Pamw ox Tires, INNer Tures, or Rapio or
TeLevisioNn Recerving Sers.—If tires, inner tubes, or automobile radio
or television receiving sets on which tax has been paid under chapter
32 are sold on or in connection with, or with the sale of, another article
taxable under chapter 32, there shall (under regulations preseribed
by the Secretary or his delegate) be credited (without interest) against
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the tax imposed on the sale of such other article, an amount determined

by mlulil:)iplying the applicable percentage rate of tax for such other

article by—

“{1) the purchase price (less, in the case of tires, the part of
such price attributable to the metal rim or rim base) if such
tires or inner tubes were taxable under section 4071 (relating
to tax on tires and inner tubes) or, in the case of automobile
radio or television receiving sets, if such sets were taxable under
section 4141; or

“(2) if such tires, inner tubes, or automobile radio or television
receiving sets were taxable under section 4218 (relating to use
by manufacturer, producer, or importer), the price (less, in the
case of tires, the part of such price attributable to the metal rim
or rim base) at which such or similar tires, inner tubes, or sets
are sold, in the ordinary course of trade, by manufacturers, pro-
ducers, or importers thereof, as determined by the Secretary or
his delegate.

The credit provided by this subsection shall be allowable only in re-

spect of the first sale on or in connection with, or with the sale of,

another article on the sale of which tax is imposed under chapter 32.”

(b) Errrcrive Date—Section 6416 (b) of the Internal Revenue
Code of 1954, as amended by this Act, shall apply only with respect
to articles exgorted, sold, or resold, as the case may be, on or after
the effective date specified in section 1 (¢) of this Act.

(¢) Accounting ProcEpURES; MEANING OF TERMS.—Section 6416
is amended by adding at the end thereof the following new subsections :

“(g) AvromosiLes, Erc.—Under regulations prescribed by the Sec-
retary or his delegate, subsection (b) (2) (A) shall apply, in the case
of any article subject to the tax imposed by sections 4061 (a), 4111,
4121, and 4141, only if the article with respect to which the tax was
paid was sold biZ: the manufacturer, producer, or importer for export
after receipt by him of notice of intent to export or to resell for export.

“(h) AccountiNG ProcEDURES FOR LiKE ArTIOLES.—Under regula-
tions prescribed by the Secretary or his delegate, if any person uses
or resells like articles, then for %mrposes of this section the manu-
facturer, producer, or importer of any such article may be identified,
and the amount of tax paid under chapter 32 in respect of such article
may be determined—

il 1; on a first-in-first-out basis,

“%2 on a last-in-first-out basis, or

“(3) in accordance with any other consistent method approved
by the Secretary or his delegate.

“(1) Meaning or Teryms—For purposes of this section, any term
used in this section has the same meaning as when used in chapter
31, 32, or 33, as the case may be.”

(d) TecHNICAL AMENDMENTS.—

(1) Section 6415 (a) (credits or refunds to persons who col-
lected certain taxes) is amended by adding at the end thereof
the following: “For purposes of this subsection, in the case of
any payment outside the United States in respect of which tax
is imposed under paragraph (1), (2), or (3) of section 4231, the
person who paid for the admission or for the use of the box or
seat shall be considered the person from whom the tax was
collected.”

(2) Section 6420 (¢) (3) (A) (gasoline used on farms) is
amended by striking out “section 6416 (b) ;2) (C) (ii)” each
place it appears and inserting in lieu thereof “section 6416 (b)

(2) (G) (i)™

98395-59-pt. 183
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(3) Section 6421 (i) (gasoline used for certain non-highway
purposes) is amended (A) by striking out “section 6416 (b) (2)
(J) and (K)” and inserting in lieu thereof “section 6416 (b) (2)
(I) and (J)”, and (B) by striking out “section 6416 (b) (2)
(L:)” and inserting in lieu thereof “section 6416 (b) (2) (H)".
(e) Cerrain Rapio Recriving Sers anp Rapvio Axp TELEvisioN
CompoNenTs.—If—
(1) a radio receiving set, an automobile radio receiving set, or
a radio or television component was (before any other use) used
as a component part of any other article, and
(2) such other article was (before any other use) by any
person exported, or sold to a State or local government for the
exclusive use of a State or local government,
then any tax imposed by chapter 32 of the Internal Revenue Code of
1954 (or the corresponding provisions of prior revenue law) in respect
of such set or component which has been paid shall be deemed to have
been an overpayment, by the manufacturer, producer, or importer
of such other article, at the time paid. No credit or refund shall be
allowed or made under this subsection unless the manufacturer, pro-
ducer, or importer of such other article establishes to the satisfaction
of the Secretary of the Treasury or his delegate that he did not in-
clude the amount of the tax in the price of such other article (and
has not collected the amount of the tax from the purchaser of such
other article), that the amount of the tax has been repaid to the ulti-
mate purchaser of such other article, or that he has obtained the
written consent of such ultimate purchaser to the allowance of the
credit or the making of the refund. No interest shall be allowed or
paid in respect of any such overpayment.

SEC. 164. PAYMENTS WITH RESPECT TO GASOLINE USED FOR CER-
TAIN NON-HIGHWAY PURPOSES OR BY LOCAL TRANSIT
SYSTEMS.

(a) In GeneraL—Section 6421 (¢) (payments with respect to gas-
oline used for certain non-highway purposes or for local transit sys-
tems) is amended to read as follows:

“(¢) Time ror Fiuine Crarmvs ; Periop CoveErEp.—

“(1) GeENERAL RULE.—Except as provided in paragraph (2)
not more than one claim may be filed under subsection (a& and
not more than one claim may be filed under subsection ( 3, by
any person with respect to gasoline used during the one-year
period ending on June 30 of any year. No claim shall be allowed
under this paragraph with respect to any one-year period unless
filed on or before September 30 of the year in which such one-
year period ends.

“(2) Exceprion.—If $1,000 or more is payable under this sec-
tion to any person with respect to gasoline used during a calendar
quarter, a claim may be filed under this section by such person
with respect to gasoline used during such quarter. No claim
filed under this par ph shall be allowed unless filed on or
before the last day z%r?he first calendar quarter following the
calendar quarter for which the claim is filed.”

(b) Errective Date—The amendment made by subsection (a)
shall apply only with respect to claims the last day for the filing of
which occurs after the effective date specified in section 1 (¢) of this
Act.
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SEC. 165. STATUTE OF LIMITATIONS FOR STAMP TAXES; REDEMP-
TION OF STAMPS.

(a) LivrratioN oN AssEssMENT AND CoLLECTION.—Section 6501 (a)
(general rule) is amended by striking out “within 3 years after such
tax became due,” and inserting in lieu thereof “at any time after
such tax became due and before the expiration of 3 years after the
date on which any part of such tax was paid,”. AT

b) RepeEMpTiON OoF STaMps.—Section 6805 (a) (authorization for
redemption of stamps) is amended by striking out *, or which
t-hrougli mistake may have been improperly or unnecessarily used, or
where the rates or duties represented thereby have been excessive in
amount, paid in error, or in any manner wrongfully collected”.

(¢) Tecrnicar. AMENDMENT.—Section 6805 (c¢) (time for filing
claims) is amended by inserting “under this section” after “shall be
allowed”.

TITLE II—ALCOHOL, TOBACCO, AND
CERTAIN OTHER EXCISE TAXES

SEC. 201. AMENDMENT OF CHAPTER 51 OF THE INTERNAL REVENUE
CODE OF 1954,
Chapter 51 of the Internal Revenue Code of 1954 is amended to
read as follows:

“CHAPTER 51—DISTILLED SPIRITS, WINES,
AND BEER

“SuBcHAPTER A. Gallonage and occupational taxes.

“SuscHAPTER B. Qualification requirements for distilled spirits
plants.

“SuscHAPTER C. Operation of distilled spirits plants.

“SuscHAPTER D. Industrial use of distilled spirits.

“SupcHAPTER E. General provigions relating to distilled spirits.

“SupcHAPTER F. Bonded and taxpaid wine premises.

“SUBCHAPTER G. Breweries.

“SuscHAPTER H. Miscellaneous plants and warehouses.

“SuscHarTEr I. Miscellaneous general provisions.

“SurcHAPTER J. Penalties, seizures, and forfeitures relating to
liquors.

“Subchapter A—Gallonage and Occupational Taxes

“Part I. Gallonage taxes.
“Part 11. Occupational tax.

“PART I—GALLONAGE TAXES

“Subpart A. Distilled spirits.
“Subpart B. Rectification.
“Subpart C. Wines.

“Subpart D. Beer.

“Subpart E. General provisions.

“Subpart A—Distilled Spirits

“Sec. 5001. Imposition, rate, and attachment of tax.

“Sec. 5002, Definitions.

“Sec. 5003. Cross references to exemptions, ete.

“Sec. 5004. Lien for tax.

“Bec. 5005. Persons liable for tax.

“Sec. 5008. Determination of tax.

“Sec. 5007. Collection of tax on distilled spirits.

“Sec. 5008. Abatement, remission, refund, and allowance for loss
or destruction of distilled spirits.

“Sec. 5009. Drawback.
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“SEC. 5001. IMPOSITION, RATE, AND ATTACHMENT OF TAX.
“(a) Rarteor Tax—

“(1) Gexeran.—There is hereby imposed on all distilled spirits
in bond or produced in or imported into the United States 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 July 1, 1959, the rate of tax imposed by this paragraph shall
be %9 in lien of $10.50.

“(2) Propucrs cONTAINING DISTILLED SPIRITS.—All products of
distillation, by whatever name known, which contain distilled
spirits, 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.—
There is hereby imposed on all perfumes imported into the United
States econtaining Aisti]led 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 July 1, 1959, the rate of tax
imposed by this paragraph shall be $9 in lieu of $10.50.

“(4) WINES CONTAINING MORE THAN 24 PERCENT ALCOHOL BY
voLUME.—Wines containing more than 24 percent of alcohol by
volume shall be taxed as distilled spirits.

“(b) DISTILLED SPIRITS WITHDRAWN FREE OF TAX.—Any person
who removes, sells, transports, or uses distilled spirits, withdrawn
free of tax under section 5214 (a) or section 7510, in violation of
laws or regulations now or hereafter in force pertaining thereto
and all such distilled spirits shall be subject to all provisions of
law relating to distilled spirits subject to tax, including those

uiring payment of the tax thereon ; and the person so removing,
;:ﬂing, transporting, or using the distilled spirits shall be required
to pay such tax.

“(6) DENATURED DISTILLED SPIRITS OR ARTICLES.—ANy person
who produces, withdraws, sells, transports, or uses denatured
distilPed spirits or articles in violation of laws or regulations now
or hereafter in force pertaining thereto, and all such denatured
distilled spirits or articles shall be subject to all provisions of
law pertaining to distilled spirits that are not denatured, in-
cluding those requiring the payment of tax thereon: and the
person so producing, withdrawing, selling, transporting, or using
t-hahdanatured distilled spirits or articles shall be required to pay
such tax,

“(7) Fruir-FLAVOR CONCENTRATES.—If any volatile fruit-flavor
concentrate (or any fruit mash or juice from which such con-
centrate 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, transﬁorted, or used by any person in viola-
tion of the provisions of this chapter or regulations promulgated
thereunder, 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 LIQUEURS AND CORDIALS.—Imported liqueurs and
cordials, or similar compounds, containing distilled spirits, shall
be taxed as distilled spirits.

“(9) IMPORTED DISTILLED SPIRITS WITHDRAWN FOR BEVERAGE PUR-
rosEs,—There is hereby imposed on all imported distilled spirits
withdrawn from customs custody under section 5232 without pay-
ment of the internal revenue tax, and thereafter withdrawn from
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bonded premises for beverage purposes, an additional tax equal
to the duty which would have been paid had such spirits been
imported for beverage purposes, less the duty previously paid
thereon,

“(10) ArcoHOLIC COMPOUNDS FROM PUERTO RICO.—EXcept as
provided in section 5314, upon bay rum, or any article containing
distilled spirits, 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

roduced in the United States.

“(E) TiME oF ATTACHMENT oN DistinLep Seirrrs.—The tax shall
attach to distilled spirits 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 provisions relating to the tax on shipments to the United
States of taxable articles from Puerto Rico and the Virgin Islands,
see section 7652.
“SEC. 5002. DEFINITIONS.

“(a) DerinrrioNs.—When used in this chapter—

“(1) Disticiep spirirs pranT.—The term ‘distilled spirits
plant’ means an establishment which is qualified under subchap-
ter B to perform any operation, or any combination of opera-
tions, for which qualification is required under such subchapter.

“(2) BoxpEp prEMIses.—The term ‘bonded premises’, when
used with reference to distilled spirits, means the premises of a
distilled spirits plant, or part thereof, as described in the appli-
cation required by section 5171 (a), on which operations relating
to production, storage, denaturation, or bottling of distilled
spirits, prior to the payment or determination of the distilled
spirits tax, are authorized to be conducted.

“(3) Borruine prEmises.—The term ‘bottling premises’, when
used with reference to distilled spirits plants, means the premises
of a distilled spirits Ela.nt, or part thereof, as described in the
application required by section 5171 (a), on which operations
relating to the rectification or bottling of distilled spirits or
wines on which the tax has been paid or determined, are author-
ized to be conducted.

“(4) BonNpEp wareHoUusEMaN.—The term ‘honded warehouse-
man’ means the proprietor of a distilled spirits plant who is
authorized to store distilled spirits after entry for deposit in
storage and prior to payment or determination of the internal
revenue tax or withdrawal as provided in section 5214 or 7510.

“(5) Distiuer.—The term ‘distiller’ shall include every per-
son—

“(A) who produces distilled spirits from any source or
substance ; or

“(B) who brews or makes mash, wort, or wash, fit for dis-
tillation or for the production of distilled spirits (except a
person making or using such material in the authorized pro-
duction of wine or beer, or the production of vinegar by
fermentation) ; or

“(C) who by any process separates alcoholic spirits from
any fermented substance; or
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“(D) who, making or keeping mash, wort, er wash, has
also in his possession or use a still.

“(6) DISTILLED SPIRITS.—

“(A) General Definition.—The terms ‘distilled spirits’,
‘alcoholic spirits’, and ‘spirits’ mean that substance known as
ethyl alcohol, ethanol, or spirits of wine, including all dilu-
tions and mixtures thereof, from whatever source or by what-
ever process produced, and shall include whisky, brandy,
rum, gin, and vodka.

“(B) Products of Rectification.—As used in section 5291
(a) the term ‘distilled spirits’ includes products produced
in such manner that the person producing them is a rectifier
within the meaning of section 5082,

“(7) Proor spirrts.—The term ‘proof spirits’ means that liquid
which contains one-half its volume of ethyl alcohol of a specific
gravity of seven thousand nine hundredy and thirty-nine ten-
thousandths (.7939) at 60 degrees Fahrenheit referred to water at
60 degrees Fahrenheit as unity.

“(8) Proor carroN.—The term ‘proof gallon’ means a United
States gallon of proof spirits, or the alcoholic equivalent thereof.

“(9) CoxraiNer.—The term ‘container’, when used with respect
to distilled spirits, means any receptacle, vessel, or form of pack-
age, bottle, tank, or pipeline used, or capable of use, for holding,
storing, transferring, or conveying distilled spirits.

“(10) ArpproveEp coNTAINER.—The term ‘approved container’,
when used with respect to distilled spirits, means a container the
use of which is authorized by regulations prescribed by the Sec-
retary or his delegate.

“(11) ArticLes.—The term ‘articles’ means any substance or
preparation in the manufacture of which denatured distilled
spirits are used, unless anpther meaning is distinetly expressed or
manifestly intended.

“(b) Cross REFERENCES.—

“(1) For definition of wine gallon, see section 5041 (e¢).

“(2) For definition of rectifier, see section 5082.

“(3) For definition of manufacturer of stills, see section 5102.

“(4) For definition of dealer, see section 5112 (a).

“(5) For definitions of wholesale dealers, see section 5112.

“(6) For definitions of retail dealers, see section 5122.

“(7) For definitions of general application to this title, see
chapter 79.

“SEC. 5003. CROSS REFERENCES TO EXEMPTIONS, ETC.

“(1) For provisions authorizing the withdrawal of distilled spirits
free of tax for use by Federal or State agencies, see sections 5214
(a) (2) and 5313. e =)

“(2) For provisions authorizing the withdrawal of distilled spirits
free of tax by nonprofit educational organizations, scientific uni-
versities or colleges of learning, laboratories, hospitals, blood banks,
sanitariums, and charitable clinics, see section 5214 (a) (3).

“(3) For provisions authorizing the withdrawal of certain im-
ported distilled s}:irits from customs custody without payment of
tax, see section 5232.

“(4) For provisions authorizing the withdrawal of denatured dis-
tilled spirits free of tax, see section 5214 (a) (1).

“(5) For provisions exempting from tax distilled spirits for use
in oé:roc)luction of vinegar by the vaporizing process, see section
5505 (j).

“((igJ For provisions relating to the withdrawal of wine spirits
without payment of tax for use in the production of wine, see
section 5373.

“(7) For provisions exempting from tax volatile fruit-flaver con-
centrates, see section 5511.

“(8) For provisions authorizing the withdrawal of distilled spirits
from bonded premises without payment of tax for export, see
section 5214 (a) (4).
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“(9) For provisions authorizing withdrawal of distilled spirits
without payment of tax to customs manufacturing bonded ware-
houses for export, see section 5522 (a).

“(10) For provisions relating to withdrawal of distilled spirits
without payment of tax as supplies for certain vessels and aireraft,
see 19 U. 8. C, 1309,

_“(11) For provisions authorizing regulations for withdrawal of
distilled spirits for use of United States free of tax, see section 7510,

“(12) For provisions relating to withdrawal of distilled spirits
without payment of tax to foreign-trade zones, see 19 U, S. C. 81c.

“(13) For provisions relating to exemption from tax of taxable
?;;;lcl(?) going into the possessions of the United States, see section

“(14) For provisions authorizing the removal of samples free of
tax for making tests or laboratory analyses, see section 5214 (a) (9).

“(15) For provisions relating to allowance for certain losses in

: bond, see section 5008 (a).
“SEC. 5004. LIEN FOR TAX.
“(a) DisTiuLep Seirits SussecT 1o LIEN.—

“(1) GeneraL.—The tax imposed by section 5001 (a) (1)
shall be a first lien on the distilled spirits from the time the
spirits are in existence as such until the tax is paid.

“(2) Exceprions.—The lien imposed by paragraph (1), or
any similar lien imposed on the spirits under prior provisions
of internal revenue law, shall terminate in the case of distilled
spirits produced on premises qualified under internal revenue law
for the production of distilled spirits when such distilled spirits
are——

“(A) withdrawn from bonded premises on determination
of tax; or

“(B) withdrawn from bonded premises free of tax under
provisions of section 5214 (a) (1), (2), (3), or (9), or
section 7510; or 26 USC 7510,

*“(C) exported, deposited in a foreign-trade zone, used in
the production of wine, deposited in customs manufacturing
bonded warehouses, or laden as supplies upon, or used in the
maintenance or repair of, certain vessels or aireraft, as pro-
vided by law.

“(b) OraEr ProPERTY SUBJECT TO LIEN.—

“(1) GexeraL.—The tax imposed by section 5001 (a) (1)
shall be a first lien on the distillery used for producing the dis-
tilled spirits, the stills, vessels, and fixtures therein, the lot or
tract Of%and on which such distillery is situated, and on any build-
ing thereon, from the time such spirits are in existence as such
until the tax is paid, or until the persons liable for the tax under
section 5005 (a) or (b) have been relieved of liability for such
tax by reason of the provisions of section 5005 (¢) (2), (¢) (3),
(d), or (e). In the case of a distilled spirits plant producing
distilled spirits, the premises subject to lien shall comprise the
bonded premises of such plant, any building containing any part
of the bonded premises and the land on which such building is
situated, as described in the application for registration of such
plant. Any similar lien on the property descr%bed in this para-
graph arising under prior provisions of internal revenue law
shall not be assertable as to the tax on any distilled spirits in
respect to which the persons liable for the tax have been relieved
of liability therefor by reason of the provisions of section 5005
(c) (2), (e) (3), (d),or (e). ;

“(2) ExXCEPTION DURING TERM OF BOND.—No lien shall attach
to any lot or tract of land, distillery, building, or distilling ap-
paratus, under this subsection, by reason of distilling done dur-
ing any period included within the term of any bond given under
section 5173 (b) (1) (C).
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“(3) ExmiNncuisuMeENT OF LIEN.—Any lien under paragraph
(1), or any similar lien imposed on the property described in
para rth (1) under prior provisions of internal revenue law,
shall be held to be extinguished—

“(A) if the property is no longer used for distilling and
there is no outstanding liability against any person referred
to in section 5005 (a) or (b) for taxes or penalties imposed
by law on the distilled spirits produced thereon, and no liti-
gation is pending in respect of any such tax or penalty; or

“(B) if an indemnity bond given under the provisions of
section 5173 (b) (1) (C), further conditioned to stand in
lieu of such lien or liens and to indemnify the United States
for the payment of all taxes and penalties which otherwise
could be asserted against such property by reason of such
lien or liens, is accepted and approved by the Secretary or
his delegate. Such bond shall not be accepted or approved
if there is any pending litigation or outstanding assessment
with respect to such taxes or penalties, or if the Secretary or
his delegate has knowledge of any circumstances indicating
that such bond is tendered with intent to evade payment or
defeat collection of any tax or penalty.

“(4) CERTIFICATE OF DISCHARGE—Any person claiming any
interest in the property subject to lien under paragraph (1) may
apply to the Sgcretary or his delegate for a duly acEnowledged
certificate to the effect that such lien is discharged and, if the
Secretary or his delegate determines that such lien is extin-
guished, the Secretary or his delegate shall issue such certificate,
and any such certificate may be recorded.

“(c) Cross REFERENCE.—

“For provisions relating to extinguishing of lien in case of redis-
tillation, see section 5223 (d).

“SEC. 5005. PERSONS LIABLE FOR TAX.

“(a) GeneraL.—The distiller or importer of distilled spirits shall
be liable for the taxes imposed thereon by section 5001 (a) (1).

“(b) Domestic DistitLep SpIRITS.—

“(1) LIABILITY OF PERSONS INTERESTED IN DISTILLING.—Every
proprietor or possessor of, and evel'f person in any manner
interested in the use of, any still, distilling apparatus, or distill-
ery, shall be jointly and severally liable for the taxes imposed
by law on the distilled spirits produced therefrom.

“(2) ExceerioN.—A person owning or having the right of
control of not more than 10 percent of any class of stock of a
corporate proprietor of a distilled spirits plant shall not be
deemed to be a person liable for the tax for which such proprietor
is liable under the provisions of parszﬁraph (1). This exception
shall not apply to an officer or director of such corporate
proprietor.

“(¢) ProprieToRSs OF DisTILLED SPIRITS PLANTS. —

“(1) BonbpEp STORAGE.—Every }I)lﬂrson operating bonded prem-
ises of a distilled spirits plant shall be liable for the internal
revenue tax on all distilled spirits while the distilled spirits are
stored on such premises, and on all distilled spirits which are in
transit to such premises (from the time of removal from the
transferor’s bonded premises) pursuant to application made by
him. Such liability for the tax on distilled spirits shall continue
until the distilled spirits are transferred or withdrawn from
bonded premises as authorized by law, or until such liability for
tax is relieved by reason of the provisions of section 5008 (a).
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Nothing in this paragraph shall relieve any person from any
liability imposed by su%section (aLor (b).

“(2) Traxsrers IN BoND.—When distilled spirits are trans-
ferred in bond in accordance with the provisions of section 5212,

rsons liable for the tax on such spirits under subsection (a) or

b), or under any similar prior provisions of internal revenue
law, shall be relieved of such liability, if proprietors of trans-
ferring and receiving premises are independent of each other
and neither has a proprietary interest, directly or indirectly, in
the business of the other, and all persons liable for the tax under
subsection (a) or (b), or under any similar prior provisions of
internal revenue law, have divested themselves of all interest in
the spirits so transferred. Such relief from liability shall be
effective from the time of vemoval from the transferor’s bonded

remises, from the time of such divestment of interest, or on

uly 1, 1959, whichever is later. The provisions of this para-
graph shall be construed to ai)ply to distilled spirits transferred
in bond, whether such transfers occur prior to or on or after
July 1, 1959, but shall not apply in any case in which the tax
was pald or determined prior to such date.

“(3) WITHDRAWALS ON DETERMINATION OF TAX.—

“(A) Any person who withdraws distilled spirits from
the bonded premises of a distilled spirits plant on determina-
tion of tax, upon giving of a withdrawal bond as provided
for in section 5174, shaﬁ be liable for payment of the inter-
nal revenue tax on the distilled spirits so withdrawn, from
the time of such withdrawal.

“(B) All persons liable for the tax on distilled spirits under
subsection (a) or (b), or under any similar prior provisions
of internal revenue law, shall be relieved of liability with
respect to the tax on any distilled spirits withdrawn on de-
termination of tax under withdrswaﬁ. bond (as provided for
in section 5174) if the person withdrawing such spirits and
the person, or persons, liable for the tax under subsection (a)
or (b), or under any similar prior provisions of internal
revenue law, are independent of each other and neither has
a proprietary interest, directly or indirectly, in the business
of the other, and all persons liable for the tax under sub-
section (a) or (b), or under any similar prior provisions
of internal revenue law, have divested themselves of all
interest in the spirits so withdrawn.

“(d) Wrraprawars Free or Tax.—All persons liable for the tax
under subsection (a) or (b), or under any similar prior provisions of
internal revenue law, shall be relieved of such liability as to distilled
spirits withdrawn free of tax under the I‘}mvisions of section 5214 (a)
(1), (2), (3), or (9), or under section 7510, at the time such spirits
are so withdrawn from bonded premises.

*(e) Wiraprawars Witnour PaymenT or Tax.—

“(1) Liapriry ¥or TAx.—Any person who withdraws distilled
spirits from the bonded premises of a distilled spirits plant with-
out payment of tax, as provided in section 5214 (a) (4), (5), (6),
é’_f), or (8), shall be liable for the internal revenue tax on such

istilled spirits, from the time of such withdrawal ; and all persons
liable for the tax on such distilled spirits under subsection (a) or
(b), or under any similar prior provisions of internal revenue
law, shall, at the time of sucE withdrawal, be relieved of any such
liability on the distilled spirits so withdrawn if the person with-
drawing such spirits and the person, or persons, liable for the tax
under subsection (a) or (b), or under any similar prior provisions
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of internal revenue law, are independent of each other and neither

has a proprietary interest, directﬁ, or indirectly, in the business of

the other, and all persons liable gor the tax under subsection (a)

or (b), or under any similar prior provisions of internal revenue

}ial,‘w, have divested themselves of all interest in the spirits so with-
aWIl.

“(2) ReLier rrom Liasiuiry.—All persons liable for the tax
on distilled spirits under paragraph (1) of this subsection, or
under subsection (a) or (b), or under any similar prior provisions
of internal revenue law, shall be relieved of any such lability at
the time, as the case may be, the distilled spirits are exported, de-
gosited in a foreign-trade zone, used in the production of wine,

eposited in customs manufacturing bonded warehouses, or laden
as supplies upon, or used in the maintenance or repair of, certain
vessels or aircraft, as provided by law.
“(f) Cross REFERENCES.—
“(1) For provisions conditioning warehousing bonds on the pay-
ment of the tax, see section 5173 (c).
“(2) For provisions relating to transfer of tax liability to redis-
tiller in case of redistillation, see section 5223,

“(3) For liability for tax on denatured distilled spirits, articles,
and volatile fruit-flavor concentrates, see section 5001 (a) (6) and

7).

?‘(4) For liability for tax on distilled spirits withdrawn free of

tax, see section 5001 (a) (5).

“(5) For liability of wine producer for unlawfully using wine

spirits withdrawn for the production of wine, see section 5391.

“SEC. 5006. DETERMINATION OF TAX.

“(a) REQUIREMENTS.—

“(1) GeneraL.—Except as otherwise provided in this section,
the internal revenue tax on distilled spirits shall be determined
when the spirits are withdrawn from bond. Such tax shall be de-
termined by such means as the Secretary or his delegate shall by
regulations prescribe, and with the use of such devices and appa-
ratus (including but not limited to storage, gauging, and bottling
tanks and pipelines) as the Secretary or his delegate may require.
The tax on d?:ti]]d spirits withdrawn from the bonded premises
of a distilled spirits plant shall be determined upon completion of
the gauge for determination of tax and before withdrawal from
bonded premises, under such regulations as the Secretary or his
delegate shall prescribe.

#(2) DISTILLED SPIRITS ENTERED FOR STORAGE.—

“(A) Bonping PERIOD LIMITATION.—EXcept as provided in
subparagraph (B), the tax on distilled spirits entered for
deposit in storage in internal revenue bond shall be deter-
mined within 20 years from the date of original entry for
deposit in such storage.

“(B) Exceprions.—Subparagraph (A) and seetion 5173
(e¢) (1) (A) shall not apply in the case of—

“(i) distilled spirits of 190 degrees or more of proof;
“(11) denatured distilled spirits; or
“(ii1) distilled spirits which on July 26, 1936, were 8
years of age or olger and which were in bonded ware-
houses on that date.

“(C) DISTILLED SPIRITS MINGLED IN INTERNAL REVENUE
Boxp.—In applying subparagraph (A) and section 5173 (c)
( 1% (A) to distilled spirits entered for deposit in storage on
different dates and lawfully mingled in internal revenue
bond, the Secretary or his delegate shall, by regulations, pro-
vide for the application of the 20-year period to such spirits
in such manner that no more spirits will remain in bond



72 81 AT.] PUBLIC LAW 85-859—-SEPT. 2, 1958 1321

than would have been the case had such mingling not
occurred.

#(3) DIsTILLED SPIRITS NOT ACCOUNTED FOR—If the Secretar
or his delegate finds that the distiller has not accounted for all
the distilled spirits produced by him, he shall, from all the evidence
he can obtain, determine what quantity of distilled spirits was
actually produced by such distiller, and an assessment shall be
made for 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.

“(b) TaxaBLE Loss.—

#(1) O~ orieINaL QUANTITY.—Where there is evidence satisfac-
tory to the Sem'etm? or his delegate that there has been any loss
of distilled spirits from any cask or other package deposited in
storage in internal revenue bond, other than a loss which by reason
of section 5008 (a) is not taxable, the Secretary or his delegate
may require the withdrawal from bonded premises of such dis-
tilled spirits, and direct the officer designated by him to collect
the tax accrued on the original quantity of distilled spirits entered
for deposit in storage in internal revenue bond in such cask or
packa%e, notwithstanding that the time specified in any bond
given for the withdrawal of the spirits entered in storage in such
cask or package has not expired, except that, under regulations
prescribed by the Secretary or his delegate, when the extent of
any loss from causes other than theft or unauthorized voluntary
destruction can be established by the proprietor to the satisfaction
of the Secretary or his delegate, an aliowance of the tax on the loss
so established may be credited against the tax on the original
quantity. If such tax is not paid on demand it shall be assessed
and collected as other taxes are assessed and collected,

“(2) AvrerNATiVE METHOD.—Where there is evidence satis-
factory to the Secretary or his delegate that there has been access,
other than as authorized by law, to the contents of casks or pack-
ages stored on bonded premises, and the extent of such access is
such as to evidence a lack of due diligence or a failure to employ
necessary and effective controls on the part of the proprietor, the
Secretary or his delegate (in lieu of requiring the casks or
packages to which suﬁl access has been had to be withdrawn
and tax paid on the original quantity of distilled spirits entered
for deposit in storage in internal revenue bond in such casks or
packages as provided in paragraph (1)) may assess an amount
equal to the tax on 5 proof gulﬁms of distilled spirits at the
prevailing rate on each of the total number of such casks or
packages as determined by him.

“(3) AprricaTiON OF SUBSECTION.—The provisions of this sub-
section shall apply to distilled spirits which are filled into casks
or packages, as authorized by law, after entry and deposit in
storage in internal revenue bond, whether by recasking, filling
from storage tanks, consolidation of packages, or otherwise: and
the quantity filled into such casks or packages shall be deemed to
be the origial quantity for the purpose of this subsection, in the
case of loss from such casks or packages.

“(e) Disminrep Seirits Not BoNDED.—

“(1) GexeraL—The tax on any distilled spirits, removed from
the place where they were distilled and (except as otherwise pro-
vided by law) not deposited in storage on bonded premises of a
distilled spirits plant, shall, at any time within tll)le period of
limitation provided in section 6501, when knowledge of such fact
is obtained by the Secretary or his delegate, be assessed on the
distiller of such distilled spirits (or other person liable for the
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tax) and payment of such tax immediately demanded and, on
the neglect or refusal of payment, the Secretary or his delegate
shall proceed to collect the same by distraint. This paragraph
i-shall not exclude any other remedy or proceeding provided by
aw.

“(2) PRODUCTION AT OTHER THAN QUALIFIED PLANTS.—Hxcept
as otherwise provided by law, the tax on any distilled spirits pro-
duced in the United States at any place other than a qualified
distilled spirits plant shall be due and payable immediately upon
production.

“(d) UNvawrurny IntporTeED DistinLep Seirrts,.—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) (ross REFERENCE.—

“For provisions relating to removal of distilled spirits from
bonded premises on determination of tax, see section 5213.
“SEC. 5007. COLLECTION OF TAX ON DISTILLED SPIRITS.

“(a) TaxonN DisTinLep Seirirs REMovep Froy BoNpep Premises.—

“(1) GeEneraL—The tax on domestic distilled spirits and on
distilled spirits removed from customs custody under section 5232
shall be paid in accordance with section 5061,

“(2) DISTILLED SPIRITS WITHDRAWN TO BOTTLING PREMISES UNDER
WITHDRAWAL BOND.—If distilled spirits are withdrawn from
bonded premises under section 5213 and a withdrawal bond is
posted under séction 5174 (a) (2), the Secretary or his delegate
shall, in fixing the time for filing the return and the time for
payment of the tax under section 5061 (a), make allowance for
the period of transportation of the distilled spirits from the
bondI:ad premises to the bottling premises, not to exceed such max-
imum periods as he may by regulations prescribe.

“(b) CorrecTION OF TAXx oN InmporTED DisTILLED SPIRITS AND PER-
ruMEs CoNTAINING DISTILLED SPIRITS.—

“(1) DistiLLep spirits.—The internal revenue tax imposed by
section 5001 (a) (1) and (2) upon imported dist-i]leg spirits
shall be collected by the Secretary or his delegate and deposited
as internal revenue collections, under such regulations as the Sec-
retary or his delegate may prescribe. Such tax shall be in addi-
tion to any customs duty imposed under the Tariff Act of 1930

46 Stat. 590; 19 U. 8. C., chapter 4), or any subsequent act.

ection 5688 shall be applicable to the disposition of imported

irits.
sp“(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 %lelegate and deposited as internal revenue col-
lections, under such regulations as the Secretary or his delegate
may prescribe,

“(¢) Cross REFERENCES.—

“(1) For authority of the Secretary or his delegate to make deter-
minations and assessments of internal revenue taxes and penalties,
see section 6201 (a).

“(2) For authority to assess tax on distilled spirits not bonded,
see section 5006 (c). :

“(3) For provisions relating to payment of tax, under certain
conditions, on distilled spirits withdrawn free of tax, denatured
distilled spirits, articles, and volatile fruit-flavor concentrates, see
section 5001 (a) (5), (6), and (7).
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“SEC. 5008. ABATEMENT, REMISSION, REFUND, AND ALLOWANCE FOR
LOSS OR DESTRUCTION OF DISTILLED SPIRITS.
“(a) DistiLLep Seirrrs Lost or DEsTROYED 1IN BoND.—

“(1) ExTENT OF L088 ALLOWANCE.—No tax 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
connivance, collusion, fraud, or negligence on the part of the
proprietor of the distilled spirits plant, owner, consignor,
consignee, bailee, or carrier, or the emp’loyees or agents of
any of them; and

‘(B) VorLuNTary pEsTRUCTION.—In the case of voluntary
destruction, nnless such destruction is carried out as provided
in subsection (b) (1).

“(2) Proor or Loss.—In any case in which distilled spirits are
lost or destroyed, whether by theft or otherwise, the Secretary or
his delegate may require the proprietor of the distilled spirits
plant or other person liable 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 proprietor of the distilled spirits plant or other
person responsible for the distilled S;I)irits 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 of the distilled spirits plant, owner,
consignor, consignee, bailee, or carrier, or the employees or agents
of any of them.

“(3) Reruxp oF 1ax.—In any case where the tax would not be
collectible by virtue of paragraph (1), but such tax has been paid,
the Secretary or his delegate shall refund such tax.

“(4) Limararions.—Except as provided in ¥aragraph (5), no
tax shall be abated, remitted, eredited, or refunded under this
subsection where the loss occurred after the tax was determined
(as provided in section 5006 (a)). The abatement, remission,
credit, or refund of taxes ?rovide for by paragraphs (1) 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 re-
compensed in respect of the tax for such loss.

“(5) Appricarmty.—The provisions of this subsection shall
extend to and apply in respect of distilled spirits lost after the tax
was determined and prior to the completion of the physical re-
moval of the distilled spirits from bonded premises, but shall not
be applicable where the loss occurred after the time prescribed for
the withdrawal of the distilled s%irits from bonded premises
under section 5006 (a) (2) unless the loss occurred in the course
of physical removal of the spirits immediately subsequent to such
time. This paragraph shall not be applicabie to any loss of dis-
tilled spirits for which abatement, remission, credit, or refund of
tax is allowable under the provisions of subsection (c), or would ke
tzl]ow;l))le except for the limitations established under subsection

c) (3).
=5 b)) OLUNTARY DESTRUCTION . —

“(1) DistiiLen seiriTs N BoND.—The proprietor of the distilled
spirits plant or other persons liable for the tax imposed by this
chapter with respect to any distilled spirits in bond may velun-
ts,ri?y destroy such spirits, but only if such destruction is under
such supervision, and under such regulations, as the Secretary or
his delegate may prescribe.
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“(2) DIsTILLED SPIRITS WITHDRAWN FOR RECTIFICATION OR
BoTTLING.—Whenever any distilled spirits withdrawn from bond
on or after July 1, 1959, on payment or determination of tax for
rectification or 'r)ottling are (%efore the completion of the bottling
and casing or other packaging of such spirits for removal from
the bottling premises of tﬁe Eistilled spirits plant to which re-
moved from bond) found by the proprietor who withdrew such
spirits to be unsuitable for the purpose for which intended to be
used, such spirits may, on application to the Secretary or his
delegate, be destroyedy after such gauge and under such super-
vision as the Secretary or his delegate may by regulations pre-
scribe. If a claim is ﬁpied within 6 months from the date of such
destruction, the Secretary or his delegate shall, under such regu-
lations as he may prescribe, abate, remit, or, without interest,
credit or refund the tax imposed under section 5001 (a) (1) on
the spirits so destroyed, to the proprietor of the distilled spirits
plant who withdrew the disti]lecf spirits on payment or determina-
tion of tax.

“(e) Loss or Distiiep Semrrs Wiraprawy From Boxp ror Rec-
TIFICATION OR BOTTLING.—

“(1) GeNerar.—Whenever any distilled spirits withdrawn
from bond on payment or determination of tax for rectification
or bottling are lost before the completion of the bottling and cas-
ing or other packaging of such spirits for removal from the
bottling premises ofgthe distilled spirits plant to which removed
from bond, the Secretary or his de‘egat.e shall, under such regu-
lations as he may prescribe, abate, remit, or, without interest,
credit or refund the tax imposed on such spirits under section
5001 (a) (1) to the proprietor of the distilled spirits plant who
withdrew the distilled spirits on payment or determination of
tax for removal to his bottling premises, if it is established to the
satisfaction of the Secretary or his delegate that—

“(A) such loss occurred (i) by reason of accident while
being removed from bond to bottling premises, or (ii) by
reason of flood, fire, or other disaster; or

“(B) such loss occurred by reason of, and was incident to,
authorized rectifying, packaging, bottling, or casing opera-
tions (including losses by leakage or evaporation occurring
during removal from bond to the bottling premises and dur-
ing storage on bottling premises pending rectification or bot-

tling).
*(2) E]):MITATION.-—NO abatement, remission, credit, or refund
of taxes shall be made under this subsection—
“(A) in any case where the claimant is indemnified or
recompensed for the tax;
“(B) in excess of the amount allowable under paragraph
(32, in case of losses referred to in paragraph (1) (B); or
(C) unless a claim is filed, under such regulations as
the Secretary or his delegate may Erescribe, by the proprietor
of the distilled spirits plant who withdrew the distilled
spirits on payment or determination of tax, (i) within 6
months from the date of the loss in case of losses referred to
in paragraph (1) (A),or (ii) within 6 months from the close
of the I%ca.l year in which the loss occurred in case of losses
referred to in paragraph (1) (B).
The quantity of distilled spirits lost within the meaning of sub-
paragraph (B) of paragraph (1) shall be determined at such
times and by such means or methods as the Secretary or his dele-
gate shall by regulations prescribe.
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“(3) MaxyuM LOSS ALLOWANCES.— : y

“(A) If all the alcoholic ingredients used in distilled spirits

roducts during the fiscal year were distilled spirits with-
grawn from bond by the proprietor of the bottling premises
on payment or determination of tax, for removal to such
premises, the loss allowable in such fiscal year under para-
graph (1) (B) shall not be greater than the excess of losses
over gains, and shall not exceed the maximum amount of
loss allowable as shown in the following schedule:

“If total completions during the

fiscal year in proof gallons The maximum allowable loss
are: in proof gallons is:
“Not over 24,000___________ 2 percent of completions.

“Over 24,000 but not over 120,000____ 480 proof gallons plus 1% of
excess over 24,000,

“Over 120,000 but not over 600,000____ 1,440 proof gallons plus .6% of
excess over 120,000,

“Over 600,000 but not over 2,400,000__ 4,320 proof gallons plus 3% of
excess over 600,000.

“Over 2400000 - __ 9,720 proof gallons plus .29 of
excess over 2,400,000,

The Secretary or his delegate may, by regulations, reduce the

amount of the maximum allowable losses in the preceding

schedule when he finds that such adjustment is necessary for

protection of the revenue, or increase the amount of such

maximum allowable losses if he finds that such may be done

without undue jeopardy to the revenue and is necessary to

more nearly provide for the actual losses described in para-

graph (1) (B). However, in no event shall allowable losses

exceed 2 percent of total completions,

“(B) If alcoholic ingredients other than distilled spirits
withdrawn from bond by the proprietor of the bottling
premises on payment or determination of tax, for removal to
such premises, were used in distilled spirits products durin
the fiscal year, the loss allowable under paragraph (1) (B§
shall be determined by first obtaining the amount that would
have been allowable if all of the ingredients had been dis-
tilled spirits withdrawn from bond by the proprietor of the
bottlin% premises on payment or determination of tax, for
removal to such premises, and thereafter reducing this amount
by an amount proportional to the percentage wﬁich the total
proof gallons of such aleoholic ingredients bears to the total
proof gallons of all aleoholic ingredients used in such distilled
spirits products,

“(C) As used in this subsection, the term ‘completions’
means the distilled spirits products bottled and cased or
otherwise packaged or placed in approved containers for
removal from the bottling premises, and the term ‘fiscal year’
means the period from July 1 of a calendar year through
June 30 of the following year.

“(D) The Secretary or his delegate may, under such
regulations and conditions as he may prescribe, make tenta-
tive allowances for losses provided for in paragraph (1) SB) \
for fractional parts of a year, which allowances shal
computed by the procedures prescribed in paragraphs (3)
(A) and (3) (B), except that the numerica? values for the
completions and for the maximum allowable losses in proof

allons in the schedule in paragraph (3) (A) shall be divided
ﬁy the number of such fractional parts within the fiscal year.

“(E) The loss allowable to any proprietor qualiﬁying for
abatement, remission, credit, or regmf of taxes under para-
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ﬁ'zaph (1) (B) shall not exceed the quantity which would

allowed by a tentative estimates schedule constructed in
accordance with paragraph (3) (D) for the portion of the
fiscal year that such proprietor was qualified to operate the
distilled spirits plant.

“(F) Ngtwithstanding the limitations contained in the
schedule in paragraph (3) (A) the Secretary or his delegate
may, under such regulations as he may prescribe, in addition
to the losses allowable under paragraphs (1) (A) and (1)
(B), allow actual determined losses incurred in the manu-
facture of gin and vodka where produced in closed systems
in a manner similar to that authorized on bonded premises.

“(4) ELIGIBLE PROPRIETORS.—

“(A) The term ‘proprietor’ as used in this subsection and
in subsection (b) (2) shall, in the case of a corporation,
include all affiliated or subsi(iiary corporations who are qual-
ified during the fiscal year for successive operation of the
same bottling premises and who make joint application to
the Secretary or his delegate to be treated as one proprietor
for the purposes of this subsection and subsection (b) (2)
and who comply with such conditions as the Secretary or
his delegate may by regulations prescribe.

“(B) For the purposes of this subsection and subsection
(b) (2) a proprietor of bottling premises of a distilled spirits
plant who makes application to the Secretary or his dele-
gate for the withdrawal of distilled spirits from bond on
Eeayment of tax for removal to such bottling premises shall

deemed to be the prf.z{]rietor who withdrew distilled spirits
on payment of tax, and the distilled spirits withdrawn pur-
suant to such application shall be deemed to have been
withdrawn by such proprietor on payment of tax, whether
or not he was the person who paid the tax.

“(5) ApericaeiLrry.—This subsection shall apply in respect
of losses of distilled spirits withdrawn from bond on or after
July 1, 1959. This subsection shall also apply in respect of
losses, o(-currinﬁoon or after July 1, 1959, and after dumping for
rectification or bottling, of distilled spirits withdrawn from bond
Frior to July 1, 1959, and such spirits shall be considered as
wving been withdrawn from bond on payment or determina-
tion of tax by the proprietor of the bottling premises at which
the spirits are dumped Ejr rectification or bottling.

“(d) Distimep Sririts RETURNED To BoNDED PREMISES.—

“(1) Acvrowaxce or TAx.—Whenever any distilled spirits with-
drawn from bonded premises, on or after July 1, 1959, on pay-
ment or determination of tax are returned under section 5215 to
the bonded premises of a distilled spirits plant, the Secretary or
his delegate shall abate, remit, or (without interest) credit or
refund the tax imposed under section 5001 (a) (1) on the spirits
so returned.

“(2) Lamrrarion.—No allowance under paragraph (1) shall
be made unless a claim is filed, under such regulations as the
Secretary or his delegate may prescribe, by the proprietor of the
distilled spirits plant to which the distilled spirits are returned,
within 6 months of the date of return; and no claim shall be
allowed in respect of any distilled spirits withdrawn from the
bonded premises of a distilled spirits plant more than 6 months
prior to the date of such return.

“(e) Samrpres For Usk BY THE UNrrEp StaTEs.—The Secretary or
his delegate shall, under such regunlations as he may prescribe, with-



72 STAT.] PUBLIC LAW 85-859—-8EPT. 2, 1958

out interest, credit or refund to the proprietor the tax on any samples
of distilled spirits removed from tge premises of a distilled spirits
plant for analysis or testing by the United States.

“(f) Disticep Seirrrs WiraprawN WitHout Payment oF Tax.—
The provisions of subsection (a) shall be applicable to loss of distilled
spirits occurring during transportation from bonded premises of a

istilled spirits plant to—

“(1) the port of export, in case of withdrawal under section

5214 (a) (4?;0
“(2) the customs manufacturing bonded warehouse, in case

of withdrawal under section 5214 (a) (6) ;

“(3) the vessel or aircraft, in case of withdrawal under sec-
tion 5214 (a) (7) ; and :

“(4) the foreign-trade zone, in case of withdrawal under sec-
tion 5214 (a) (8).

“(g) Oraer Laws ArrricaBLe.—All provisions of law, including
penalties, applicable in respect of the internal revenue tax on distilled
gpirits, shall, insofar as applicable and not inconsistent with sub-
sections (b) (2), (¢), and (d), be applicable to the credits or refunds
provided for under such subsections to the same extent as if snch
credits or refunds constituted credits or refunds of such tax.

“(h) Cross REFERENCE.—

“For provisions relating te allowance for loss in case of wine
irits withdrawn for use in wine production, see section 5373

5
(E) ).
“SEC. 5009. DRAWBACK.

“(a) Drawsack oN Exporrarion or Distiniep Spirits ¥ CAsKs on
Packaces.—On the exportation of distilled spirits in casks or {mckages
containing not less than 20 wine gallons each, filled in interna
bond, drawback of the internal revenue tax paid or determined may
be allowed, under such regulations, and on the filing of such bonds,
reports, returns, and applications, and the keeping of such records,
us the Secretary or his delegate may prescribe, The drawback shall
be Faid or credited in an amount equal to such tax on the quantit
of distilled spirits exported, as ascertained prior to exportation by such
gauge as the Secretary or his delegate may by regl_lﬂtt.ions preseribe.
The drawback shall be paid or credited onfy after all requirements of
law and regulations have been complied with and on the filing, with
the Secretary or his delegate, of a proper claim and evidence satis-
factory to the Secretary or his delegate that the tax on such distilled
spirits has been paid or determined and that the distilled spirits have
been exported.

“(b) (C'ross REFERENCES.—

“(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 nonbev-
erage products, see sections 5131 through 5134,

“(3) For drawback on distilled spirits used in flavoring extracts
or medicinal or toilet preparations orted, see section 313 (d) of
the Tariff Act of 1930 (46 Stat. 694; 19 U. S. C. 1313).

“(4) For drawback on articles removed to 'foreign-trade zones,
see 19 U. S, C. 8le,

“(5) For drawback on shi(pﬂments from the United States to Puerto
Rico, the Virgin Islands, (Guam, or American Samoa, see section

7653 (c).
“Subpart B—Rectification

“8ec. H021. Imposition and rate of tax.

“Sec. 5022, Tax on cordials and liqueurs containing wine.
“See, 5023. Tax on blending of beverage rums or brandies.
“Sec. 5024. Definitions.

“Bec. 5025, Exemption from rectification tax.

“Sec. 3026. Determination and collection of rectification tax.

98395-59-pt1. -84
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“SEC. 5021. IMPOSITION AND RATE OF TAX.

“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 propor-
tionate tax at a like rate on all fract.iona} parts of such proof gallon
on all distilled spirits or wines rectified, purified, or refined in such
manner, and on all mixtures EPDdeEd in such manner, that the person
so rectifying, purifying, refining, or mixing the same is a rectifier
(as defined in section 5082). Spirits or wines shall not twice be sub-
jected to tax under this section because of separate acts of rectification,
pursuant to approved formula, between the time such spirits or wines
are received on the bottling premises and the time they are removed
therefrom.

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

“On all liqueurs, cordials, or similar compounds produced in the
United States and not produced for sale as wine, wine specialties,
or cocktails, which contain more than 214 percent by volume of wine
of an aleoholic content in excess of 14 percent g,y volume, 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 July 1, 1959, and on
or after July 1, 1959, 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 gal-
lon. The last sentence of section 5021 shall not be construed to limit
the imposition of tax under this section. 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 RUMS OR BRANDIES.
“In the case of rums or fruit brandies mixed or blended pursuant to
section 5234 (c¢), in addition to the tax imposed by this chapter on the
production of distilled spirits, there shall, except in the case of such
rums or brandies which have been aged in wood at least 2 years at the
time of their first blending or mixing, be paid a tax of 30 cents as to
each proof gallon (and a proportionate tax at a like rate on all frac-
tional parts of such pr(}o}) gallon) of rums or brandies so mixed or
blendeg and withdrawn from bonded premises, except when such
Tums or brandies are withdrawn under section 5214 or section 7510.

“SEC. 5024. DEFINITIONS.
“(1) For definition of ‘rectifier’, see section 5082.
“(2) For definition of ‘products of rectification’ as ‘distilled
spirits’ for certain purposes, see section 5002 (a) (6) (B).
l:i:r?gﬂgzor other definitions relating to distilled spirits, see sec-
“(4) For definitions of general application to this title, see
chapter 79.
“SEC. 5025. EXEMPTION FROM RECTIFICATION TAX.

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

“(b) Probuction or Gix axp Vopka.—The tax imposed by section
5021 shall not apply to gin produced on bottling premises of distilled
spirits plants by the redistillation of a pure spirit over juniper berries
and other natural aromatics or to vodka produced on bottling premises
of distilled spirits plants from pure spirits in the manner authorized
on bonded premises of distilled spirits plants.
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“(c) Rerinine Semrits 1N Course oF Orieinan DisTinnaTioN.—
The purifying or refining of distilled spirits, in the course of original
and continuous distillation or other original and continuous process-
ing, through any material which will not remain incorporated with
such spirits when the production 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) Repisrtinrarioy or Distinnep Seirits oN BoNpep PrEMISES. —
Sections 5021, 5081, and 5082 shall not apply to the redistillation of
distilled spirits under section 5223.

“(e) MinGrine oF Disrrinep Seirirs—Sections 5021, 5081, and
5082 shall not apply to—

“(1) the mingling on bonded premises of spirits distilled at
190 degrees or more of proof; or

“(2) the mingling of distilled spirits on bonded prémises, or
in the course of removal therefrom, for redistillation, storage, or
any other purpose, incident to the requirements of the national
defense; or

“(3) the mingling in bulk gauging tanks on bonded premises of
heterogeneous distilled spirits for immediate removal to bottling
premises, exclusively for use in taxable rectification, or in rectifi-
cation under subsection (f) ; or

“(4) the blending on bonded premises of beverage brandies
or rums, under the provisions of section 5234 (e) ; or

“(5) the mingling of homogeneous distilled spirits; or

“(6) the mingling on bonded premises of distilled spirits for
immediate redistillation, immediate denaturation, or immediate
removal from such premises free of tax under section 5214 (a)
(1), (2),0r (3),orsection 7510; or

“(7) the mingling on bonded premises of distilled spirits for
further storage in bond as authorized by section 5234 (a) (2).

“(f) BrLenpiNG StratenT WHiskies, Rums, Fruir Branpies, or
Wines—The taxes imposed by this subpart shall not attach—

“(1) to blends made exclusively of two or more pure straight
whiskies aged in wood for a period not less than 4 years and with-
out the addition of coloring or flavoring matter or any other sub-
stance than pure water and if not reduced below 80 proof; or

“(2) 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 f:ears 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; or

fr g to the mixing and blending of wines, where such blending

is for the sole purpose of perfecting such wines according to com-
mercial standards; or

“(4) to blends made exclusively of two or more rums 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 1f not reduced below 80 proof.

Such blended whiskies, blended rums, and blended fruit brandies shall
be exempt from tax under this subpart only when blended in such
tanks and under such conditions and supervision as the Secretary or
his delegate may by regulations prescribe.

“(g) Apprrion oF CAraMEL To BRaNDY 0rR RuMm.—The addition of
caramel to commercial brandy or rum on the bonded premises of a
distilled spirits plant, pursuant to regulations prescribed by the Sec-
retary or Eis delegate, shall not be deemed to be rectification within
the meaning of sections 5021, 5081, and 5082.
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“(h) Arormecaries.—The taxes imposed by this subpart and by
part IT of this subchapter shall not be imposeg on apothecaries as to
wines or distilled spirits which they use exclusively in the preparation
or making up of medicines unfit for use for beverage purposes.

“(i) Manuracturer RecoveriNG DistinLep SpiriTs ror Reuse 1N
Propucts Unrrr For BEVERAGE PURPosEs.—The taxes imposed by this
subpart and by part II of this subchapter shall not be imposed on
any manufacturer for recovering distilled spirits, on which the tax
has been paid or determined, from dregs or marc of percolation or
extraction, or from medicines, medicinal preparations, food products,
flavors, or flavoring extracts, which do not meet the manufacturer’s
standards, if such recovered distilled spirits are used by such manu-
facturer in the manufacture of medicines, medicinal preparations, food

roduets, flavors, or flavoring extracts, which are unfit for use for

everage purposes.

“(j) StapiLization orF DistiLLep Seirrts.—The removal, on the
remises of a distilled spirits plant, of extraneous insoluble materials
rom distilled spirits, and minor changes in the soluble color or soluble

solids of distilled spirits, which occur solely as a result of such filtra-
tions or other physical treatments (which do not involve the addition
of any substance which will remain incorporated in the completed
product) at the time of, or preparatory to, the bottling of distilled
spirits, as may be necessary or desirable to produce a stable product,
sEall not be deemed to be rectification within the meaning of sections
5021, 5081, and 5082, if such changes do not exceed maximum limita-
tions which the Secretary or his delegate may by regulations provide.

“(k) Apprrion oF TrAcEr ELEMENTS.—The authorized addition of
tracer elements to distilled spirits under provisions of section 5201 (d)
shall not be deemed to be rectification within the meaning of sections
5021, 5081, and 5082.

“(1) Cross REFERENCES.—

“(1) For provisions exempting distilled spirits and wines recti-
fied in customs manufacturing bonded warehouses, see section 5523.
“(2) For provisions exempting winemakers in the use or treat-
ment of wines or wine spirits, see section 5391.
“(3) For provisions exempting the manufacture of volatile fruit-
flavor concentraies, see section 5511.
“SEC. 5026. DETERMINATION AND COLLECTION OF RECTIFICATION
TAX.

“(a) DererMINATION OF TAx.—

“(1) GexerarL—The taxes imposed by sections 5021 and 5022
shall be determined upon the completion of the process of recti-
fication by such means as the Secretary or his delegate shall by
regulations preseribe and with the use of such devices and appa-
ratus (including but not limited to storage, gauging, and bottling
tanks, and pipelines) as the Secretary or his delegate may by
regulations prescribe.

‘(2) UNAUTHORIZED RECTIFICATION.—In the case of taxable
rectification on premises other than premises on which rectifica-
tion is authorized, the tax imposed by section 5021 or 5022 shall be
due and payable at the time of such rectification.

“(b) PaymenT or Tax.—Except as provided in subsection (a) (2),
the taxes imposed by sections 5021, 5022, and 5023, shall be paid in
accordance with section 5061.

“Subpart C—Wines

“See, 5041. Imposition and rate of tax,

“Sec. 5042. Exemption from tax.

“Sec, 5043. Collection of taxes on wines.

“Sec. H044. Refund of tax on unmerchantable wine.
“See. 5045. Cross references.
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“SEC. 5041. IMPOSITION AND RATE OF TAX.

“(a) ImrosrrioNn.—There is hereby imposed on all wines (includ-
ing imitation, substandard, or artificial wine, and compounds sold as
wine) having not in excess of 24 percent of aleohol 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 alcohol by volume shall be classed as distille
spirits and taxed accordingly. Still wines shall include those wines
containing not more than 0.256 gram of carbon dioxide per hundred
milliliters of wine; except that the Secretary or his delegate may by
regulations prescribe such tolerances to this maximum limitation as
may be reasonabi% necessary in good commercial practice.

“(b) RaTes oF Tax.—

“(1) On still wines containing not more than 14 percent of
aleohol by volume, 17 cents per wine gallon, except that on and
after July 1, 1959, the rate shall be 15 cents per wine gallon;

“(2) On still wines containing more than 14 percent and not
exceeding 21 percent of alcohol by volume, 67 cents per wine gal-
lon, except that on and after July 1, 1959, the rate shall be 60
cents a wine gallon;

“(3) On still wines containing more than 21 percent and not
exceeding 24 percent of alcohol by volume, $2.25 per wine gallon,
except that on and after July 1, 1959, 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 July 1, 1959, the rate shall be
$3.00 per wine gallon; and

“(5) On artificially carbonated wines, $2.40 per wine gallon,
except that on and after July 1, 1959, the rate shall be $2.00 per
wine gallon.

“(e) Wine Ganron.—For the purpose of this chapter, the term
‘wine gallon’ means a United States gallon of liquid measure equiva-
lent to the volume of 231 cubic inches. On lesser quantities the tax
shall be paid proportionately (fractions of less than one-tenth gallon
being converted to the nearest one-tenth gallon, and five-hundredths
gallon being converted to the next full one-tenth gallon).

“(d) InLecaLLY ProDUCED WlNr:.—Notwithstamﬁlllg 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 provid-
ed in section 5042 in the case of tax-free production) be subject to tax
at the rate prescribed in subsection (b) at the time of production and
whether or not removed for consumption or sale.

“SEC. 5042. EXEMPTION FROM TAX.
“(a) Tax-Free PropvcTioN.—

“(1) Cmer.—Subject to regulations prescribed by the Secre-
tary or his delegate, the noneffervescent product of the normal
aleoholic 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
nut.Fbe subject to tax as wine nor to the provisions of subchap-
ter K.

“(2) FamiLy 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
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of learning, or institution of scientific research may produce, re-
ceive, blend, treat, and store wine, without payment of tax, for
experimental or research use but not for consumption (other than
organoleptical 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.

“(2) For provisions exempting from tax samples of wine, see

section 5372,

“(3) For provisions authorizing withdrawals of wine free of tax

or without payment of tax, see section 5362,

“SEC. 5043. COLLECTION OF TAXES ON WINES.
“(a) Persons Liapre ror PaymeENT—The taxes on wine provided
for in this subpart shall be paid—

“(1) Boxpep wiNE ceLLarRs.—In the case of wines removed
from any bonded wine cellar, by the proprietor of such bonded
wine cellar; except that—

“(A) in the case of any transfer of wine in bond between
bonded wine cellars as authorized under the provisions of
section 5362 (b), the liability for payment of the tax shall
become the liability of the transferee from the time of removal
of the wine from the transferor’s premises, and the transferor
shall thereupon be relieved of such liability ; and

“(B) in tﬂe case of any wine withdrawn by a person other
than such proprietor without payment of tax as authorized
under the provisions of section 5362 (c), the liability for pay-
ment of the tax shall become the liability of such person from
the time of the removal of the wine from the bonded wine
cellar, and such proprietor shall thereupon be relieved of
such liability.

“(2) Forean wiNne—In the case of foreign wines, by the im-
porter thereof.

“(3) Oraer wines.—Immediately, in the case of any wine
produced, imported, received, removed, or possessed otherwise
than as authorized by law, by any person producing, importing,
receiving, removing, or possessing such wine; and all such per-
sons shall be j(}intf 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) PaymenT oF Tax.—Except as provided in subsection (a) (3),
the taxes on wines shall be paid in accordance with section 5061.

“SEC. 5044. REFUND OF TAX ON UNMERCHANTABLE WINE.
“(a) GeExNErRAL.—In the case of any wine produced in the United
States and returned to bond as unmerchantable under section 5361—
“(1) any tax imposed by section 5041 shall, if paid, be refunded
or credited, without interest, to the proprietor of the bonded
wine cellar to which such 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 Secretary or his delegate may preseribe.
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 reg-
ulations. The burden of proof in all such cases shall be on the
ap‘Plicant. :
(b) Date or Fiine.—No claim under subsection (a) shall be
allowed unless filed within 6 months after the date of the return of
the wine to bond.
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“(e¢) Starus oF Wine Rerurnep To BoNp.—All provisions of this
chapter applicable to wine in bond on the premises of a bonded wine
cellar and to removals thereof shall be applicable to wine returned to
bond under the provisions of this section.

“SEC. 5045. CROSS REFERENCES.
“For provisions relating to the establishment and operation of
wineries, see subchapter F, and for penalties pertaining to wine,
see subchapter J.

“Subpart D—Beer

“Seec. 5051, Imposition and rate of tax.

“Sec. 5052. Definitions.

“Sec. H053. Exemptions.

“Sec. 5054. Determination and collection of tax on beer.

“Sae. 5055, Drawback of tax.

“See. 5056. Refund and credit of tax, or relief from liability.
“SEC. 5051. IMPOSITION AND RATE OF TAX.

“(a) Rate oF Tax.—There is hereby imposed on all beer, brewed
or produced, and removed for consumption or sale, within the United
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
{5uantity or for fractional parts of a barrel. On and after July 1, 1959
the tax imposed by this-subsection shall be at the rate of $8 in lieu of
$9. Where the Secretary or his delegate finds that the revenue will
not be endangered thereby, he may by regulations prescribe tolerances
for barrels and fractional parts of barrels, and, if such tolerances are
prescribed, no assessment shall be made and no tax shall be collected
for any excess in any case where the contents of a barrel or a fractional
part of a barrel are within the limit of the applicable tolerance
prescribed.

“(b) AssessmeNT oN MatERIALS UsEp 1N PropucrioNn 1§y Case oF
Frauvp.—Nothing contained in this subpart or subchapter G shall be
construed to authorize an assessment on the quantity of materials
used in lf)roducing 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; except that this subsection shall not apply to cases of
fraud, and nothing in this subsection shall have the eﬂyect to change
the rules of law respecting evidence in any prosecution or suit,

“SEC. 5052. DEFINITIONS.

“(a) Beer—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 deseription containing
one-half of 1 percent or more of aleohol by volume, brewed or pro-
duced from malt, wholly or in part, or from any substitute therefor.

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

“(c) Removep ror CoNsUMPTION OR SALE—Except as provided
for in the case of removal of beer without payment of tax, the term
‘removed for consumption or sale’, for the purposes of this subpart,
means—

“(1) Sace or Beer—The sale and transfer of possession of beer
for consumption at the brewery ; or

“(2) Removars.—Any removal of beer from the brewery,
except that such removal shall not include any beer returned to
the brewery on the same day such beer is removed from the
brewery.

1333

26 USC 5401~
5416,



1334

PUBLIC LAW 85-859-SEPT. 2, 1958 [72 ST aT.

“(d) BREWER—

“For definition of brewer, see section 5092.
“SEC. 5053. EXEMPTIONS.

“(a) Removars ror Exrorr.—Beer may be removed from the
brewery, 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) Removars WHEN Unrrr 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,

“(¢) Resovars ror LaBoraTory ANALysis.—Beer 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) Removar As SUPPLIES FOR CERTAIN VESSELS AND AIRCRAFT.—

“For exemption as to supplies for certain vessels and aircraft,
?;39 ;ection 309 of the Tariff Act of 1930, as amended (19 U. S. C.

“SEC. 5054. DETERMINATION AND COLLECTION OF TAX ON BEER.

“(a) TiME oF DETERMINATION.—

“(1) BEEr PRODUCED IN THE UNITED STATES.—IExXcept as pro-
vided in paragraph (3), the tax imposed by section 5051 on beer
produced in the United States shall be determined at the time
1t is removed for consumption or sale, and shall be paid by the
brewer thereof in accordance with section 5061.

“(2) BEER IMPORTED INTO THE UNITED STATES.—IXcept as pro-
vided in paragraph (4), the tax imposed by section 5051 on beer
imported into the United States shall be determined at the time
of the importation thereof, or, if entered into customs custody, at
the time of removal from such custody, and shall be paid under
such regulations as the Secretary or his delegate shall prescribe.

“(3) InLEGALLY PRODUCED BEER.—The tax on any beer produced
in the United States at any place other than a qualified brewery
shall be due and payable immediately upon production.

“(4) UNLAWFULLY IMPORTED BEER.—DBeer smuggled or brought
into the United States unlawfully shall, for purposes of this chap-
ter, be held to be imported into the United States, and the internal
revenue tax shall be due and payable at the time of such importa-
tion,

“(b) Tax on Rerurnep Brer—Beer which has been removed for
consumption or sale and is thereafter returned to the brewery shall
be subject to all provisions of this chapter relating to beer prior to
removal for consumption or sale, including the tax imposed by section
5051. The tax on any such returned beer which is again removed
for consumption or sale shall be determined and paid without respect
to the tax which was determined at the time of prior removal of the
beer for consumption or sale.

“(c¢) Stamres or OraEr DEvices As Evipexce or Payment or Tax.—
When the Secretary or his delegate finds it necessary for the protec-
tion of the revenue, he may require stamps, or other devices, evidenc-
ing the tax or indicating a compliance with the provisions of this
chapter, to be affixed to hogsheads, barrels, or kefs of beer at the time
of removal. The Secretary or his delegate shall by regulations pre-
scribe the manner by which such stamps or other devices shall be sup-
plied, affixed, and accounted for.
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“(d) Arpricasiurry or OrEer Provisions oF Law.—All adminis-
trative and penal provisions of this title, insofar as applicable, shall
apply to any tax imposed by section 5051.

“SEC. 5055. 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 pre-
scribe. 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, (. 1309).

“SEC. 5056. REFUND AND CREDIT OF TAX, OR RELIEF FROM LIABILITY.

“(a) Beer Removep From Marker.—Any tax paid by any brewer
on beer produced in the United States may be refunded or credited
to the brewer, without interest, 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 prescribe, if such beer is removed
from the market and is returned to the brewery or is destroyed under
the supervision required by such regulations. _

“(b) Beer Lost By Fire, Casvavry, or Acr oF Gob.—Subject to
regulations preseribed by the Secretary or his delegate, the tax paid
by any brewer on beer produced in the United States may be re-
funded or credited to the brewer, without interest, or if the tax has
not been paid, the brewer may be relieved of liability therefor, if
such beer 1s lost other than by theft, or is destroyed by fire, casunity,
or at of God, before the transfer of title thereto to any other person.

“(¢) Dare or Fmane.—No claims under this section shall be al-
lowed unless filed within 6 months after the date of such removal
from the market, loss, or destruction, or if the claimant was indemni-
fied by insurance or otherwise in respect of the tax.

“Subpart E—General Provisions

“Sec. 3061, Method of collecting tax.
“Sec, 5062, Refund and drawback in case of exportation.
“Sec, 3063. Floor stocks refunds on distilled spirits, wines, cordials,
and beer.
“Sec. 5064. Losses caused by disaster.
“Sec. H065. Territorial extent of law.
“Sec. 5066. Cross reference.
“SEC. 5061. METHOD OF COLLECTING TAX.

“(a) ConrEcTioN BY RETURN.—The taxes on distilled spirits, wines,
rectified distilled spirits and wines, and beer shall be collected on the
basis of a return. The Secretary or his delegate shall, by regulation,
prescribe the period or event for which such return shall be filed, the
time for filing such return, the information to be shown in such re-
turn, and the time for payment of such tax. Notwithstanding the
preceding sentences of this subsection, the taxes shall continue to be
paid by stamp until the Secretary or his delegate shall by regulations
provide for the collection of the taxes on the basis of a return.

“(b) Discrerion Meraop or CorLrecrion.—Whether or not the
method of collecting any tax imposed by this part is specifically pro-
vided in this part, any such tax may, under regulations prescribed
by the Secretary or his delegate, be collected by stamp, coupon, seri-
ally-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.
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“(c) AppuicaBiLrry or Oruer Provisions or Law.—All admin-
istrative 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 shall be collected in any manner
provided in this section.

“(d) Cross REFERENCE.—

“For penalty and forfeiture for tampering with a stamp machine,
see section 5689,
“SEC. 5062. REFUND AND DRAWBACK IN CASE OF EXPORTATION.

“(a) Reruxp.—Under such regulations as the Secretary or his dele-
gate may prescribe, the amount of any internal revenue tax erro-
neoushy or illegally collected in respect to exported articles may be
refunded to the exporter of the article, instead of to the manufacturer,
if the manufacturer waives any claim for the amount so to be re-
funded.

“(b) Drawsack.—On the exportation of distilled spirits or wines
manufactured or produced in the United States on which an internal
revenue tax has been paid or determined, and which are contained
in any cask or package, or in bottles packed in cases or other con-
tainers, 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 or determined on such distilled spirits or
wines. The preceding sentence shall not apply unless such distilled
spirits have been packaged or bottled aspecia]l for export, or, in the
case of distilled spirits originally bottled for tfvomest.ic use, have been
restamped and marked especially for export at the distilled spirits
plant where originally bottled and before removal therefrom, under
regulations prescribed by the Secretary or his delegate. The Secre-
tary or his geleg'ate is authorized to prescribe regulations governin
the determination and payment or crediting of drawback of interna
revenue tax on domestic distilled spirits and wines, including the
requirement of such notices, bonds, bills of lading, and other evidence
indicating payment or determination of tax and exportation as shall
be deemed necessary.

“SEC. 5063. FLOOR STOCKS REFUNDS ON DISTILLED SPIRITS, WINES,
CORDIALS, AND BEER.

“(a) GeNerarL.—With respect to any article npon which tax is im-

osed under this part, upon which internal revenue tax (including
Hoor stocks tax) at the applicable rate prescribed has been paid or de-
termined, and which, on July 1, 1959, is held by any person and in-
tended for sale or for use in the manufacture or production of an
article intended for sale, there shall be eredited or refunded to sucﬁ
person (without interest), subject to such regulations as may be pre-
scribed by the Secretary or his delegate, an amount equal to the dif-
ference between the tax so paid or determined and the rate made ap-
plicable to such articles on and after July 1, 1959, if claim for such
credit or refund is filed with the Secretary or his delegate prior to
October 1, 1959, or within 30 days from the promulgation of such
regulations, whichever is later.

‘(b) Liyrrations oN ErnicisiLrry ror CrEpiT orR REFUND.—No per-
son shall be entitled to credit or refund under subsection (a), unless
such person, for such period or periods both before and after July 1,
1959 (but not extending beyond 1 year thereafter), as the Secretar
or his delegate shall by regulations preseribe, makes and keeps, an
files with &ua Secretary or his delegate, such records of inventories,
sales, and purchases as may be preseribed in such regulations.

“(e¢) Ormer Laws AppricaBLE—All provisions of law, including
penalties, applicable in respect of internal revenue taxes on distilled
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spirits, wines, liqueurs and cordials, imported perfumes containing
distilled 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. LOSSES CAUSED BY DISASTER.

“(a) AvrHORIZATION.—Where the President has determined under
the Act of September 30, 1950 (42 U. S. C., sec. 1855), that a ‘major
disaster’ as defined in such Act has occurred in any part of the United
States, the Secretary or his delegate shall pay (without interest)
an amount equal to the amount of the internal revenue taxes paid or
determined and customs duties paid on distilled spirits, wines, recti-
fied products, and beer previously withdrawn, which were lost, ren-
dered unmarketable, or condemned by a duly authorized official by
reason of such disaster occurrinﬁ in such part of the United States
after June 30, 1959, if such distilled spirits, wines, rectified produects,
or beer were held and intended for sale at the time of such disaster.
The payments authorized by this section shall be made to the person
holding such distilled spirits, wines, rectified products, or beer for
sale at the time of such disaster.

; “(b) Cramms.—No claim shall be allowed under this section un-
ess—
“(1) filed within 6 months after the date on which the President
makes the determination that the disaster referred to in subsection
(a) has occurred ; and
“(2) the claimant furnishes proof to the satisfaction of the
Secretary or his delegate that—

“(A) he was not indemnified by any valid claim of in-
surance or otherwise in respect of the tax, or tax and duty,
on the distilled spirits, wines, rectified products, or beer
covered by the elaim; and

“(B) he is entitled to payment under this section.

Claims under this section shall be Eled under such regulations as the
Secretary or his delegate shall preseribe.

“(e¢) Drestrucrion or Distruienp Seikrrs, Wines, Recririenp Prop-
vers, oR Beer—When the Secretary or his delegate has made pay-
ment under this section in respect of the tax, or tax and duty, on the
distilled spirits, wines, rectified products, or beer condemned by a
duly authorized official or remlgred unmarketable, such distilled
spirits, wines, rectified products, or beer shall be destroyed under such
supervision as the Secretary or his delegate may prescribe, unless
such distilled spirits, wines, rectified products, or beer were previously
destroyed under supervision satisfactory to the Secretary or his dele-

ate.
. “(d) Propucts or Puerro Rico.—The provisions of this section
shall not be applicable in respect of distilled spirits, wines, rectified
products, and Eeer of Puerto Rican manufacture brought into the
United States and so lost or rendered unmarketable or condemned.

“(e) Ormer Laws Arpricasre—All provisions of law, includin
penalties, applicable in respect of internal revenue taxes on distille
spirits, wines, rectified products, and beer shall, insofar as applicable
and not inconsistent with this section, be applied in respect of the
payments provided for in this section to the same extent as if such
payments constituted refunds of such taxes.

“SEC. 5065. TERRITORIAL EXTENT OF LAW.

“The provisions of this part imposing taxes on distilled spirits,
wines, and beer shall be helt]i) to extend to such articles produced any-
where within the exterior boundaries of the United States, whether the
same be within an internal revenue district or not.
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“SEC. 5066. CROSS REFERENCE.

“For general administrative rruvisiunn applicable to the assess-
ment, collection, refund, etc., of taxes, see subtitle 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.

“Sec. 5084. Cross references.

“SEC. 5081. IMPOSITION AND RATE OF TAX.

“Iivery rectifier of distilled spirits or wines (as defined in section
5082) shall pay a special tax of $220 a year; except that any rectifier of
less than 20,000 proof gallons a year shall pay $110 a year.

“SEC. 5082. DEFINITION OF RECTIFIER.

“Kvery person who rectifies, purifies, or refines distilled spirits or
wines by any process (other than by original and continuous distilla-
tion, or original and continuous processing, from mash, wort, wash,
or any other substance, through continuous closed vessels and pipes,
until the production thereof is complete), and every person who, with-
out rectifying, purifying, or refining distilled spirits, shall hy 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, rum, gin, 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) Absolute alcohol, see section 5025 (a).

“(2) Production of gin and vedka, see section 5025 (b).

“(3) Refining spirits in course of original distillation, see
section 5025 (c). Ll

“(4) Redistillation of spirits on bonded premises of a distilled
spirits plant, see section 5025 (d).

“(5) Mingling of distilled spirits on bonded premises of a
distilled spirits plant, see section 5025 (e).

“(6) Appthecaries, see section 5025 (h).

“(7) Manufacturers of chemicals and flavoring extracts, see
section 5025 (i).

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

“(9) Blending beverage brandies or rums on bonded premises
of a distilled spirits plant, see section 5025 (e) (4).

“(10) Blending of straight whiskies, fruit brandies, rums or
wines, see section 5025 (f). 5
so‘z‘glé))Addition of caramel to brandy or rum, see section

“(12) Winemakers’ use or treatment of wines or wine spirits,
see section 5391.

“(13) Stabilization of distilled spirits, see section 5025 (j).
50;}13)Authorized addition of tracer elements, see section
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“SEC. 5084. CROSS REFERENCES,
“(1) For provisions relating to gallonage tax on rectification, see

sul?lrt B of part I of this subchapter. 0

“(2) For provisions relating to qualification of distilled spirits
plants to engage in rectification, see subchapter B.

“(3) For provisions relating to rectifying operations on the
premises of distilled spirits plants, see subchapter C. L

“(4) For penalties, seizures, and forfeitures relating to rectifying
and rectified products, see subchapter J and subtitle F.

“Subpart B—Brewer

“See. 5091. Imposition and rate of tax.
“Sec. 5092. 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;
except that any brewer of less than 500 barrels a year shall pay the sum
of $55 a year. Any beer procured by a brewer in his own hogsheads,
barrels, or kegs under the provisions of section 5413 shall be included
in caleulating the liability to brewers’ special 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 brewer from special tax as wholesale
and retail dealer, see section 5113 (a).
“(2) For provisions relating to liability for special tax for carry-
ing on business in more than one location, see section 5143 (¢).
(3) For exemption from special tax in case of sales made on
purchaser dealers’ premises, see section 5113 (d).

“Subpart C—Manufacturers of Stills

“See. 5101. Imposition and rate of tax.
“Sec. 5102. Definition of manufacturer of stills.
“Sec. 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. Export. 2
“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 condenser for distilling made by him.
“SEC. 5102, DEFINITION OF MANUFACTURER OF STILLS.

“Any person who manufactures any still or condenser to be used in
distilling shall be deemed a manufacturer of stills.
“SEC. 5103. EXEMPTIONS.

“The taxes imposed by section 5101 shall not apply in re-pect of
stills or condensers manufactured by a proprietor of a distilled spirits
plant exclusively for use in his plant or plants.

“SEC. 5104. METHOD OF PAYMENT OF TAX ON STILLS.

“The tax imposed on stills or condensers by section 5101 shall be
paid by stamﬁa, denoting the tax, under such regulations as the Secre-
tary or his delegate may prescribe.

“SEC. 5105. N(;TICE OF MANUFACTURE OF AND PERMIT TO SET UP
TILL.

“(a) BREQUIREMENT.—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 is to be
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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 shall
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 sub-
mitted in such form and manner as the Secretary or his delegate may
by regulations prescribe.
“(b) PeNavLTY.—
“(1) For penalty and forfeiture for failure to give notice of
manufacture, or for setting up still without permit, see sections
5615 (2) and 5687.
“(2) For penalty and forfeiture for failure to register still or

distilling apparatus when set up, see sections 5601 (a) (1), 5601
(b) (1), and 5615 (1).

“SEC. 5106. EXPORT.

i gte) Wirnour PaymenT o Tax.—Under regulations prescribed by
the Secretary or his delegate, stills or condensers for distilling may be
removed from the place of manufacture for export without payment
of the tax imposed thereon by section 5101.

“(b) Drawsack.—Stills and condensers on which the tax has been
paid, and which have not been used, may be exported with the privilege
of drawback, under such regulations as the Secretary or his delegate
may prescribe.

“Subpart D—Wholesale Dealers

“Sec. 5111. Imposition and rate of tax.
“Sec. 5112. Definitions.
“Sec. 5113. Exemptions.
“Sec. 5114. Records.
“Sec. 5115. Sign required on premises.
“Sec. 5116. Packaging distilled spirits for industrial uses.
“Sec. 5117. Prohibited purchases by dealers.
“SEC. 5111. IMPOSITION AND RATE OF TAX,

“(a) WuoLesaLe Drarers 18y Liquors.—FEvery wholesale dealer in
liquors shall pay a special tax of $255 a year. The Secretary or his
daegate may by regulations provide for the issuance of a stamp
denoting payment of such special 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 Dearers IN Brrr.—Every wholesale dealer in
beer shall pay a special tax of $123 a year.

“SEC. 5112. DEFINITIONS.

“(a) Drarer—When used in this subpart, subpart E, or subpart G,
the term ‘dealer’ means any person who sells, or offers for sale, any
distilled spirits, wines, or beer.

“(b) V“PHOLFA'-I‘\LE Descer v Liquors.—When used in this chapter,
the term ‘wholesale dealer in liquors’ means any dealer, other than a
wholesale dealer in beer, who se]lls, or offers for sule, distilled spirits,
wines, or beer, to another dealer.

1 c) WaoresaLe DeaLer 1N BEER.—When used in this chapter, the
term ‘wholesale dealer in beer’ means a dealer who sells, or offers for
sale, beer, but not distilled spirits or wines, to another dealer.

“SEC. 5113. EXEMPTIONS.

“(a) Sares By Proeprierors or Disrmnien Seirrrs Prants, Bonpep
Wixe Cerrars, or Brewreries—No proprietor of a distilled spirits
plant, bonded wine cellar, or brewery, shall be required to pay special
tax under seetion 5111 or section 5121 on account of the sale at his
srincipal business office as designated in writing to the Secretary or
iis delegate, or at his distilled spirits plant, bonded wine cellar, or
brewery, as the case may be, of distilled spirits, wines, or beer, which,
at the time of sale, are stored at his distilled spirits plant, bonded
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wine cellar, or brewery, as the case may be, or had been removed from
such premises to a taxpaid storeroom operated in connection there-
with and are stored therein. However, no such proprietor shall have
more than one place of sale, as to each distilled spirits plant, bonded
wine cellar, or brewery, that shall be exempt from special taxes b
reason of the sale of distilled spirits, wines, or beer stored at suc
premises (or removed therefrom and stored as provided in this sec-
tion), by reason of this subsection.
“8 b) Sares By Liquor Stores OperaTED BY StATES, PorrTicAL Sus-

pIvisions, Erc.—No liquor store engaged in the business of selling to

ersons other than dealers, which is operated by a State or Territory,

y a political subdivision of a State or Territory or by the District
of Columbia, shall be required to pay any special tax imposed under
section 5111, by reason of selling distilled s%irits, wines, or beer to
dealers qualified to do business as such in such State, Territory, sub-
division, or District, if such liquor store has paid the applicable special
tax imposed under section 5121, and if such State, Territory, political
subdivision, or District has paid special tax under section 5111 at its
principal place of business.

“(¢) CasuaL SALES.—

“(1) SALES BY CREDITORS, FIDUCIARIES, AND OFFICERS OF COURT.—
No person shall be deemed to be a dealer by reason of the sale of
distilled spirits, wines, or beer which have been received by him
as security for or in payment of a debt, or as an executor, ad-
ministrator, or other fiduciary, or which have been levied on by
any officer under order or process of any court or magistrate, if
such distilled spirits, wines, or beer are sold by such person in one
parcel only or at public auction in parcels of not less than 20 wine

llons.

“(2) SALES BY RETIRING PARTNERS OR REPRESENTATIVES OF DE-
CEASED PARTNERS TO INCOMING OR REMAINING PARTNERS.—NO per-
son shall be deemed to be a dealer by reason of a sale of distilled
spirits, wines, or beer made by such persom as a retiring partner
or the representative of a deceased partner to the incoming, re-
maining, or surviving partner or partners of a firm.

“(3) RETURN OF LIQUORS FOR CREDIT, REFUND, OR EXCHANGE.—
No person shall be deemed to be a dealer by reason of the bona
fide return of distilled spirits, wines, or beer to the dealer from
whom purchased (or to the successor of the vendor’s business or
line of merchandise) for credit, refund, or excha and the

iving of such credit, refund, or exchange shall not be deemed to
e 4 purchase within the meaning of section 5117.
“(d) Deavrers MaxiNG SALes oN PurcHASER DEALER’S PREMISES.—

“(1) WHOLESALE DEALERS IN LIQUORS.—No wholesale dealer in
liquors who has paid the special tax as such dealer shall again be
required to pay special tax as such dealer on account of sales of
wines or beer to wholesale or retail dealers in liquors, or to limited
retail dealers, or of beer to wholesale or retail dealers in beer,
consummated at the purchaser’s place of business.

“(2) WHOLESALE DEALERS IN BEER.—No0 wholesale dealer in beer
who has paid the special tax as such a dealer shall again be re-
quired to pay special tax as such dealer on account of sales of
beer to wholesale or retail dealers in liquors or beer, or to limited
retail dealers, consummated at the purchaser’s place of business.

“(e) Sares By Rerain Deavers 1n Liquipation.—No retail dealer
in liquors or retail dealer in beer, seIliniin liquidation 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 to any other dealer,

1341



PUBLIC LAW 85-859—SEPT. 2, 1958 [72 STaT.

shall be deemed to be a wholesale dealer in liquors or a wholesale
dealer in beer, as the case may be, by reason of such sale or sales.
“(f) Sares To Lisurep Reram Deavers.—

“(1) Rera1L peALERS IN LIQUORS.—No retail dealer in liquors
who has paid special tax as such dealer under section 5121 (a)
shall be required to pay special tax under section 5111 on account
of the sale at his ?ace of business of wines or beer to limited
retail dealers as defined in section 5122 (¢).

“(2) Reram. peaers 1n Beer.—No retail dealer in beer who
has paid special tax as such dealer under section 5121 (b) shall
be required to pay special tax under section 5111 on account of the
sale at his place of business of beer to limited retail dealers as
defined in section 5122 (c).

“SEC. 5114. RECORDS.

“(a) REQUIREMENTS.—

“(1) Distiuiep spirits.—Every wholesale dealer in liquors who
sells distilled spirits to other dealers shall keep daily a record
of distilled spirits received and disposed of by him, in such form
and at such place and containing such information, and shall
submit correct summaries of such records to the Secretary or his
delegate at such time and in such form and manner, as the Secre-
tary or his delegate shall by regulations prescribe. Such dealer
shall also submit correct extracts from or copies of such records,
at such time and in such form and manner as the Secretary or
his delegate may by regulations prescribe; however, the Secre-
tary or his delegate may on application by such dealer, in accord-
ance with such regulations, relieve him from this requirement
until further notice, whenever the Secretary or his delegate deems
that the submission of such extracts or copies serves no useful
purpose in law enforcement or in protection of the revenue.

“(2) Wines aNp BEErR.—Every wholesale dealer in liquors and
every wholesale dealer in beer shall provide and keep, at such
place as the Secretary or his delegate shall by regulations pre-
scribe, a record in book form of all wines and beer received, show-
ing the quantities thereof and from whom and the dates received,
or shall keep all invoices of, and bills for, all wines and beer
received.

“(b) ExemprioN or Srates, Porrricar Suspivisions, Erc.—The
provisions of subsection (a) shall not apply to a State or Territory,
to a political subdivision of a State or Territory, to the District of
Columbia, or to liquor stores operated by any of them, if they main-
tain and make available for inspection by internal revenue officers
such records as will enable such officers to trace all distilled spirits,
wines, and beer received, and all distilled spirits disposed of by them.
Such States, Territories, subdivisions, District, or liquor stores shall,
upon the request of the Secretary or his delegate, furnish him such
transcripts, summaries and copies of their records with respect to dis-
tilled spirits as he shall require.

“(¢) Cross REFERENCES.—

“(1) For provisions requiring proprietors of distilled spirits
plants to keer records and submit reports of receipts and disposi-
tions of distilled spirits, see section 5207.
“(2) For pennlt{ for violation of subsection (a), see section 5603.
“(3) For provisions relating to the preservation and inspection
of records, and entry of premises for inspection, see section 5146.
“SEC. 5115. SIGN REQUIRED ON PREMISES.

“(a) RequiremeNTs.—Every wholesale dealer in liquors who is
required to pay special tax as such dealer shall, in the manner and
form preseribed by regulations issued by the Secretary or his dele-
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eate, place and keep conspicuously on the outside of the place of such
business a sign ex'hibiting, in plain and legible letters, the name or
firm of the wholesale dealer, with the words: ‘wholesale liquor dealer’.
The requirements of this subsection will be met by the posting of a
sign of the character prescribed herein, but with words conforming to
the designation on the dealer’s special tax stamp.
“(b) %)ENALTY.—
“For penalty for failure to post sign, or for posting sign without
paying the special tax, see section 5681.
“SEC. 5116. PACKAGING DISTILLED SPIRITS FOR INDUSTRIAL USES.
“(a) GeEneranL.—The Secretary or his delegate may, at his discre-
tion and under such regulations as he may prescribe, authorize a dealer
engaging in the business of supplying distilled spirits for industrial
uses to package distilled spirits, on which the tax has been paid or
determined, for such uses in containers of a capacity in excess of 1
wine gallon and not more than 5 wine gallons.
“(b) ('ross REFERENCES.—
“(1) For provisions relating to stamps for immediate containers,
see section 5205 (a) (2).
“(2) For provisions relating to containers of distilled spirits, see
section 5206.
“SEC. 5117. PROHIBITED PURCHASES BY DEALERS,
“(a) GENEraL.—It shall be unlawful for any dealer to purchase
distilled spirits for resale from any person other than—
“(1) a wholesale dealer in liquors who has paid the special tax
as such dealer to cover the place where such purchase is made; or
“(2) a wholesale dealer in liquors who is exempt, at the place
where such purchase is made, from payment of such tax under any
provision u? this chapter; or
“(3) a person who is not required to pay special tax as a whole-
sale dealer in liquors.
“(b) PrNarTy AND FORFEITURE.—

“For penalty and forfeiture provisions applicable to violation of
subsection (a), see sections 5687 and 7302,

“Subpart E—Retail Dealers

“See, 5121, Imposition and rate of tax.
“Sec. 5122. Definitions.
“Sec. 5123. Exemptions,
“Sec. 5124, Records.
“Sec. 5125. Cross references.
“SEC. 5121. IMPOSITION AND RATE OF TAX.

& Sa) Reram Deacers v Liquors.—Every retail dealer in liquors
shall pay a special tax of $54 a year. The Secretary or his delegate
may by regulations provide for the issuance of a stamp denoting
payment of such special tax as—

“(1) a ‘retail dealer in wines’ or u ‘retail dealer in wines and
beer’ if wines only, or wines and beer only, as the case may be,
are sold by a retaif dealer in liquors, or

“(2) a ‘medicinal spirits dealer’, in the case of a retail drug
store or pharmacy making sales of liquors through a duly licensed

harmacist.

“(ﬂ) Reram Deavers i Beer—Every retail dealer in beer shall
pay a special tax of $24 a year.

‘(e¢) Lamrrep Reramn Dearers.—Every limited retail dealer shall
pay a special tax of $2.20 for each calendar month in which sales
are made as such dealer.

98395-59~pT1. -85
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“SEC. 5122. DEFINITIONS.

“(a) Reramw Dearer 18y Liquors.—When used in this chapter, the
term ‘retail dealer in liquors’ means any dealer, other than a retail
dealer in beer or a limited retail dealer, who sells, or offers for sale,
any distilled spirits, wines, or beer, to any person other than a dealer.

*(b) Rerai Dearer 1N Beer.—When used in this chapter, the
term ‘retail dealer in beer’ means any dealer, other than a limited
retail dealer, who sells, or offers for sale, beer, but not distilled spirits
or wines, to any person other than a dealer.

“(c) Limatep Reramn Deaver.—When used in this chapter, the
term ‘limited retail dealer’ means any fraternal, civie, church, labor,
charitable, benevolent, or ex-servicemen’s organization making sales
of beer or wine on the occasion of any kind of entertainment, dance,

icnie, bazaar, or festival held by it, or any person making sales of

r or wine to the members, guests, or patrons of bona gde fairs,

reunions, picnics, carnivals, or other similar outings, if such organiza-
tion or person is not otherwise engaged in business as a dealer.

“SEC. 5123. EXEMPTIONS.
“(a) WhoLESALE DEALERS.—

“(1) WHOLESALE DEALERS IN LIQUORS.—No special tax shall
be imposed under section 5121 (a% or (b) on any dealer by reason
of the selling, or offering for sale, of distilled spirits, wines, or
beer at any location where such dealer is required to pay special
tax under seetion 5111 (a).

“(2) WHOLESALE DEALERS IN BEER.—No special tax shall be
imposed under section 5121 (l';) on any dealer by reason of the
sel{)ing, or offering for sale, of beer at any location where such
dealer is required to pay special tax under section 5111 (b).

“(b) Business Coxpuctep IN More Trax Oxe Location.—

“(1) Reramn peALERs AT LARGE.—Any retail dealer in liquors
or retailer dealer in beer whose business is such as to require him
to travel from dpls.ce 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’ covering his
activities throughout the United States with the payment of but
one special tax as a retail dealer in liquors or as a retail dealer
in beer, as the case may be.

“(2) DEALERS ON TRAINS, AIRCRAFT, AND BoATS.—Nothing con-
tained in this chapter shall prevent the issue, under such regula-
tions as the Secretary or his delegate may prescribe, of special
tax stamps to—

“(A) persons carrying on the business of retail dealers in
liquors, or retail dealers in beer, on trains, aireraft, boats or
other vessels, engaged in the business of carrying passengers;
or

“(B) persons carrying on the business of retail dealers in
liquors or retail dealers in beer on boats or other vessels
ogerated by them, when such gersons operate from a fixed
address in a port or harbor and supply exclusively boats or
other vessels, or persons thereon, at such port or harbor.

“(e¢) Cross REFERENCES.—
“(1) For exemption of Broprietoru of distilled spirits plants,
bonded wine cellars, and breweries from special tax as dealers,

see section 5113 (il.). . 3

“(2) For provisions relating to sales by ereditors, fiduciaries, and

officers of courts, see section 5113 (e) (1).

“(8) For provisions relating to sales by retiring partners or

representatives of deceased partners to incoming or remaining
partners, see section 5113 (¢) (2).
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“(4) For provisions relating to return of liquors for credit,
refund, or exchange, see section 5113 (c) (3).
“g:a'l?or provis relating to sales by retail dealers in liqui-
dat see section 5113 (e). 5
“SEC. 5124. RECORDS. .

“(a) Recerers.—Every retail dealer in liquors and every retail
dealer in beer shall provide and keep in his place of business a record
in book form of all gistilled spirits, wines, and beer received, showin
the quantity thereof and from whom and the dates mce_lvaci, or sha
keep all invoices of, and bills for, all distilled spirits, wines, and beer
received.

“(b) Disposrrions.—When he deems it necessary for law enforce-
ment purposes or the protection of the revenue, the Secretary or his
delegate may by regulations require retail dealers in liquors and re-
tail dealers in beer to keep records of the disposition of distilled
spirits, wines, or beer, in such form or manner and of such quantities
as the Secretary or his delegate may preseribe.

“(e) Cross RENCES.—

“For provisions relating to the r'l;esemtion and inspection of
records, and entry of premises for inspection, see section 5146.
“SEC. 5125. CROSS REFERENCES.

“(1) For provisions relating to prohibited purchases by dealers,
see section 5117.

“(2) For provisions relating to presumptions of liability as whole-
;a;? ((lte';ler in case of sale of 20 wine gallons or more, see section

“Subpart F—Nonbeverage Domestic Drawback Claimants

“Sec. 5131. Eligibility and rate of tax.
“Sec. 5132. Registration and regulation.
“Sec. 5133. Iuvestigation of claims.
“Sec. 5134. Drawback.

“SEC. 5131. ELIGIBILITY AND RATE OF TAX.

“(a) Euemiury ror DrRawBaCK.—Any person using distilled spir-

its produced in a domestic registered distillery or illzﬁustrial alcohol

lant and withdrawn from bond, or using distilled spirits withdrawn

rom the bonded premises of a distilled spirits plant, on which the
tax has been determined, in the manufacture or production of medi-
cines, medicinal preparations, food products, flavors, or flavoring ex-
tracts, 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 pro-
vided for in this subpart.

“(b) Rate or Tax.—The special tax imposed by subsection (a)
shall be graduated in amount as follows: (1) for total annual use not
exceeding 25 proof gallons, $25 a year; (2) for total annual use not
exceeding 50 proof gallons, $50 a year; (3) for total annual use 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 deleﬁate; keep such books and
records as may be necessary to establish the fact that distilled spirits
received by him and on which the tax has been determined were used
in the manufacture or production of medicines, medicinal prepara-
tions, food products, flavors, or flavoring extracts, which were unfit
for use for beverage purposes; and be subject to such rules and regula-
tions in relation thereto as the Secretary or his delegate shall prescribe
to secure the Treasury against frauds,
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“SEC. 5133. INVESTIGATION OF CLAIMS,

“For the purpose of ascertaining the correctness of any claim filed
under this subpart, the Secretary or his delegate is authorized to
examine any books, papers, records, or memoranda bearing upon the
matters required to be alleged in the claim, to 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, to take testimony with reference to any matter covered
by the claim, and to administer oaths to any person giving such
testimony.

“SEC. 5134, DRAWBACK.

“(a) RatE oF DrawBack.—In the case of distilled spirits on which
the tax has been paid or determined, and which have been used as
provided in this subpart, a drawback shall be allowed on each proof
gallon at a rate of $1 less than the rate at which the distilled spirits
tax has been paid or determined.

#(b) (rarmms—Such drawback shall be due and payable 3uarberly
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 u’Fon filing of a proper claim with the
Secretary or his delegate. 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 condi-
tions as he shall by regulations preseribe. Any such election may be
revoked on filing of notice thereof with the Secretary or his delegate.
No claim under this subpart shall be allowed unless filed with the
Secrctary or his delegate within the 3 months next succeeding the
quarter in which the distilled spirits covered by the claim were used
as provided in this subpart.

“Subpart G—General Provisions

“Sec. 5141. Registration,

“Sec. 5142, Payment of tax.

“Seec, 5143. Provisions relating to liability for occupational taxes.

“Bec. 5144. Supply of stamps.

“Seec. 5145. Application of State laws.

“Sec. 5146. Preservation and inspection of records, and entry of
premises for inspection.

“Sec. 5147. Application of subpart.

“Sec. 5148, Cross references.

“SEC. 5141. REGISTRATION.

“For provisions relating to registration in the case of persons
engaged in any trade or business on which a special tax is im-
, see section 7011 (a).
“SEC. 5142. PAYMENT OF TAX.

“(a) ConbrrroN PrecEDENT To CARRYING ON EUsiNEss.—No person
shall be engaged in or carry on any trade or business subject to tax
under this part (except the tax imposed by section 5131) until he has
paid the special tax therefor.

“(b) Compurarion.—All special taxes under this part (except the
tax imposed by section 5131) shall be imposed as of on the first day
of July in each year, or on commencing any trade or business on
which such tax 1s imposed. In the former case the tax shall be
reckoned for 1 year, and in the latter case it shall be reckoned pro-
portionately, 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.



72 8TAT.) PUBLIC LAW 85-859—SEPT. 2, 1958

“(¢) How Pam.—

“(1) Stamp.—All special taxes imposed by this part shall be
paid by stamps denoting the tax.

“(2) ASSESSMENT.—

“For authority of the Secretary or his delegate to make assess-

ments where the special taxes have not been duly paid by stamp

at the time and in the manner provided by law, see subtitle F.

“SEC. 5143. PROVISIONS RELATING TO LIABILITY FOR OCCUPATIONAL
TAXES.

“(a) Parrners.—Any number of persons doing business in part-
nership at any one place shall be required to pay but one special tax.

“(b) DrrreEreNT Businesses oF SAME OwNERSHIP AND LocaTioN.—
Whenever more than one of the pursuits or occupations deseribed 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) Businesses N More Traan Oxe LocaTioN.

*(1) ILaapmrry ror Tax.—The payment of a special tax im-
posed by this part shall not exempt from an additional special
tax the person carrying on a trade or business in any other place
than that stated in the register kept in the office of the official in
charge of the internal revenue district.

“(2) Srorace—Nothing contained in paragraph (1) shall re-

uire a special tax for the storage of liquors at a location other
than the place where liquors are sold or offered for sale.

“(3) DerintTION OF PLACE—The term ‘place’ as used in this
section means the entire office, plant or area of the business in
any one location under the same proprietorship; and passage-
ways, streets, highways, rail crossings, waterways, or partitions
dividing the premises, shall not be ﬁ?aemed sufficient separation
to require additional special tax, if the various divisions are other-
Wwise contiguous.

“(d) Dearm or CrHANGE OF LocaTioN.—Certain persons, other than
the person who has paid the special tax under this part for the carry-
ing on of any business at any place, may secure the right to carry on,
without incurring additional special tax, the same business at the
same place for the remainder of the taxable period for which the
special tax was paid. The persons who may secure such right are:

“(1) the surviving spouse or child, or executor or administrator
or other legal representative, of a deceased taxpayer;

“(2) a husband or wife succeeding to the business of his or her
living spouse;

“(8) a receiver or trustee in bankruptey, or an assignee for
benefit of creditors; and

“(4) the partner or partners remaining after death or with-
drawal of a member of a partnership.

When any person moves to any place other than the place for which
sEecm] tax was paid for the carrying on of any business, he may secure
the right to carry on, without incurring additional special tax, the
same business at his new location for tﬁe remainder of the taxable
period for which the special tax was paid. To secure the right to
carry on the business without incurring additional special tax, the
successor, or the person relocating his business, must register the suc-
cession or relocation with the Secretary or his delegate in accordance
with regulations prescribed by the Secretary or his delegate.

“(e) FEDERAL 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.
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“SEC. 5144. 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 condensers; and a ﬁ)rovismns of law
relating to the preparation and issue of stamps shall, so far as appli-
cable, extend to and include such stamps for special taxes; and the
Secretary or his delegate shall have authority to make all needful
regulations relative thereto.

“SEC. 5145. APPLICATION OF STATE LAWS.

“The payment of any tax imposed by this part for carrying on any
trade or business slmlrﬂot be qleld to 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 gusiness, for
State or other purposes.

“SEC. 5146. PRESERVATION AND INSPECTION OF RECORDS, AND
ENTRY OF PREMISES FOR INSPECTION.

“(a) PreservATION AND INsPEOTION OF RECORDS.—Any records or
other documents required to be kept under this part or regulations is-
sued pursuant thereto shall be preserved by the person required to keep
such records or documents, as the Secretary or his delegate may by
regulations prescribe, and shall be kept available for inspection by any
internal revenue officer during business hours.

“(b) ExtrY oF Premises ror INspEcTION.—The Secretary or his
delegate may enter during business hours the premises (including
places of storage) of any dealer for the purpose of inspecting or exam-
ning any records or other documents required to be kept by such dealer
under this chapter or regulations issued pursuant thereto and any dis-
tilled spirits, wines, or beer kept or stored by such dealer on such
premises.

“SEC. 5147. APPLICATION OF SUBPART.
“The provisions of this subpart shall extend to and apply to the

special taxes imposed by the other subparts of this part and to the
persons on whom such taxes are imposed.

“SEC. 5148. CROSS REFERENCES.

“(1) For penalties for willful nonpayment of special taxes, see
section 5691,

“(2) For penalties applicable to this part generally, see sub-
chapter J.

“(3) For penalties and other general and administrative provi-
sions applicable to this part, see subtitle F.

“Subchapter B—Qualification Requirements for Distilled
Spirits Plants

“Seec. 5171. Establishment.

“Sec. 5172. Application.

“See. 5173. Qualification bonds.

“Sec. 5174. Withdrawal bonds.

“Sec. 5175. Export bonds.

“SBee, H176. New or renewed bonds.

‘‘Sec. 5177. Other provisions relating to bonds.
“Sec. 5178. Premises of distilled spirits plants.
“Sec, 5179. Registration of stills.

“Sec. 5180, Signs.

“Sec. 5181. Cross references,
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“SEC. 5171. ESTABLISHMENT.

“(a) GENERAL REQUIREMENTS.—Every person shall, before com-
mencing or continuing the business of a distiller, bonded warehouse-
man, rectifier, or bottler of distilled spirits, and at such other times
as the Secretary or his delegate may by regulations prescribe, make
application to the Secretary or his delegate for and receive notice of
the registration of his plant. No plant shall be registered under this
section until the applicant has complied with the requirements of law
and regulations in relation to the qualification of such business (or
businesses).

“(b) Permrrs.—

“(1) RequirEmENTs.—Every person required to file applica-
tion for registration under subsection (a) whose distilling, ware-
housing, or bottling operations (or any part thereof) are not
required to be covered by a basic permit under the Federal Alcohol
Administration Act (49 Stat. 978, 27 U. S. C. 203, 204) shall,
before commencing any such operations, apply for and obtain a
permit under this subsection from the éecretary or his delegate

to engage in such operations. Section 5271 (b), &::), d),

(e), ?f), (g), and &e , and section 5274 are hereby made
applicable to applications, to persons filing applications, and to
permits required by or issued under this subsection.

“(2) EXCEPTIONS FOR AGENCY OF A STATE OR POLITICAL SUBDIVI-
stoN.—Paragraph (1) shall not apply to any agency of a State
or political subdivision thereof or to any officer or employee of
any such agency, and no such agency or officer or employee shall
be required to obtain a permit thereunder.

“(3) CoNTINUANCE OF BUSINESS.—Every person required by
paragraph (1) to obtain a permit (covering operations not re-
quired to be covered by a basic permit under the Federal Alco-
hol Administration Act) who, on June 30, 1959, is qualified
to perform such operations under the internal revenue laws, and
who complies with the provisions of this chapter (other than this
subsection) relating to qualification of such business or businesses,
shall be entitled to continue such operations pending reasonable
opportunity to make application for permit, and final action
thereon,

“(e) Cross REFERENCES,—

“For penalty for failure of a distiller or rectifier to file appli-
cation for registration as re}nired by this section, see section
5601 (a) (2), and for pe:m!:.li7 or the filing of a false application
b‘{ a distiller, bonded warehouseman, rectifier, or bottler of dis-
tilled spirits, see section 5601 (a) (3).
“SEC. 5172. APPLICATION.

“The application for registration required by section 5171 (a)
shall, in such manner and form as the Secretary or his delegate may
by regulations prescribe, identify the applicant and persons interested
in the business (or businesses) covereg by the application, show the
nature, location and extent of the premises, show the specific type or
types of operations to be conducted on such premises, and show any
other information which the Secretary or his delegate may by regu-
I?tions require for the purpose of carrying out the provisions of ﬁﬁs
chapter.

“SEC. 5173. QUALIFICATION BONDS.

“(a) Generar Provisions,—Every person intending to commence
or to continue the business of a distiller, bonded warehouseman, or
rectifier, on filing with the Secretary or his delegate an application
for registration of his Elant, and before commencing or continuing
such business, shall file bond in the form preseribed by the Secretary
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or his delegate, conditioned that he shall faithfully comply with all
the provisions of law and regulations relating to the duties and bus-
iness of a distiller, bonded warehouseman, or rectifier, as the case may
be (including the payment of taxes imposed by this chapter), and
shall pay all penalties incurred or fines imposed on him for violation
of any of the said provisions.

“(b) DistinLEr's BoNp.—Every person intending to commence or
continue the business of a distiller shall give bond in a penal sum not
less than the amount of tax on spirits that will be produced in his dis-
tillery during a period of 15 days, except that such bond shall be in a
sum of not less than $5,000 nor more than $100,000.

“(1) Conprrions or approvarL—In addition to the require-
ments of subsection (a), the distiller’s bond shall be conditioned
that he shall not suffer the property, or any part thereof, subject
to lien under section 5004 (b) (1) to be encumbered by mortgage,
judgment, or other lien during the time in which he shall carry
on such business (except that this condition shall not a é)] dur-
ing the term of :m{ bond given under subparagraph (p-){, and
no bond of a distiller shall be approved unless the Secretary or
his delegate is satisfied that the situation of the land and build-
ings which will constitute his bonded premises (as described
in his application for registration) is not such as would enable
the distllf;r to defraud the United States, and unless—

“(A) the distiller is the owner in fee, unencumbered by any
mortgage, judgment, or other lien, of the lot or tract of land
subject to lien under section 5004 (L) (1) ; or

“(B) the distiller files with the officer designated for the
purpose by the Secretary or his delegate, in connection with
his application for registration, the written consent of the
owner of the fee, and of any mortgagee, judgment creditor,
or other person having a lien thereon, duly acknowledged,
that such premises may be used for the purpose of (“Stilﬁ?‘lg
spirits, subject to the provisions of law, and expressly stipu-
lating that the lien of the United States, for taxes on dis-
tilled spirits produced thereon and penalties relating thereto,
shall have priority of such mortgage, judgment, or other
encumbrance, and that in the case of the forfeiture of such
premises, or any part thereof, the title to the same shall vest
in the United States, discharged from such mortgage, judg-
ment, or other encumbrance; or

(¢ 6‘) the distiller files a bond, approved by the Secretary
or his delegate, in the penal sum equal to the appraised value
of the property subject to lien under section 5004 (b) (1),
except that such bond shall not exceed the sum of $300,000.
Such value shall be determined, and such bond shall be exe-
cuted in such form and with such sureties and filed with the
officer designated by the Secretary or his delegate, under such
regulations as the Secretary or Kis delegate shall prescribe.

“(2) CANCELLATION OF INDEMNITY BOND.—When the liabilit
for which an indemnity bond given under paragraph (1) ((’%,
ceases to exist, such bond may ie cancelled upon application to
the Secretary or his delegate.

“(3) JupiciaL saLe.—In the case of any distillery sold at judi-
cial or other sale in favor of the United States, a bond in lieu of
consent under paragraph (1) (B) may be taken at the discretion
of the Secretary or his delegate, 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 otﬁer provisions of law.
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“(¢) BoxNpep WareHOUSEMAN'S BoNps,—

“(1) GENERAL REQUIREMENTS.—ivery person intending to
commence or continue the business of a bonded warehouseman
shall give bond in a penal sum not less than the amount of tax on
distilled spirits stored on such premises and in transit thereto,
except that such bond shall not exceed the sum of $200,000. In
addition to the requirements in subsection (a), such bond shall
be conditioned—

“(A) on the withdrawal of the spirits from storage on
bonded premises within the time prescribed for the deter-
mination of tax under section 5006 (a) (2), and

#(B) on payment of the tax, except as otherwise provided
by law, on all spirits withdrawn from storage on the bonded
premises.

“(2) Exceprion.—The Secretary or his delegate may by regula-
tions specify bonded warehousing operations, other than the stor-
age of more than 500 casks or packages of distilled spirits in
wooden containers, for which a bond in.a maximum sum of less
than $200,000 will be approved, and in such cases the Secretary
or his delegate shall by regulations prescribe the maximum penal
sum of such bonds.

“(d) RecriFier’'s Boxp.—Every person intending to commence or
continue the business of a rectifier shall give bond in a penal sum not
less than the amount of tax the rectifier will be liable to pay in a period
of 30 days under sections 5021 and 5022, except that such bond shall not
exceed the sum of $100,000, and shall not be less than $1,000.

“(e) ComBINED OPERATIONS.—

“(1) Distruiep sPIRITS PLANTS.—EXcept as provided in para-
graph (2), any person intending to commence or continue business
as proprietor of a distilled spirits plant who would otherwise be
required to give more than one bond under the provisions of sub-
sections (b) (other than indemnity bonds), (cg, and (d), shall,
in lieu thereof, give bond in a penal sum equal to the combined
penal sums which would have been required under such subsec-
tions; but in no case shall the combined operations bond be in a
penal sum in excess of $200,000 if all operations are to be conducted
on bonded premises, or in excess of $250,000 for the distilled spirits
plant. Bonds given under this paragraph shall contain the terms
and conditions of the bonds in lieu of which they are given.

“(2) DISTILLED SPIRITS PLANTS AND ADJACENT BONDED WINE
CELLARS,—Any person intending to commence or continue busi-
ness as proprietor of a bonded wine cellar and an adjacent
distilled spirits plant qualified for the production of distilled
spirits shall, in lieu of the bonds which would otherwise be

uired under the provisions of subsection (b) (other than
indemnity bonds), (¢), and éd), and section 5354 (other than
supplemental bonds to cover additional liability arising as a result
of deferral of payment of tax), give bond in a penal sum equal
to the combined penal sums which would have been required
under such provisions; but in no case shall the combined oper-
ations bond be in a penal sum in excess of $150,000 if the distilled
spirits plant is qualified solelﬁ for the production of distilled
spirits, in excess of $250,000 if the distilled spirits plant is qualified
only for groduction and bonded warehousing or for production
and rectification and bottling, or in excess of $300,000 for the
distilled spirits plant and bonded wine cellar. Bonds given
under this paragraph shall contain the terms and conditions of
the bonds in lieu of which they are given.
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“(f) Branker Boxps.—The Secretary or his delegate may by regu-
lations authorize any person (including, in the case of a corporation,
controlled or wholly owned subsidiaries) operating more than one
distilled spirits plant in a geogmﬁll;icul area designated in regulations
preseri by the Secretary or his delegate to give a blanket bond
covering the operation of any two or more of such plants and an
bonded wine cellars which are adjacent to such plants and whic
otherwise could be covered under a combined operations bond as

rovided for in subsection (e) (2). The penal sum of such blanket
rond shall be calculated in accordance with the following table:

Requirement for

“Total Penal Sums a8 Determined under Subsections Penal Bum of
(b), (¢), (d), and (e) Blanket Bond

First $300,000 or any part thereof ___________ = L. 100,
Next $300,000 or any part thereof . __ T0%
Next $400,000 or any part thereof 2 50%
Next $1,000,000 or any part thereof o 35%
UG T L e e et N e 259

Bonds given under this subsection shall be in lieu of the bonds re-
quired under subsections (b) (other than indemnity bonds), (¢), (d),
and (e), as the case may be, and shall contain the terms and conditions
of such bonds.

“(g) Liapmry Unxper ComsBiNEp OPERATIONS AND DBLANKET
Boxps.—The total amount of any bond given under subsection (e)
or (f) shall be available for the satisfaction of any liability incurred
under the terms or conditions of such bond.

“SEC. 5174. WITHDRAWAL BONDS.
“(a) RequiremeNTs.—No distilled spirits, other than distilled
:zlpirits withdrawn under section 5214 or section 7510, shall be with-
rawn from bonded premises except on payment of tax unless—
“(1) the proprietor of the bonded premises has furnished such
bond (in adﬁitiou to that required in section 5173) to secure pay-
ment of the tax on such spirits, under such regulations and com?r -
tions, and in such form and penal sum, as the Secretary or his
delegate may preseribe; or
“(2) the proprietor of a distilled spirits plant authorized to
rectify or bottle distilled spirits has—

“(A) made application to the Secretary or his delegate
to withdraw EucE spirits and has assumed liability at the re-
ceiving plant for payment of the tax thereon;

“(B) furnished bond (in addition to any bond required
by section 5173) to secure payment of the tax on such spirits,
under such regulations ang conditions, and in such form and
peléal sum, as the Secretary or his delegate may prescribe;
an

“(C) complied with such other requirements as the
Secretary or his delegate may by regulations prescribe.

“(b) Rerease or Otaer BoNps.—When a bond has been filed under
subsection (a) and distilled spirits have been withdrawn from bonded

remises thereunder, bonds of proprietors covering operations on

nded premises, and bonds given under prior provisions of internal
revenue law to cover similar oEerations, shall no longer cover liability
for payment of the tax on such spirits.
“SEC. 5175. EXPORT BONDS.
“ga) RequmremENTs.—No distilled spirits shall be withdrawn from
bonded premises for exportation without anment of tax unless the
exporter has furnished bond to cover such withdrawal, under such
regulations and conditions, and in such form and penal sum, as the
Secretary or his delegate may prescribe.
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“(b) Exceprion.—In case of distilled spirits withdrawn for expor-
tation without payment of tax on application of the proprietor of
bonded premises, the bond of such proprietor covering such bonded
Eﬁmmises shall cover such exportation and subsection (a) shall not

applicable.

“(e) Caxceration or Creprr o Exeorr Bonps.—The bonds given
under subsection (a) shall be cancelled or credited and the bonds
liable under subsection (b) credited on the submission of such evi-
dence, records, and certification indicating exportation as the Secre-
tary or his deiegata may by regulations prescribe.

“SEC. 5176. NEW OR RENEWED BONDS.

“(a) GexerarL.—New bonds shall be required under sections 5173,
5174, and 5175 in case of insolvency or removal of any surety, and
may, at the discretion of the Secretary or his delegate, be requived in
any other contingency affecting the validity or impairing the efficiency
of such bond.

“(b) Boxpep WareHOUSEMAN'S BoNps.—In case the proprietor of
a distilled spirits plant fails or refuses—

“(1) to give a warehouseman’s bond required under section
5173 (¢), or to remew the same, and neglects to immediately
withdraw the spirits and pay the tax thereon; or
“(2) to withgraw any spirits from storage on bonded premises
before the expiration of the time limited in the bond and, except
as otherwise provided by law, pay the tax thereon;
the Secretary or his delegate shall proceed to collect the tax.

“SEC. 5177. OTHER PROVISIONS RELATING TO BONDS.

“(a) GENeErAaL Provisions Reraring 1o Bonps.—The provisions of
section 3551 shall be applicable to the bonds required by or given
under sections 5173, 5174, and 5175.

“(b) Cross REFERENCES.—

“(1) For deposit of United States bonds or notes in lieu of

sureties, see 6 U. S. C. 15.
*(2) For penalty and forfeiture for failure or refusal to give

bond, or for giving false, f_or%fd, or fraudulent bond, or for carry-
ing on the business of a distiller without giving bond, see sections

5601 (a) (4), 5601 (a) (5), 5601 (b) (2), and 5615 (3).

“SEC. 5178. PREMISES OF DISTILLED SPIRITS PLANTS.

“(n) Location, CONSTRUCTION, AND ARRANGEMENT.—

“(1) GENERAL.—

“(A) The premises of a distilled spirits plant shall be
as described in the application required by section 5171 (a).
The Secretary or his delegate shall preseribe such regulations
relating to the location, construction, arrangement, and pro-
tection of distilled spirits plants as he deems necessary to
facilitate inspection and afford adequate security to the
revenue.

“(B) No distilled spirits plant for the production of dis-
tilled spirits shall be located in any dwelling house, in any
shed, yard, or inclosure connected with any dwelling house,
or on board any vessel or boat, or on premises where beer or
wine is made or produced, or liquors of any description are
retailed, or on premises where any other business is earried

on %exce t when authorized under subsection (b)).

“(C) Notwithstanding any other provision of this chap-
ter relating to distilled spirits plants the Secretary or his
delegate may apgrove the location, construction, arrange-
ment, and method of operation of any establishment which
was qualified to operate on the date preceding the effective
date of this section if he deems that such location, construc-
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tion, arrangement, and method of operation will afford ade-
quate security to the revenue.

“(2) PRODUCTION FACILITIES.—

i

“(A) Any person establishing a distilled spirits plant may,
as described in his application for registration, provide facili-
ties which may be used for the production of distilled spirits
from any source or substance.

*“(B) The distilling system shall be continuous and closed
at all points where potable or readily recoverable spirits are
present and the distilling apparatus shall be so designed and
constructed and so connectaf as to prevent the unauthorized
removal of such spirits prior to their production gauge.

“(C) The Secretary or his delegate is authorized to order
and require such identification of, changes of, or additions to,
distilling apparatus, connecting pipes, pumps, tanks, or any
machinery connected with or used in or on the bonded
premises, or require to be put on any of the stills, tubs, pipes,
tanks, or other equipment, such fastenings, locks or seals
as he may deem necessary to facilitate inspection and afford
ade%uate security to the revenue.

) BONDED WAREHOUSING FACILITIES.—

“(A) Any person establishing a distilled spirits plant for
the production of distilled spirits may, as described in his
application for registration, establish warehousing facilities
on the bonded premises of such plant.

“(B) Distilled spirits plants for the bonded warehousing
of distilled spirits elsewhere than as described in subpara-

aph (A) may be established at the discretion of the
g:acretary or his delegate, by proprietors referred to in sub-
paragraph (A) or by other persons, under such regulations
as the Secretary or his delegate shall prescribe,

“(C) Facilities for the storage on bonded premises of dis-
tilled spirits in casks, packages, cases, or similar portable
approved containers shall be established in a room or buildin
used exclusively for the storage, bottling, or packaging o
distilled spirits, and activities related thereto.

(4) BOTTLING FACILITIES,—

“(A) The proprietor of a distilled spirits plant authorized
to store distilled spirits in casks, packages, cases, or similar
ortable approved containers on bonded premises may estab-
Fish a separate portion of such premises for the bottling in
bond of distilled spirits under section 5233 prior to payment
or determination of the internal revenue tax.

“(B) Facilities for rectification of distilled spirits or wines
upon which the tax has been paid or determined, may be
established as a separate distilled spirits plant or as a part
of a distilled spirits plant qualified for the production or
bonded warehousing of distilled spirits. Such facilities
when qualified, may be used for the rectification of distilled
spirits or wines, or the bottling or packaging of rectified or
unrectified distilled spirits or wines on which the tax has
been paid or determined.

“((Ijl) Facilities for bottling or packaging any distilled
spirits upon which the tax has Eeen paid or determined (other
t'Han bottling facilities established under subparagraph (B)),
may be established and maintained only by a State or political
subdivision thereof, or by the proprietor of a distilled spirits

lant qualified for the production or bonded warehousing of
Eistilled spirits, as a part of such plant or as a separate dis-
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tilled spirits plant. Such facilities, when qualified, may be
used for the bottling or Eackalging of rectified or unrectified
distilled spirits or wines but may not be used for the rectifica-
tion of distilled spirits or wines.

“(D) Bottling premises established under subparagraphs
(B) or (C) may not be located on bonded premises, and if
the distilled spirits plant contains both bonded premises and
bottling premises thay shall be separated by such means or in
such manner as the Secretary or ﬁis delegate may by regula-
tions preseribe.

“(5) Denaturing Facimrries—The Secretary or his delegate
may by regulations require such arrangement and segregation of
denaturing facilities as he deems necessary.

“(b) Uskor PrEMises For OtHER BusiNesses.—The Secretary or his
delegate may authorize the carrying on of such other businesses (not
specifically prohibited by section 5601 (a) (6)) on premises of dis-
tilled spirits plants, as he finds will not jeopardize the revenue. Such
other businesses shall not be carried on until an application to carry
on such business has been made to and approved by the Secretary or
his delegate.

“(¢) 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 penalty for distilling on prohibited premises, see sec-
tion 5601 (nl)’ (6).

“(3) For provisions relating to the bettling of distilled spirits
labeled as alcohol, see section 5235.

“(4) For provisions relating to the unauthorized use of distilled
spirits in any manufacturing process, see section 5601 (a) (9).

“SEC. 5179. REGISTRATION OF STILLS.

“(a) RequiremENTS.—Every person having in his possession or
custody, or under his control, any still or distilling apparatus set up,
shall register such still or apparatus with the Secretary or his dele-

te immediately on its being set up, by subseribing and filing with
the Secretary or his delegate a statement, in writing, setting forth
the Earticu]ar place where such still or distilling afp aratus is set up,
the kind of still and its capacity, the owner thereof, his place of resi-
dence, and the purpose for which said still or distilling apparatus
has been or is intended to be used (except that stills or distilling appa-
ratus not used or intended to be used for the distillation, redistillation,
or recovery of distilled spirits are not required to be registered under
this section).

“(b) Cross REFERENCES.—

“(1) For penalty and forfeiture provisions relating to unregis-
tered stills, see sections 5601 (a) (1), 5601 (b) (1), and 5615 (1).

“(2) For provisions requiring permit to set up still, boiler or
other vessel for distilling, see section 5105.
“SEC. 5180. SIGNS.

“(a) RequiremENTS.—Every person engaged in distilling, bonded
warehousing, rectifying, or bottling of distilled spirits shall place
and keep conspicuously on the outside of his place of business a sign
showing the name of such person and denoting the business, or busi-
nesses, in which engaged. The sign required by this subsection shall
be in such form mx]]ﬁa contain such information as the Secretary or his
delegate shall by regulations prescribe.

“(b) PenavTy.—

“For penalty and forfeiture relating to failure to post sign or
improperly posting such sign, see section 5681.
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“SEC. 5181, CROSS REFERENCES.

“For Frﬂ\-’i!ionl re uiringsinyment of special (occupational) tax
as rectifier, see section 5081, or as wholesale liquor dealer, see
section 5111, or as retail liguor dealer, see section 5121.

“Subchapter C—Operation of Distilled Spirits Plants

“Part 1. General provisions.
“Part II. Operations on bonded premises.
“Part III. Operations on bottling premises.

“PART I—GENERAL PROVISIONS

“‘Sec. 5201. Regulation of operations.
“Sec, 5202, Supervision of operations,
“Seec. 5203. Entry and examination of premises.
“Sec. 5204. Gauging.
“See, 5205, Stamps.
“Sec. 5208. Containers.
“Sec. 5207. Records and reports.
“SEC. 5201. REGULATION OF OPERATIONS.

“(a) GENERAL.-—-Prolirietors of distilled spirits plants shall con-
duct their operations relating to the production, storage, denaturing,
rectification, and bottling of %listilled spirits, and all oﬁfer operations
authorized to be conducted on the premises of such plants, under such
regulations as the Secretary or his delegate shall Emscribe. i

(b) DistiLep Spirrrs For INpUsTRIAL Uses.—The regulations of
the Secretary or his delegate under this chapter respecting the pro-
duction, warehousing, denaturing, distribution, sale, export, and use
of distilled spirits for industrial purposes shall be such as he deems
necessary, advisable, or proper to secure the revenue, to prevent
diversion to illegal uses, and to place the distilled spirits industry and
other industries using such distilled spirits as a chemical raw material
or for other lawful industrial purposes on the highest possible plane
of scientific and commercial efficiency and development consistent
with the provisions of this chapter. Where nonpotable chemical
mixtures containing distilled spirits are produced for transfer to the
bonded premises of a distilled spirits plant for completion of process-
ing, the Secretary or his delegate may waive any provision of this
chapter with respect to the production of such mixtures, and the
processing of such mixtures on the bonded premises shall be deemed
to be production of distilled spirits for purposes of this chapter.

“(c? Hours or OperaTioNs.—The Secretary or his delegate may
prescribe regulations relating to hours for distillery operations and
to hours for removal of distilled spirits from distilled spirits plants;
however, such regulations shall not be more restrictive, as to any opera-
tion or function, than the provisions of internal revenue law and regu-
lations relating to such operation or function in effect on the day
preceding the effective date of this section.

“(d) IbextrricArioN ofF DistiLiep Seirrrs.—The Secretary or his
delegate may provide by regulations for the addition of tracer ele-
ments to distilled spirits to facilitate the enforcement of this chapter.
Tracer elements to be added to distilled spirits at any distilled spirits
plant under provisions of this subsection shall be of such character
and in such quantity as the Secretary or his delegate may authorize
or require, and such as will not impair the quality of the distilled
spirits for their intended use.
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“SEC. 5202. SUPERVISION OF OPERATIONS.

“(a) GexeraL—The operations on the premises of distilled spirits
plants shall be conducted under such supervision as the Secretar
or his delegate shall by regulation prescribe. The Secretary or his
delegate shall assign such number of internal revenue officers to dis-
tillega spirits plants as he deems necessary to maintain supervision
of the operations conducted on such premises.

“(b) Removar or Distiniep Spirrrs From Distiiing SysTeEM.—
The removal of distilled spirits from the closed distilling system
shall be controlled by Government locks or seals, or by meters or other
devices or methods as*the Secretary or his delegate may presecribe.

“(c) Storace Tanks.—Approved containers for the storage of
distilled spirits on bonded premises (other than containers required
by subsection (d) to be in a locked room or building or those con-
taining distilled spirits denatured as authorized by law) shall be
kept securely closed, and the flow of distilled spirits into and out of
such containers shall be controlled by Government locks or seals, or
by meters or other devices or methods as the Secretary or his delegate
may prescribe.

*(d) Srorace Rooms or BuiLpings.—Distilled spirits (other than
denatured distilled s[i,irits) on bonded premises in casks, packages,
cases, or similar portable approved containers must be stored in a room
or building provided as required by section 5178 (a) (3) (C), which
room or huillding shall be in the joint custody of the internal revenue
officer assigned to such premises and the proprietor thereof, and shall
be kept securely locked with Government locks and at no time be un-
locked or opened, or remain open, except when such officer or person
who may be designated to act for him is on the premises. Deposits
of distilled spirits in, or removals of distilled spirits from, such room
or building shall be under such supervision by internal revenue officers
as the Secretary or his delegate shall by regulations prescribe.

“(e) DeExaTUuraTiON OF DistiLLep Spirits.—The denaturation of
distilled spirits on bonded premises shall be conducted under such
supervision and controlled by such meters or other devices or methods
as the Secretary or his delegate shall prescribe,

“(f) Gaveine.—The gauge of production of distilled spirits,
gauge for determination of the tax imposed under section 5001 (a)
(1), and gauge for tax-free removal of other than denatured distilled
spirits from bonded premises, shall be made or supervised by internal
revenue officers, under such regulations as the Secretary or his delegate
shall preseribe.

“(g) BorrrLing v Boxp.—The bottling of distilled spirits in bond
shallgbe supervised by the internal revenue officer assigned to the
})rem ises in such manner as the Secretary or his delegate shall by regu-
ations prescribe.

“SEC. 5203. ENTRY AND EXAMINATION OF PREMISES,

“(a) KeepiNg PreMises AccessiBLe—FEvery proprietor of a dis-
tilled spirits plant shall furnish the Secretary or his delegate such keys
as may be required for internal revenue officers to gain access to the
premises and any structures thereon, and such premises shall always

kept accessible to any officer having such keys.

“(b) Ricrar or ENTRY AND ExaminatioNn.—It shall be lawful for
any internal revenue officer at all times, as well by night as by day,
to enter any distilled spirits plant, or any other premises where dis-
tilled spirits are produced or rectified, or structure or place used in
connection therewith for storage or other purposes; to make exami-
nation of the materials, equipment, and facilities thereon; and make
such gauges and inventories as he deems necessary. Whenever any
officer, having demanded admittance, and having declared his name
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and office, is not admitted into such premises by the proprietor or other
person having charge thereof, it shall be lawful for such officer, at
all times, as well by night as by day, to use such force as is necessary
for him to gain entry to such premises,

“(e) FurnisHiNg Faciuimies aNp AssisTaNcE—On the demand of
any internal revenue officer or agent, every proprietor of a distilled
spirits plant shall furnish the necessary facilities and assistance to
enable the officer or agent to gauge the spirits in any container or to
examine any apparatus, equipment, containers, or materials on such
premises. Such proprietor shall also, on demand of such officer or
agent, open all doors, and open for examination all boxes, packages,
and all casks, barrels, and other vessels not under the control of the
internal revenue officer in charge.

“(d) Avrnoriry To Break Ur Grounps or Warrs.—It shall be
lawful for any internal revenue officer, and any person acting in his
aid, to break up the ground on any part of a distilled spirits plant
or any other premises where distilled spirits are produced or rectified,
or any ground adjoining or near to such plant or premises, or an
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 eut away such pipe
or other conveyance, and turn any cock, or to examine whether such
pipe or other conveyance conveys or conceals any distilled spirits,
mash, wort, or beer, or other liquor, from the sight or view of the
officer, so as to prevent or hinder him from taking a true account
thereof.

“(e) PeNarry.—

“For penalty for violation of this section, see section 5687,
“SEC. 5204. GAUGING.

“(a) GenEraL—The Secretary or his delegate may by regulations
require the ganging of distilled spirits for such purposes, in addition
to those specified in section 5202 (f), as he may deem necessary, and
all required gauges shall be made at such times and under such con-
ditions as he may by regulations preseribe.

“(b) Gaveing INsrrRoMENTS.—For the determination of tax and 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 or methods 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 neces-
sary; and he may prescribe regulations to secure a uniform and cor-
rect system of inspection, weighing, marking, and gauging of spirits.

“(¢) Gaverng, STamPinG, MarkiNag anxp Branpine By Proprie-
1ors.—The Secretary or his delegate may by regulations require the
proprietor of a distﬁ’]e(l spirits plant, at the proprietor’s expense and
under such supervision as the Secretary or his delegate may require,
to do such gauging, stamping, marking, and branding and such
mechanieal labor pertaining thereto as the Secretary or his delegate
deems proper am(‘[ determines may be done without danger to the
revenue,

“SEC. 5205. STAMPS.
“(a) Stames For CONTAINERS OF DISTILLED SPIRITS.—
“(1) CONTAINFRS OF DISTILLED SPIRITS BOTTLED IN BOND.—Every
container of distilled spirits bottled in bond under section 5233
when filled shall be stamped by a stamp evidencing the bottling
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of such spirits in bond under the provisions of this paragraph and
section 5233.

“(2) CONTAINERS OF OTHER DISTILLED sPIRITS.—No person shall
transport, possess, buy, sell, or transfer any distilled spirits, unless
the immediate container thereof is stamped by a stamp evidencing
the determination of the tax or indicating compliance with the
provisions of this chapter. The provisions of this paragraph
shall not apply to— .

“(A) distilled spirits, lawfully withdrawn from bond,
placed in containers for immediate consumption on the
premises or for preparation for such consumption;

“(B) distilled spirits in bond or in customs custody ;

“(C) distilled spirits, lawfully withdrawn from bond,
in immediate containers stamped under other provisions
of internal revenue or customs law or regulations issued
pursuant thereto;

“(D) distilled spirits, lawfully withdrawn from bond, in
actual process of rectification, blending, or bettling, or in
actual use in processes of manufacture;

“(E) distilled spirits on which no internal revenue tax is
rec‘tuired to be paid ;

(F) distilled spirits lawfully withdrawn from bond and
not intended for sale or for use in the manufacture or pro-
duction of any article intended for sale; or

“(G) any regularly established common carrier receiv-
ing, transporting, delivering, or holding for transportation
or delivery distilled spirits in the ordinary course of its
business as a common carrier.

“(3) Sramp rEcuLaTIONS.—The Secretary or his delegate shall
prescribe regulations with respect to the supplying or procuring
of stamps required under this subsection or section 5235, the time
and manner of applying for, issuing, aflixing, and destroying
such stamps, the form of such stamps and the information to
be shown thereon, applications for the stamps, proof that appli-
cants are entitled to such stamps, and the method of accounting
for such stamps, and such other regulations as he may deem nec-
essary for the enforcement of this subsection. In the case of a
container of a capacity of 5 wine gallons or less, the stamp shall
be affixed in such a manner as to be broken when the container is
opened, unless the container is one that cannot again be used
after opening.

“(b) Stamprs ror CoNTAINERS OF DIsTILLED SPiRITs WITHDRAWN
From Boxpep Preyises oN DererminaTioN oF Tax.—Containers of
all distilled spirits withdrawn from bonded premises on determination
of tax under section 5006 (a) shall be stamped by a stamp under snch
regulations as the Secretary or his delegate shall prescribe. This
subsection shall not be construed to require stamps on cases of bottled
distilled spirits filled and stamped on bonded premises.

“(¢) Stames ror CONTAINERS OF DistiLLED SPIRTTS WITHDRAWN FOR
ExrorTaTION.—

¥(1) EXPORTATION WITHOUT PAYMENT OF TAX.—LEvery con-
tainer of distilled spirits withdrawn for exportation under section
5214 (a) (4) shall be stamped by a stamp under such regulations
as the Secretary or his delegate shall prescribe. This paragraph
shall not be construed to require stamps on cases of bottleﬁrdls-
tilled spirits filled and stamped on bonded premises.

“(2) EXPORTATION WITH BENEFIT OF DRAWBACK.—The Secretary
or his delegate may require any container of distilled spirits
bottled or packaged especially for export with benefit of Eg)r:wv-
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back to be stamped by a stamp under such regulations as he may
prescribe.

“(d) Stames ror CoNTAINERS OF 5 WINE GALLONS oR MORE oF Dis-
TiLLEp SPiriTS Fiirep ox Borruine Premises—All containers of
distilled spirits containing 5 wine gallons or more, which are filled on
bottling premises of a distilled spirits plant for removal therefrom,
shall be stamped by a stamp under such regulations as the Secretary
or his delegate shall prescribe.

“(e) Issuk ror Restamping.—The Secretary or his delegate, under
regulations prescribed by him, may authorize restamping otg containers
of distilled spirits which have been duly stamped but from which the
stamps have been lost or destroyed by unavoidable accident.

“(f) AccounrapiLiTy.—All stamps relating to distilled spirits shall
be used and accounted for under such regulations as the Secretary or
his delegate may prescribe.

“(g) ErraceMENT oF Stamps, Marks, axp Braxps ox Empriep
Conrtainers.—Every person who empties, or causes to be emptied, any
immediate container of distilled spirits bearing any stamp, mark, or
brand required by law or regulations prescribed pursuant thereto
(other than containers stamped under subsection (a) or section 5235
shall at the time of emptying such container efface and obliterate sue
stamp, mark, or brand, except that the Secretary or his delegate may,
by regulations, waive any requirement of this subsection as to the
effacement or obliteration of marks or brands (or portions thereof)
where he determines that no jeopardy to the revenue will be involved.

“(h) Fory or Stamp.—Any stamp required by or prescribed pur-
suant to the provisions of this section or section 5235 may consist of
such coupon, serially-numbered ticket, imprint, design, or other form
of stamp as the Secretary or his delegate shall by regulations preseribe.

“(i) Cross REFERENCES.—

“(1) For general provisions relating to stamps, see chapter 69.

“(2) For provisions relating to the stamping, marking, and brand-
?’%4 l}f; )containers of distilled spirits by proprietors, see section

“(3) For provisions relating to the stamping of bottled aleohol,
see section 5235.

“(4) For authority of the Secretary or his delegate to prescribe
regulations regarding sta.m.ﬂs for distilled spirits withdrawn to
manufacturing bonded warehouses, see section 5522 (a).

“(5) For penalties and forfeitures relnti]lzg to stamps, marks, and
brands, see sections 5604, 5613, 7208, and 7209.

“SEC. 5206. CONTAINERS.

“(a) AvrHoriTy To PrescriBE.—The Secretary or his delegate
shall by regulations prescribe the types or kinds og containers which
may be used to contain, store, transfer, convey, remove, or withdraw
distilled spirits.

“(b) Sranparps oF FiuL—The Secretary or his delegate may by
reﬁulations prescribe the standards of fill for approved containers.

(¢) Marxking, Branping, or IpexrtiricaTion.—Containers of dis-
tilled spirits (and cases containing bottles or other containers of such
spirits) shall be marked, branded, or identified in such manner as the
Secretary or his delegate shall by regulations preseribe.

“(d) Appricapiurty.—This section shall be applicable exclusivel
with respect to containers of distilled spirits for industrial use, wit
respect to containers of distilled spirits of a capacity of more than
one gallon for other than industrial use, and with respect to cases
containing bottles or other containers of distilled spirits.
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“(e) Cross REFERENCES.—

“(1) For other provisions relating to regulation of containers of
distilled spirits, see section 5301. |

“(2) For provisions relating to labeling containers of distilled
spirits of one gallon or less for nonindustrial uses, see section 5
(e) of the Federal Alcohol Administration Act (27 U. S. C. 205 (e)).

“SEC. 5207. RECORDS AND REPORTS.

“(a) Recorps oF DisTiLLERS AND BonpED WAREHOUSEMEN.—Eve
distiller and every bonded warehouseman shall keep records in suc
form and manner as the Secretary or his delegate shall by regulations

rescribe of—

“(1) the receipt of materials intended for use in the produc-
tion of distilled spirits, and the use thereof, ; >

“(2) the receipt and use of distilled spirits received for
redistillation,

“(3) the kind and quantity of distilled spirits produced,

“(4) the kind and quantity of distilled spirits entered into
storage,

“(5) the bottling of distilled spirits in bond,

“(6; the kind and quantity of distilled spirits removed from
bonded premises, and from any taxpaid storeroom operated in
connection therewith, and the purpose for which removed

“(7) the kind and quantity of denaturants received and used
or otherwise disposed of,

“(8) the kind and quantity of distilled spirits denatured,

“(9) the kind and quantity of denatured distilled spirits
removed, and

“(10) such additional information as may by regulations be
required.

“(b) Recorps oF REcTIFiErs aNp BorrrLeErs.—Every rectifier and
every bottler of distilled spirits shall keep records in such form and
n;mmer as the Secretary or his delegate shall by regulations prescribe
o ——

“(1) all distilled spirits and wines received,

“(2; the kind and quantity of distilled spirits and wines rec-
tified and packaged or bottled, or par.'kageg or bottled without
rectification,

“(3) the kind and quantity of distilled spirits and wines
removed from his premises,

“(4) the receipt, use, and balance on hand of all stamps re-
quired by law or regulations to be used by him, and

“(5) such additional information as may by regulations be
required.

“(e) REPonTs.-—Everly person required to keep records under sub-
section (a) or (b) shall render such reports covering his operations,
at such times and in such form and manner and containing such infor-
mation, as the Secretary or his delegate shall by regulation prescribe.

“(d) PreservaTion anp InspecrioN.—The records required by sub-
section (a) and (b), and a copy of each report required by subsection
(¢) shall be kept on the premises where the operations covered by the
record are carried on and shall be available for inspection by any
internal revenue officer during business hours, and shall be preserved
by the person required to keep such records and reports for such period
as the Secretary or his delegate shall by regulations prescribe.

“(e) PENALTY.—

“For bsmmlt.y and forfeiture for refusal or neglect to keep records

required under this section, or for false entries therein, see sec-
tions 5603 and 5615 (5).
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“PART II—OPERATIONS ON BONDED PREMISES

“Subpart A. General.
“Subpart B. Production.
“Subpart C. Storage.
“Subpart D. Denaturation.

“Subpart A—General

“See. 5211, Production and entry of distilled spirits.

“Sec, 5212, Transfer of distilled spirits between bonded premises.

“Soe, 5213, Withdrawal of distilled spirits from bonded premises on
determination of tax.

“Seec. 5214. Withdrawal of distilled spirits from bonded premises
free of tax or without payment of tax.

“8ec. 5215. Return of tax determined distilled spirits to bonded
premisges.

“Sec. 5216. Regulation of operations.

“SEC. 5211. PRODUCTION AND ENTRY OF DISTILLED SPIRITS.

“Distilled spirits in the process of production in a distilled spirits
plant may be held prior to the production gauge only for so long as
1s reasonably necessary to complete the process of production. Under
such regulations as the Secretary or his delegate shall prescribe, all
distilled spirits produced in a distilled spirits plant shall be gauged
and a record made of such gauge within a reasonable time after the
production thereof has been completed. The proprietor shall, pur-
suant to such production gauge and in accordance with such regula-
tions ai% the Secretary or his delegate shall prescribe, make appropriate
entry for—

2 “}1) deposit of such spirits in storage on bonded premises;
“(2) withdrawal upon determination of tax as authorized by
law;
“(3) withdrawal under the provisions of section 5214;
“(4) transfer for redistillation under the provisions of sec-
tion 5223 ; or
“(5) immediate denaturation,
“SEC. 5212. TRANSFER OF DISTILLED SPIRITS BETWEEN BONDED
PREMISES.

“Distilled spirits on which the internal revenue tax has not been
paid or determined as authorized by law may, under such regula-
tions as the Secretary or his delegate shall preseribe, be transferred
in bond between bonded premises in any approved container. For
the purposes of this chapter, the removal of distilled spirits for trans-
fer in bond between bonded premises shall not be construed to be
a withdrawal from bonded premises.

“SEC, 5213. WITHDRAWAL OF DISTILLED SPIRITS FROM BONDED
PREMISES ON DETERMINATION OF TAX.

“On application to the Secretary or his delegate and subject to the
provisions of section 5174 (a), tiyistilled spirits may be withdrawn
from the bonded premises of a distilled spirits plant on payment
or determination of tax thereon, in approved containers, under such
regulations as the Secretary or his delegate shall preseribe.

“SEC, 5214, WITHDRAWAL OF DISTILLED SPIRITS FROM BONDED
PREMISES FREE OF TAX OR WITHOUT PAYMENT OF
TAx‘

“(a) Pureoses.—Distilled spirits on which the internal revenue tax

has not been paid or determined may, subject to such regulations as
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the Secretary or his delegate shall prescribe, be withdrawn from the

bonded premises of any distilled spirits plant in approved containers—

“(1) freeof tax after denaturation of such spirits in the manner
preseribed by law for—

“(A) exportation;

“(B) use in the manufacture of ether, chloroform, or other
definite chemical substance where such distilled spirits are
changed into some other chemical substance and do not appear
in the finished product; or

“(C) any other use in the arts and industries (except for
uses prohibited by section 5273 (b) or (d)) and for fuel, light,
and power; or

“(2) free of tax by, and for the use of, the United States or any
governmental agency thereof, any State or Territory, any political
subdivision of a State or Territory, or the District of Columbia,
for nonbeverage purposes; or

“(8) free of tax for nonbeverage purposes and not for resale or
use in the manufacture of any pmﬁuct forsale—

“(A) for the use of any educational organization described
in section 503 (b) (2) which is exempt from income tax under 26 USC 503,501,
section 501 (a), or for the use of any scientific university or

college of learning;
ol %B) for any Faboratm'y for use exclusively in scientific
research ;
“(C) for use at any hospital, blood bank, or sanitarium
(including use in making any analysis or test at such hospital,
blood bank, or sanitarium), or at any pathological laboratory
exclusively engaged in making analyses, or tests, for hospitals
or sanitariums; or
“(D) for the use of any clinic operated for charity and not
for profit pncluding use in the compounding of bona fide
medicines for treatment outside of such clinics of patients
thereof) ; or
“(4) without payment of tax for exportation, after making
such application and entries, filing such bonds as are required
by section 5175, and complying with such other requirements
as may by regulations be prescribed ; or
“(5) without payment of tax for use in wine production, as
authorized by section 5373 ; or
“(6) without payment of tax for transfer to manufacturing
bonded warehouses, as authorized by section 5522 (a); or
“(7) without payment of tax for use of certain vessels and
aireraft, as authorized by law; or
“(8) without payment of tax for transfer to foreign-trade
zones, as authorized by law ; or
“(9) free of tax for use as samples in making tests or labora-
tory analyses,
“(b) Cross REFERENCES.—

“(1) For provisions relating to denaturation, see sections 5241
and 5242,

“(2) For Provisions requiring permit for users of distilled spirits
withdrawn free of tax and for users of specially denatured distilled
spirits, see section 5271.

“(3) For provisions relating to withdrawal of distilled spirits
without payment of tax for use of certain vessels and aircraft, as

authorized by law, see 19 U. S, C. 1309.
“(4) For provisions relating to foreign-trade zones, see 19

U. S. C. 8le.
“(5) For provisions authorizing lations for withdrawal of
tdiistil'}gili“.slnirits free of tax for use of the United States, see sec-
on

“(6) For provisions authorizing removal of distillates to bonded
wine cellars for use in the production of distilling material, see
section 5373 (c).
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“SEC. 5215. RETURN OF TAX DETERMINED DISTILLED SPIRITS TO
BONDED PREMISES.

“(a) GeNerarL—On such application and under such regulations
as the Secretary or his delegate may prescribe, distilled spirits with-
drawn from bonded premises in bulk containers on or after July 1,
1959, on payment or determination of tax may be returned to the
bonded premises of a distilled spirits plant, if such spirits have been
found to be unsuitable for the purpose for which intended to be used
before any processing thereof and before removal from the original
container in which such distilled spirits were withdrawn from bonded
premises. Such returned distilled spirits shall immediately be re-
distilled or denatured, or may, in lieu of redistillation or denatura-

tion, be minfled on bonded premises as authorized in section 5234 (a)

(1) (A), (a) (1) (D), or (a) (1) (E). All provisions of this chap-
ter applicable to distilled spirits in bond shall be applicable to dis-
ti]]edp spirits returned to bonded premises under the provisions of this
section on such return,

“(b) DistiLLep Seirits WrrHDRAWN BY PIPELINE.—In the case of
distilled spirits removed by pipeline, ‘original container in which
such disti]?ed spirits were witﬁdll)'awn from bonded premises’ as used
in this section shall mean the bulk tank into which the distilled spirits
were originally deposited from pipeline, and the permitted return of
the spirits te on(ied premises may be made by pipeline or by other
ap‘vaed containers.

(e) Cross REFERENCE.—
“For provisions relating to the remission, abatement, credit, or

refund of tax on distilled spirits returned to bonded premises under
provisions of this section, see section 5008 (d).

“SEC. 5216. REGULATION OF OPERATIONS.

“For general provisions relating to operations on bonded premises
see part I of this subchapter.

“Subpart B—Production

“See. 5221. Commencement, suspension, and resumption of opera-
tions.

“Sec. 5222. Production, receipt, removal, and use of distilling
materials.

“Sec. 5223. Redistillation of spirits.

“SEC. 5221. COMMENCEMENT, SUSPENSION, AND RESUMPTION OF
OPERATIONS.

“(a) CoMMENCEMENT, SUSPENSION, AND Resumpriox.—The pro-
prietor of a distilled spirits plant authorized to produce distilled spirits
chall not commence production operations until an internal revenue
officer has been assigned to the premises. Any proprietor of a distilled
spirits plant desiring to suspend production of distilled spirits shall
give notice in writing to the Secretary or his delegate, stating when
he will suspend such operations. Pursuant to such notice, an internal
revenue officer shall take such action as the Secretary or his delegate
shall prescribe to prevent the production of distilled spirits. No
proprietor, after having given such notice, shall, after the time stated
therein, produce distilled spirits on such premises until he again gives
notice in writing to the Secretary or his delegate stating the time when
he will resume operations. At the time stated in the notice for
resuming such operations an internal revenue officer shall take such
action s is necessary to permit operations to be resumed. 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 or his delegate shall pre-
scribe regulations to govern such cases of involuntary suspension.
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“(b) PENALTY.—

“For penalty and forfeiture for carrying on the business of dis-
tiller after having given notice of suspension, see sections 5601 (a)
(14) and 5615 (3).

“SEC. 5222. PRODUCTION, RECEIPT, REMOVAL, AND USE OF DISTILL-

ING MATERIALS,

“(a) PropuctioN, REMovAL, AND Use.—

“(1) No mash, wort, or wash fit for distillation or for the pro-
duction of distilled spirits shall be made or fermented in any
building or on any premises other than on the bonded premises
of a distilled spirits plant duly authorized to produce distilled
spirits according to law; and no mash, wort, or wash so made or
fermented shall be removed from any such premises before being
distilled, except as authorized by the Secretary or his delegate;
and no person other than an authorized distiller shall, by distilla-
tion or any other process, produce distilled spirits from any mash,
wort, wash, or other material. .

“(2) Nothing in this subsection shall be construed to apply to—

“(A) authorized operations performed on the premises of
vinegar plants established under part I of subchapter H;

“(B) authorized production and removal of fermented
materials produced on authorized brewery or bonded wine
cellar premises as provided by law;

“(C) products exempt from tax under the provisions of
section 5042; or

“(D) fermented materials used in the manufacture of
vinegar by fermentation.

“(b) Recerpr.—Under such regulations as the Secretary or his
delegate may prescribe, fermented materials to be used in the produc-
tion of distilled spirits may be received on the bonded premises of a
distilled spirits plant authorized to produce distilled spirits as
follows—

“(1) from the premises of a bonded wine cellar authorized to
remove such material by section 5362 (¢) (6);

“(2) conveyed without payment of tax from contiguous brew-
ery premises where produced; or

“(3) cider exempt from tax under the provisions of section
5042 (a) (1).

“(¢) ProcessiNng or Distiniep Seirits (CoNTAINING EXTRANEOUS
SurstaNces.—The Secretary or his delegate may by regulations pro-
vide for the removal from the distilling system, and the addition to
the fermented or unfermented distilling material, in the production
facilities of a distilled spirits plant, of distilled spirits containing
substantial quantities of fusel oil or aldehydes, or other extraneous
substances,

“(d) PeNapry.—

“For penalty and forfeiture for unlawful production, removal, or
use of material fit for distillation or for the production of distilled
spirits, and for penalty and forfeiture for unlawful production of
distilled spirits, see sections 5601 (a) (7), 5601 (a) (8), 5601 (b) (3),
5601 (b) (4), and 5615 (4).

“SEC. 5223. REDISTILLATION OF SPIRITS.

“(a) Semirs oN Boxpep Premises.—The proprietor of a distilled
spirits plant authorized to produce distilled spirits may, under such
regulations as the Secretary or his delegate shall prescribe, redistill
any distilled spirits which have not been withdrawn from bonded
premises.

“(b) DisriLep Seirrrs RETUrRNED ror REDISTILLATION.—Distilled
spirits which have been lawfully removed from bonded premises free
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of tax or without payment of tax may, under such regulations as the
Secretary or his delegate may prescribe, be returned for redistillation
to the bonded premises of a distilled spirits plant authorized to pro-
duce distilled spirits.

“(¢) Drxaturep Distinrep Spirrrs.—Distilled spirits recovered by
the redistillation of denatured distilled spirits may not be withdrawn
from bonded premises except for industrial use or after denaturation
thereof in the manner prescribed by law.

“(d) Propucts or RepistiLLaTioN.—All distilled spirits redistilled
on bonded premises subsequent to production gauge shall be treated
the same as if such spirits had been originally produced by the redis-
tiller and all provisions of this chapter applicable to the original
production of distilled spirits shall be applicable thereto. Any prior
obligation as to taxes, liens, and bonds with respect to such distilled
spirits shall be extinguished on redistillation. Nothing in this sub-
section shall be construed as affecting any provision of law relating to
the labeling of distilled spirits or as limiting the authority of the
Secretary or his delegate to regulate the marking, branding, or identi-
fication of distilled spirits redistilled under this section. The process-
ing of distilled spirits, subsequent to production gauge, in the manu-
facture of vodka in the production facilities of a distilled spirits plant
shall be treated for the purposes of this subsection, subsection (a),
and sections 5025 (d) and 5215 as redistillation of the spirits.

“Subpart C—Storage

“Sec. 5231. Entry for deposit in storage.
“See, 5232. Tmported distilled spirits.
“Sec. 5233. Bottling of distilled spirits in bond.
“‘Sec. 5234. Mingling and blending of distilled spirits.
“See. 5235. Bottling of aleohol for industrial purposes.
“Sec. 5236. Discontinnance of storage facilities and transfer of
distilled spirits.
“SEC. 5231. ENTRY FOR DEPOSIT IN STORAGE.

“(a) GeneraL.—All distilled spirits entered for deposit in storage
under section 5211 shall, under such regulations as the Secretary or
his delegate shall preseribe, be deposited in storage facilities on the
bonded premises designated in the entry for deposit.

“(b) Cross REFERENCE.—

“For provisions requiring that all distilled spirits entered for
deposit be withdrawn within 20 years from date of original entry
for deposit, see section 5006 (a) (2).
“SEC. 5232. IMPORTED DISTILLED SPIRITS.

“Imported distilled spirits of 185 degrees or more of proof (or
spirits of any proof imported for any purpose incident to the require-
ments of the national defense) may, under such regulations as the
Secretary or his delegate shall prescribe, be withdrawn from customs
custody, and transferred to the bonded premises of a distilled spirits
plant, for nonbeverage use, without payment of the internal revenue
tax imposed on imported distilled spirits by section 5001. Such
spirits may be redistilled or denatured and may, without redistillation
or denaturation, be withdrawn for any purpose authorized by this
chapter, in the same manner as domestic distilled spirits.

“SEC. 5233. BOTTLING OF DISTILLED SPIRITS IN BOND.

“(a) GexeraL—Distilled spirits stored on bonded premises which
have been duly entered for bottling in bond before determination of
tax or for bottling in bond for export, shall be dumped, gauged,
bottled, packed, and cased in the manner which the Secretary or
his delegate shall by regulations preseribe. Such bottling, packing,
and casing shall be conducted in the separate facilities provided there-
for under section 5178 (a) (4) (A).
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“(b) BorrLine REQUIREMENTS —

“(1) The proprietor of a distilled spirits plant who has made
entry for wnth&rm\‘nl of distilled spirits for bottling in bond
may, under such regulations as the Secretary or his delegate shall
prescribe,

“(A) remove extraneous insoluble materials, and effect
minor changes in the soluble color or soluble solids solely
by filtrations or other physical treatments (which do not
involve the addition ofp any substance which will remain
incorporated in the completed product), as may be necessar
or desirable fo produce a stable product, provided suc
changes shall not exceed maximum limitations prescribed
unger regulations issued by the Secretary or his delegate,
an:

“(B) reduce the proof of such spirits by the addition
of pure water only to 100 proof for spirits for domestic
use, or t?‘l not less than 80 proof for spirits for export pur-

an

“(C) mingle, when dumped for bottling, distilled spirits
of the same kind, differing only in proof, produced in the
same distilling season by the same distiller at the same
distillery.

“(2) Nothing in this section shall authorize or permit an
mingling of different products, or of the same products of dif-
ferent 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.

“(3) Distilled spirits (except gin and vodka for export) shall
not be bottled in bond until they have remained in bond in wooden
containers for at least 4 years.

“(4) Nothing in this section shall authorize the labeling of
spirits in bottles contrary to regulations issued pursuant to the
Federal Alcohol Administration Act (49 Stat. 977; 27 U. S. C,,
chapter 8), or any amendment thereof.

“(¢) TrapEmarks oN Borrues.—No trademarks shall be {)ut 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) RervrNy oF Borrrep Distiinep Spirits For REBOTTLING,
RerasrLING, or REsTAMPING —Tnder such regulations as the Secretary
or his delegate shall prescribe, distilled spirits which have been bottled
under this section and removed from bonded premises may, on appli-
cation to the Secretary or his delegate, be returned to bonded premises
for rebottling, relabeling, or restamping, and tax under section
5001 (a) (1) shall not again be collected on such spirits,

“(e) (Cross REFERENCES.—

“(1) For provisions relating to stamps and stamping of distilled

spirits bottled in bond, see section 5205.

“(2) For provisions relating to marking or branding of cases of

distilled spirits bottled in bond, see section 5206.

“SEC. 5234. MINGLING AND BLENDING OF DISTILLED SPIRITS.

*(a) MinerLiNg or DistirLep Seirirs on Boxpep PrEmises.—

“(1) Ix cenerar.—Under such regulations as the Secretary or
his delegate shall prescribe, distilled spirits may be mingled on
bonded premises if such spirits—

“(A) were distilled at 190 degrees or more of proof ;

“(B) are heterogeneous and are being dumped for gauging
in bulk gauging tanks for immediate removal to bottling
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premises for use exclusively in taxable rectification or
rectification under section 5025 (f);

“(C) are homogeneous;

“(D) are for immediate denaturation or immediate
removal for an authorized tax-free purpose; or

“(E) are for immediate redistillation.

“(2) CoNSOLIDATION OF PACKAGES FOR FURTHER STORAGE IN
BoND.—Under such regulations as the Secretary or his delegate
shall prescribe, distilled spirits—

Y %A of the same kind,

“
3

B) distilled at the same distillery,
C) distilled by the same proprietor (under his own or
any trade nnme{ , and
‘(D) which have been stored in internal revenue bond in
the same kind of cooperage for not less than 4 years (or 2
years in the case of rum or brandy),
may, within 8 years of the date of original entry for deposit of
the spirits, be mingled on bonded premises for further storage in
bond in as many as necessary of the same packages in which the
spirits were stored before consolidation. ere distilled spirits
produced in different distilling seasons are mingled under this
paragraph, the mingled spirits shall consist of not less than 10
percent of spirits of each such season. No spirits mingled under
the provisions of this paragraph shall be again mingled under the
provisions thereof until at%east one fye:a.r has elaps]e]g since the last
prior minglin% For purposes of this chapter, the date of
original entry for deposit of the spirits mingled under the pro-
visions of this paragraph shall be the date of original entry for
deposit of the youngest spirits contained in the mingled spirits,
and the distilling season of such mingled spirits shalfbe the dis-
tilling season of the youngest spirits contained therein. Not-
withstanding any other provisions of law, distilled spirits mingled
under this paragraph may be bottled and labeled the same as if
such spirits had not been so mingled. No statement claiming or
implyin, age in excess of that of the youngest spirits contained in
the mingled spirits shall be made on any stamp or label or in any
advertisement.

“(b) MiNgLiNg oF DistiLep SpiriTs FOrR NATIONAL DEFENSE.—
Under such regulations as the Secretary or his delegate shall prescribe
distilled spirits may be mingled on bonded premises or in the course o
removal therefrom, for any purpose incident to the national defense.

“(¢) BrEnping oF BeEvErace Rums or Branxpres.—Fruit brandies
distilled from the same kind of fruit at not more than 170 degrees of
proof may, for the sole purpose of perfecting such brandies accordin
to commercial standards, be mixed or blended with each other, or wit
any such mixture or blend, on bonded premises. Rums may, for the
sole purpose of perfecting them according to commercial standards,
be mixed or blended with each other, or with any such mixture or
blend, on bonded premises. Such rums or brandies so mixed or blended
may be packaged, stored, transported, transferred in bond, withdrawn
free of tax, withdrawn upon payment or determination of tax, or be
otherwise disposed of, in the same manner as rums or brandies not so
mixed or blended. The Secretary or his delegate may make such rules
o;‘r regulations as he may deem necessary to carry this subsection into
effect,

“(d) Cross REFERENCE.—

“For provisions imposing a tax on the blending of beverage
rums or brandies under subsection (c), see section 5023.



72 8TAT.] PUBLIC LAW 85-8568—8EPT. 2, 1958

“SEC. 5235. BOTTLING OF ALCOHOL FOR INDUSTRIAL PURPOSES.

“Alcohol for industrial purposes may be bottled, stamped, labeled,
and cased on bonded premises of a distilled spirits plant prior to pay-
ment or determination of tax, under such regulations as the Secretar
or his delegate may prescribe. The provisions of seetions 5178 ( a{
(4) (A),5205 (a) (1), and 5233 ﬁrelating to the bottling of distilled
spirits in bond) shall not be applicable to alecohol bottled, stamped,
and labeled as such under this section.

“SEC. 5236. DISCONTINUANCE OF STORAGE FACILITIES AND TRANS-
FER OF DISTILLED SPIRITS.

“When the Secretary or his delegate finds any facilities for the
storage of distilled spirits on bonded premises to be unsafe or unfit
£or use, or the spirits contained therein subject to %reat loss or wastage,
he may require the discontinuance of the use of such facilities an
require the spirits contained therein to be transferred to such other
storage facilities as he may designate. Such transfer shall be made at
such time and under such supervision as the Secretary or his delegate
may require and the expense of the transfer shall be paid by the owner
or the warehouseman of the distilled spirits. Whenever the owner of
such distilled spirits or the warehouseman fails to make such transfer
within the time prescribed, or to pay the just and proper expense of
such transfer, as ascertained and determined by the Secretary or his
delegate, such distilled spirits may be seized and sold by the Secretary
or his delegate in the same manner as ﬁzoods are sold on distraint for
taxes, and the proceeds of such sale shall be applied to the Yayment 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 distilled
spirits.

“Subpart D—Denaturation

“Bee, 5241, Authority to denature.
“Sec. 5242, Denaturing materials.
“Sec. 5243. Sale of abandoned spirits for denaturation without col-
lection of tax.
“Sec. 5244, Cross references.
“SEC. 5241. AUTHORITY TO DENATURE.

“Under such regulations as the Secretary or his delegate shall pre-
scribe, distilled spirits may be denatured on the bonded premises of any
distilled spirits plant operated by a proprietor who is authorized to
produce dlﬁti]letf spirits at such plant or on other bonded premises.
Any other person operating bonded premises may, at the discretion of
the Secretary or his delegate and under such regulations as he may
prescribe, be authorized to denature distilled spirits on such bonded
premises. Distilled spirits to be denatured under this section shall be
of such kind and of such degree of proof as the Secretary or his dele-
gate shall by regulations prescribe.

“SEC. 5242. DENATURING MATERIALS.

“Methanol or other denaturing materials suitable to the use for
which the denatured distilled spirits are intended to be withdrawn
shall be used for the denaturation of distilled spirits. Denaturing
materials shall be such as to render the spirits with which they are
admixed unfit for beverage or internal human medicinal use. The
character and the quantity of denaturing materials used shall be as
prescribed by the Secretary or his delegate by regulations.
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“SEC. 5243. SALE OF ABANDONED SPIRITS FOR DENATURATION WITH-
OUT COLLECTION OF TAX.

“Notwithstanding any other provision of law, any distilled spirits
abandoned to the %nited States may be sold, in such cases as the
Secretary or his delegate may by regulation provide, to the proprietor
of any distilled spirits plant fzr (ﬁanaturatlon, or redistillation and
denaturation, without the payment of the internal revenue tax thereon.

“SEC. 5244. CROSS REFERENCES.

“(1) For fpri:n?'iaiilms authorizing the withdrawal from the bonded
premises of a distilled spirits plant of denatured distilled spirits,
see section 5214 (a) (1).

“(2) For provisions requiring a permit to procure specially dena-
tured distilled spirits, see section 5271.

“PART III—OPERATIONS ON BOTTLING PREMISES

“Bee. 5251. Notice of intention to rectify.
“Sec. 5252. Regulation of operations.
“SEC. 5251. NOTICE OF INTENTION TO RECTIFY.

“The Secretaxg or his delegate may by regulations require the pro-
prietor of any distilled spirits plant authorized to rectify distilled
spirits or wines to give notice of his intention to rectify or compound
any distilled spirits or wines. Any notice so required shall be in
such form, shall be submitted at such time, and shall contain such
information as the Secretary or his delegate may by regulations
prescribe.

“SEC. 5252. REGULATION OF OPERATIONS.

“(1) For general provisions relating to operations on bottling
premises, see part I of this subchapter.

“(2) For provisions relating to bottling and packaging of wines
on bottling premises, see section 5363.

“Subchapter D—Industrial Use of Distilled Spirits

“Sec., 5271. Permits.
“Sec. 5272. Bonds.
“Sec. 5273, Sale, use, and recovery of denatured distilled gpirits.
“Sec. 5274. Applicability of other laws.
“Seec. 5275. Records and reports.
“SEC, 5271. PERMITS.
“(a) RequiremeNTs.—No person shall—

“(1) procure or use distilled spirits free of tax under the pro-
visions of section 5214 (a) (2) or (3) ; or

“(2) procure, deal in, or use specially denatured distilled
spirits; or

“(3) recover specially or completely denatured distilled spirits,

until he has filed an application with and received a permit to do so
from the Secretary or his delegate,
“(b) Fory or erucxrmn AND PerMaT.—

“(1) The application required by subsection &a) shall be in
such form, shall be submitted at such times, and shall contain
such information, as the Secretary or his delegate shall by reg-
lations prescribe.

“(2) Permits under this section shall, under such regulations
as the Secretary or his delegate shall prescribe, designate and
limit the acts which are permitted, and the place where and time
when such acts may be performed. Such permits shall be issued
in such form and under such conditions as the Secretary or his
delegate may by regulations prescribe,

“(¢) DisapprovaL oF APPLICATION.—Any application submitted
under this section may be disapproved and the permit denied if the
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Secretary or his delegate, after notice and opportunity for hearing,
finds that—

“(1) in case of an application to withdraw and use distilled
spirits free of tax, the applicant is not authorized by law or
regulations issued pursuant thereto to withdraw or use such dis-
ti]%:d spirits; or

“(2) the applicant (including, in the case of a corporation,
any officer, director, or principal stockholder, and, in the case of
a partnership, a partnerl; is, by reason of his business experience,
financial standing, or trade connections, not likely to maintain
operations in compliance with this chapter; or

“(3) the applicant has failed to disclose any material infor-
mation required, or made any false statement as to any material
fact, in connection with his application; or

“(4) the premises on which it is proposed to conduct the
business are not adequate to protect the revenue.

“(d) Cua~ees Arrer IssuaNce oF Permit.—With respect to any
change relating to the information contained in the application for
a permit issued under this section, the Secretary or his delegate may
by regulations require the filing of written notice of such chsn§e and
where the change affects the terms of the permit, require the filing of
an amended application.

“(e) SuspensioN or REvocation.—If, after notice and hearing, the
Secretary or his delegate finds that any person holding a permit issued
under this section—

“(1) has not in good faith complied with the provisions of this
chapter or regulations issued thereunder; or

“(2) has violated the conditions of such permit ; or

“(3) has made any false statement as to any material fact in
his application therefor; or

“(4%uhas failed to disclose any material information required
to be furnished; or

“(5) has violated or conspired to violate any law of the United
States relating to intoxicating liquor, or has been convicted of any
offense under this title punishable as a felony or of any conspiracy
to commit such offense; or

“(6) is, in the case of any person who has a permit under sub-
section (a) (1) or (a) (2), by reason of his operations, no longer
warranted in procuring or using the distilled spirits or specially
denatured distilled spirits authorized by his permit; or

“(7) has, in the case of any person who has & permit under
subsection (a) (2), manufactured articles which do not corre-
spond to the descriptions and limitations preseribed by law and
regulations; or

“(8) has not engaged in any of the operations authorized by
the permit for a period of more than 2 years;

such permit may, in whole or in part, be revoked or be suspended for
such period as the Secretary or his delegate deems proper.

“(f) Durarion or PerMrirs.—Permits issued under this section,
unless terminated by the terms of the permit, shall continue in effect
until suspended or revoked as provided in this section, or until volun-
tarily surrendered.

“(g) Posring or Permits.—Permits issued under this section, to
use distilled spirits free of tax, to deal in or use specially denatured
distilled spirits, or to recover specially or completely denatured dis-
tilled spirits, shall be kept posted available for inspection on the
premises covered by the permit.

“(h) Recurarions.—The Secretary or his delegate shall prescribe
all necessary regulations relating to issuance, denial, suspension, or
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revocation, of permits under this section, and for the disposition of
distilled spirits (including specially denatured distilled spirits)
procured under permit pursuant to this section which remain unused
when such permit is no longer in effect.

“SEC. 5272. BONDS.

“(a) ReQuremMENTS.—Before any permit required by section 5271
(a) is granted, the Secretary 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.

“(b) Exceprions.—No bond shall be required in the case of permits
issued to the United States or any governmental agency thereof, or to
the several States and Territories or any political subdivision thereof,
or to the District of Columbia.

“SEC. 5273. SALE, USE, AND RECOVERY OF DENATURED DISTILLED
SPIRITS.

“(a) Useor SpeciaLLy DENATURED DISTILLED SPIRITS.—Any person
using specially denatured distilled spirits in the manufacture of
articles shall file such formulas and statements of process, submit
such samples, and comﬁly with such other requirements, as the Secre-
tary or his delegate shall by regulations prescribe, and no person
shall use specially denaturedy distilled spirits in the manufacture or
production of any article until approval of the article, formula, and
process has been obtained from the Secretary or his delegate.

“(b) InTERNAL MEDICINAL PREPARATIONS AND FrLAVORING Ex-
TRACTS.—

“(1) Ma~uracTure.—No person shall use denatured distilled
spirits in the manufacture of medicinal preparations or flavoring
extracts for internal human use where any of the spirits remains
in the finished produect. _

“(2) Sare.—No person shall sell or offer for sale for internal
human use any medicinal preparations or flavoring extracts
manufactured from denatured distilled spirits where any of the
spirits remains in the finished product.

“(¢) Recoviry or SP'RITS FOR REUSE 1IN MaNUFAcTURING.—Manu-
facturers employing processes in which denatured distilled spirits
withdrawn under section 5214 (a) (1) are expressed, evaporated, or
otherwise removed, from the articles manufactured shall be permitted
to recover such distilled spirits and to have such distilled spirits
restored to a condition suitable solely for reuse in manufacturing
processes under such regulations as the Secretary or his delegate may
preseribe.

“(d) Prommitep WITHDRAWAL oR SanLE—No person shall with-
draw or sell denatured distilled spirits, or sell any article containing
denatured distilled spirits for beverage purposes.

“(e) Cross REFERENCES.—

“(1) Fo:esenaiitf and forfeiture for unlawful use or concealment
of denatured distilled splritn]!ee section 5607. p

“(2) For applicability of rovisions of law relating to distilled

irits that are not dmture{ including those requi payment
of tax, to denatured distilled spirits or articles produced, with-
drawn, sold, transported, or used in violation of law or regulations,
see section 5001 (a) (6).

“(3) For definition of ‘articles’, see section 5002 (a) (11).

“SEC. 5274. APPLICABILITY OF OTHER LAWS.

“The provisions, including penalties, of sections 9 and 10 of the
Federal Trade Commission Act (15 U. S. C.,, secs, 49, 50), as now or
hereafter amended, shall apply to the jurisdiction, powers, and duties
of the Secretary or his delegate under this subtitle, and to any person
(xtl'Jhgat-lller or not a corporation) subject to the provisions of this
subtitle,
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“SEC. 5275. RECORDS AND REPORTS.

“Every person procuring or using distilled spirits withdrawn under
section 5214 (a) (2) or (3), or procuring, dealing in, or using spe-
cially denatured distilled spirits, or recovering specially denatured
or completely denatured distilled spirits, shall keep such records and
file sucﬁ reports of the receipt and use of distilled spirits withdrawn
free of tax, of the receipt, disposition, use, and recovery of denatured
distilled spirits, the manufacture and disposition of articles, and such
other information as the Secretary or his delegate may by regulations
require, The Secretary or his delegate may require any person re-
processing, bottling, or repackaging articles, or dealing in completely
denature distilleg spirits or articles, to keep such records, submit
such reports, and comgiy with such other requirements as he may
by regulations prescribe. Records required to be kept under this
section and a copy of all rell):vorts required to be filed shall be preserved
as regulations shall prescribe and shall be kept available for inspection
by any internal revenue officer durin% business hours. Such officer
may also inspect and take samples of distilled spirits, denatured dis-
tilled spirits, or articles (including any substances for use in the
manufacture thereof), to which such records or reports relate.

“Subchapter E—General Provisions Relating to
Distilled Spirits

“Part I. Return of materials used in the manufacture or recovery
of distilled spirits.

“Part II. Regulation of traffic in containers of distilled spirits.

“Part III. Miscellaneous provisions.

“PART I—RETURN OF MATERIALS USED IN THE MAN-
UFACTURE OR RECOVERY OF DISTILLED SPIRITS

“Sec. 5291. General.
“SEC. 5291. GENERAL.

“(a) RequiremenT—Every person disposing of any substance of
the character used in the manufacture of distilled spirits, or disposing
of denatured distilled spirits or articles from which distilled spirits
may be recovered, shall, when required by the Secretary or his dele-
gate, render a correct return, in such form and manner as the Secre-
tary or his delegate may by regulations prescribe, showing the name
and address of the person to wsglom each 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 dis-
position, as will enable the Secretary or his delegate to determine
whether all taxes due with respect to any distilled spirits manufac-
tured or recovered from any such substance, denatured distilled
spirits, or articles, have been paid. Every person required to render
a return under this section shall keep such records as will enable such
person to render a correct return. Such records shall be preserved
for such period as the Secretary or his delegate shall by regulations
prescribe, and shall be kept available for inspection by any internal
revenue officer during business hours.

“(b) Cross REFERENCES.—

6;(1) For the definition of distilled spirits, see section 5002 (a)

“(2) For the definition of articles, see section 5002 (a) (11).
“(3) For penalty for violation of subsection (a), see section 5605,
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“PART II—REGULATION OF TRAFFIC IN CONTAINERS
OF DISTILLED SPIRITS
“Bec. 5301. General.
“SEC. 5301. GENERAL.

“(a) RequmemeNTs—Whenever in his judgment such action is
necessary to protect the revenue, the Secretary or his delegate is author-
ized, by the regulations prescribed by him and permits issued there-
under 1f required by him—

¥(1) to regulate the kind, size, branding, marking, sale, resale,
possession, use, and reuse of containers (of a capacity of not more
than 5 wine gallons) designed or intended for use for the sale of
distilled spirits (within the meaning of such term as it is used in
section 5002 (a) (6)) 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 keepin
of such records, and the filing of such reports as may be deeme
by him reasonably necessary in connection therewith.
Any requirements 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 liable for tax under the internal revenue laws as
to persons so liable.

“(b) Disrosition.—Every person disposing of containers of the
character used for the packaging of distilled spirits shall, when re-
quired by the Secretary or his delegate, for protection of the revenue,
render a correct return, in such form and manner as the Secretary or
his delegate may by regulations prescribe, showing the name and
address of the person to whom each disposition was made, with such
details as to the quantities so disposed of or other information which
the Secretary or his delegate may require as to each such disposition.
Every person required to render a return under this section shall keep
such records as will enable such person to render a correct return.
Such records shall be {)reserved for such period as the Secretary or his
delegate shall by regulations prescribe, and shall be kept available for
illsPection by any internal revenue officer during business hours.

“(e) Rermnnine oF Liquor BorrLes.—No person who sells, or offers
for sale, distilled spirits, or agent or employee of such person, shall—

“(1) place in any liquor bottle any distilled spirits whatsoever
other than those contained in such bottle at the time of stamping
under the provisions of this chapter; or

“(2) possess any liquor bottle in which any distilled spirits
have been placed in violation of the provisions of paragraph (1)

“83) by the addition of any substance whatsoever to any liquor
bottle, in any manner alter or increase any portion of the original
contents contained in such bottle at the time of stamping under
the provisions of this chapter; or
“(4) possess any liquor bottle, any portion of the contents of
which has been altered or increased in violation of the provisions
of pa-ragra%h (3) 3 ’ ,
except that the Secretary or his delegate may by regulations authorize
the reuse of liquor bottles, under such conditions as he may by regu-
lations presecribe, if the liquor bottles are to be again stamped under
the provisions of this chapter. When used in this subsection the term
‘Tliquor bottle’ shall mean a liquor bottle or other container which has
been used for the bottling or packaging of distilled spirits under
regulations issued pursuant to subsection (a).
“(d) PeNaLTY.—

“For penalty for violation of this section, see section 5606.
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“PART III—MISCELLANEOUS PROVISIONS

“Sec. B311. Detention of containers.
“See. 5312. Productﬁgllll and use of distilled spirits for experimental
research,
“Sec. 5313. Withdrawal of distilled spirits from customs custody free
of tax for use of the United States.

“Sec. 5314. Special applicability of certain provisions,

“See, 5315. Status of certain distilled spirits on July 1, 1959.
“SEC. 5311. DETENTION OF CONTAINERS.

“It shall be lawful for any internal revenue officer to detain any
container containing, or supposed to contain, distilled spirits, wines, or
beer, when he has reason to believe that the tax imposed by law on
such distilled spirits, wines, or beer has not been paid or determined
us required by law, or that such container is being removed in violation
of law; and every such container may be held by him at a safe place
until it shall be 1lt.l}t;termimad whether the property so detained is liable
by law to be proceeded against for forfeiture; but such summary de-
tention shall not continue in any .case longer than 72 hours without
process of law or intervention of the officer to whom such detention is
to be reported.

“SEC. 5312. PRODUCTION AND USE OF DISTILLED SPIRITS FOR EXPERI-
MENTAL RESEARCH.

“(a) Scmenrtrric InsTITUTIONS AND COLLEGES OF LEARNING.—Under
such regulations as the Secretary or his delegate may preseribe and
on the ﬁiing of such bonds and applications as he may require, any
scientific universig', college of learning, or institution of scientific
research may produce, receive, blend, treat, test, and store distilled
spirits, without payment of tax, for experimental or research use but
not for consumption (other than organoleptic tests) or sale, in such
quantities as may be reasonably necessary for such urgoees.

“(b) ExpERIMENTAL DISTILLED SPIRITS PLANTS.H%H er such regu-
lations as the Secretary or his delegate may prescribe and on the filing
of such bonds and applications as he may require, experimental dis-
tilled spirits plants may, at the discretion of the Secret;:-iy or his
delegate, be established and operated for specific and limited periods
of time solely for experimentation in, or development of—

“(1) sources of materials from which distilled spirits may be
produced ;

“(2) processes by which distilled spirits may be produced
or refined ; or

“ I&3) industrial uses of distilled spirits,

“(c) Avrmorrry To Exempr.—The Secretary or his delegate may
by regulations provide for the waiver of any provision of this chapter
(other than this section) to the extent he deems necessary to effec-
tuate the purposes of this section, except that he may not waive the
payment of any tax on distilled spirits removed from any such uni-
versity, college, institution, or plant.

“SEC. 5313. WITHDRAWAL OF DISTILLED SPIRITS FROM CUSTOMS CUS-
TODY FREE OF TAX FOR USE OF THE UNITED STATES.
“Distilled spirits may be withdrawn free of tax from customs cus-
tody by the United States or any governmental agency thereof for
its own use for nonbeverage purposes, under such regulations as may
be prescribed by the Secretary or his delegate.
“SEC. 5314. SPECIAL APPLICABILITY OF CERTAIN PROVISIONS.
“(a) Puerro Rico.—

“(1) ArpricapiLity.—The provisions of this subsection shall
not apply to the Commonwealth of Puerto Rico unless the Legis-
lative Assembly of the Commonwealth of Puerto Rico expressly
consents thereto in the manner prescribed in the constitution of

98395-59-p7. 1-87
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the Commonwealth of Puerto Rico for the enactment of a law.

“(2) I~ eenEraL—Distilled spirits for the purposes author-
ized in section 5214 (a) (2) and (3), denatured distilled spirits,
and articles, as described in this paragraph, produced or manu-
factured in Puerto Rico, may be gmught. into the United States
free of any tax imposed by section 5001 (a) (4) or 7652 (a) (1)
for disposal under the same conditions as like spirits, denatured
gpirits, and articles, produced or manufactureg in the United

tates; and the provisions of this chapter and regulations pro-
mulgated thereunder (and all other provisions o% the internal
revenue laws applicable to the enforcement thereof, including the
penalties of special application thereto) relating to the produc-
tion, bonded warehousing, and denaturation of distilled spirits,
to the withdrawal of distilled spirits or denatured distilled spirits
and to the manufacture of articles from denatured distille
spirits, shall, insofar as applicable, extend to and apply in Puerto
Rico in respect of—
“(A) distilled spirits for shipment to the United States
for the purposes authorized in section 5214 (a) (2) and (3);
“(B) distilled spirits for denaturation;
g “(C) denatured distilled spirits for shipment to the United
tates;
“(D) denatured distilled spirits for use in the manufac-
ture of articles for shipment to the United States; and
“(E) articles, manufactured from denatured distilled
spirits, for shipment to the United States.

“(3) WITHDRAWALS AUTHORIZED BY PUERTO Rico.—Distilled
spirits (including denatured distilled spirits) may be withdrawn
from the bonded premises of a distilled spirits plant in Puerto
Rico pursuant to authorization issued under the laws of the Com-
monwealth of Puerto Rico; such spirits so withdrawn, and prod-
ucts containing such spirits so withdrawn, may not be brought
into the United States }ree of tax.

“(4) Costs OF ADMINISTRATION.—Any expenses incurred by
the Treasury Department in connection with the enforcement in
Puerto Rico of the provisions of this subtitle and section 7652 (a),
and regulations promulgated thereunder, shall be charged against
and retained out of taxes collected under this title in respect of
commodities of Puerto Rican manufacture brought into the
United States. The funds so retained shall be deposited as a
reimbursement to the appropriation to which such expenses were
originally charged.

“(b) Vircin IsLaNDs.—

“(1) I~ eeneranL—Distilled spirits for the purposes author-
ized in section 5214 (a) (2) and (3), denatured] distilled spirits,
and articles, as described in this paragraph, produced or manu-
factured in the Virgin Islands, may be brought into the United
States free of any tax imposed by section 7652 (b) (1) for dis-
posal under the same conditions as like spirits, denatured spirits,
and articles, produced or manufactured in the United States; and
the provisions of this chapter and regulations promulgated there-
under (and all other provisions of the internal revenue laws ap-
plicable to the enforcement thereof, including the penalties of
special application thereto) relating to the production, bonded
warehousing, and denaturation of distilled spirits, to the with-
drawal of fisti]led spirits or denatured distilled spirits, and to
the manufacture of articles from denatured distilled spirits, shall,
insofar as applicable, extend to and apply in the Virgin Islands in
respect of—
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“(A) distilled spirits for shipment to the United States
for the purposes authorized in section 5214 (a) (2) and (3);
il B; distilled spirits for denaturation ;

4 “(C) denatured distilled spirits for shipment to the United
tates;
s (Ds denatured distilled spirits for use in the manufacture
of articles for shipment to the United States; and
“(E) articles, manufactured from denatured distilled
spirits, for shipment to the United States.

# (‘)S Apvance o FuNps.—The insular government of the Vir-
gin Islands shall advance to the Treasury of the United States
such funds as may be required from time to time by the Secratarg
or his delegate for the purpose of defraying all expenses incurre
by the Trea.suliy Department in connection with the enforcement
in the Virgin Islands of paragraph (1) and regulations promul-
gated thereunder. 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
subsection.

i &3} REGULATIONS 188UED BY VIRGIN ISLANDS.—The Secretary or
his delegate may authorize the Governor of the Virgin Islands, or
his duly authorized agents, to issue or adopt such regulations, to
approve such bonds, and to issue, suspend, or revoke such permits,
as are necessary to carry out the provisions of this subsection.
When regulations have been issued or adopted under this para-
graph with concurrence of the Secretary or his delegate he may
exempt the Virgin Islands from any provisions of law and reg-
ulations otherwise made applicable by the provisions of paragrap
{1), except that denaturel(:i distilled spirits, articles, and distilled
spirits for tax-free purposes which are brought into the United
States from the Virgin Islands under the provisions of this sub-
section shall in all respects conform to the requirements of law
ffmd regulations imposed on like products of domestic manu-

acture.

“SEC. 5315. STATUS OF CERTAIN DISTILLED SPIRITS ON JULY 1, 1959.

“(a) I~ Reeisterep DistiLiEries, FRuir DISTILLERIES, AND INDUS-
RIAL Avcomor Pranms.—All distilled spirits which, at the close of
June 30, 1959, are in registered distilleries, registered fruit distilleries,
and industrial alcohol plants (including spirits received for redis-
tillation) and which have not been entered for deposit in storage in
internal revenue bond or for withdrawal (including transfer or with-
drawal for denaturation) as provided by law, shall be treated as if in
the process of production in a distilled spirits plant.

“(b) Propucep at Reeisterep Distinrertes, Frurr DISTILLERIES,
ANp INpustRIAL ALconon Prants.—All distilled spirits produced at
registered distilleries, registered fruit distilleries, or industrial aleohol
plants, which before July 1, 1959, have been entered for deposit in
storage in internal revenue bond (including distilled spirits withdrawn
for denaturation), and which immediately prior to such date are in
registered distilleries, registered fruit distilleries, industrial alecohol
plants, internal revenue bonded warehouses, industrial alecohol bonded
warehouses, industrial alcohol denaturing plants, and distiller
denaturing bonded warehouses, or in transit tEereto, shall be stored,
transferred, withdrawn, and used under the same conditions as like
distilled spirits or denatured distilled spirits produced in a distilled
spirits plant.

“(c) Wrtaprawx From Cusroms Custopy.—All imported distilled
spirits which before July 1, 1959, have been withdrawn from customs
custody without payment of the internal revenue tax for transfer to
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an industrial aleohol plant, industrial aleohol bonded warehouse or
industrial alcohol denaturing plant, and which immediately prior to
such date are in registered distilleries, registered fruit d’i,stilleries,
industrial alcohol plants, internal revenue bonded warehouses, indus-
trial alcohol bonded warehouses, and industrial alcohol denaturing
plants, or in transit thereto, shall be stored, transferred, withdrawn,
and used under the same conditions as like spirits withdrawn from
customs custody without payment of tax and transferred to the bonded
premises of a distilled spirits plant.

“(d) WireprawN Free oF Tax.—Distilled spirits which before
July 1, 1959, have been withdrawn free of tax for purposes similar
to those authorized under section 5214 (a) (1), (a) (2), or (a) (3),
as provided by law, by any person holding a permit for such with-
drawal, and which immediately prior to such date are lawfully in the
possession of, or in transit to, any person holding a permit to procure
or use distilled spirits (including speciall f! denatured distilled spirits)
free of tax or to deal in or recover specially denatured distilled spirits,
shall be treated as if withdrawn from the bonded premises of a dis-
tilled spirits plant under the applicable provisions of section 5214 (a)
(1), (2).(2), or (a) (3). o

“(e) WriraprawN For Use 1vy THE PropucTioN oF Wine.—Distilled
spirits which before July 1, 1959, have been withdrawn without pay-
ment of tax by the proprietor of a bonded wine cellar, as authorized
by law, for use in the production of wine, and which before such date
had not been used in the production of wine, shall be considered for
the purposes of section 5373 the same as if produced in a distilled
spirits plant and withdrawn under the provisions of section 5214

(a) (5).
“Subchapter F—Bonded and Taxpaid Wine Premises

“Part 1. Establishment.

“Part II. Operations.

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

“PART I—ESTABLISHMENT

“Sec. 5351. Bonded wine cellar.

“Sec. 5352. Taxpaid wine bottling house.

“Sec. 5353. Bonded wine warehouse,

“Sec. 5354. Bond.

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

“Sec. 5357. Premises.

“SEC. 5351. BONDED WINE CELLAR.

“Any person establishing premises for the production, blending.
cellar treatment, storage, bottling, packaging, or repackaging of
untaxpaid wine (other than wine produced exempt from tax under
section 5042), including the use of wine spirits in wine production,
shall, before commencing operations, make application to the Secre-
tary or his delegate and file bond and receive permission to operate.
Such premises shall be known as ‘bonded wine cellars’; except that
any such Fremises engaging in production operations may, in the dis-
cretion of the Secretary or his delegate, be designated as a ‘bonded
winery’.

“SEC. 5352, TAXPAID WINE BOTTLING HOUSE.

“An rson bottling, packaging, or repackaging taxpaid wines
ST A thont il aaise of & driotiod el b
shall, before commencing such operations, make application to the
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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 comialan 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, under regulations prescribed by the Secretary or his
delegate, 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 regulations 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
transit at any one time, but not less than $1,000 nor more than $50,000;
except 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.
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 an
such bond shall apply whether the transaction or operation on whic
the liability of the proprietor is based occurred on or off the proprie-
tor’s premises.

“SEC. 5355. GENERAL PROVISIONS RELATING TO BONDS,

“The provisions of section 5551 (relating to bonds) shall be appli-
cable to the bonds required under section 5354.

“SEC. 5356. APPLICATION.

“The application required by this part shall disclose, as regulations
issued by the Secretary or his delegate shall provide, such information
as may be necessary to enable the Secretary or his delegate to determine
the location and extent of the premises, the type of operations to be
condueted 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

“Sec. 5361. Bonded wine cellar operations.

“Sec. 5362, Removals of wine from bonded wine cellars
“Sec. 5363. Taxpaid wine bottling house operations,
“Sec. 5364. Standard wine premises.

“Sec, 5365. Segregation of operations.

“Sec. 5366. Supervision.

“Sec. 5367. Records.

“Seec. 5368. Gauging, marking, and stamping.

“Bec. 5369. Inventories.

“See. 5370. Losses.

“Sec. 5371. Insurance coverage, ete.

*Sec. 5372. Sampling.

“Sec. 58373. Wine spirits.
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“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 prescr:
bg the Secretary or his delegate, on such premises receive unmerchant-
able taxpaid wine for return to bond, reconditioning, or destruction;
prepare for market and store commercial fruit products and by-prod-
ucts not taxable as wines; Eroduce or receive distilling material or
vinegar stock ; produce (with or without added wine spirits, and with-
out added sugarz’ or receive on standard wine premises only, subject
to tax as wine but not for sale or consumption as beverage wine,
(1) heavy bodied blending wines and Spanish-type blending sherries,
and (2) other wine products made from natural wine for nonbeverage
purposes; and such other operations as may be conducted in a manner
that will not jeopardize the revenue or conflict with wine operations.

“SEC. 5362. REMOVALS OF WINE FROM BONDED WINE CELLARS.

*(a) Wirtnprawars oN DeTermiNatION OF Tax.—Wine may be
withdrawn from bonded wine cellars on payment or determination of
the tax thereon, under such regulations as the Secretary or his delegate
shall prescribe.

“(b) Transrers oF Wine BErweeN Bonpep Wine CeLLars,—Wine
on which the internal revenue tax has not been paid or determined
may, under such regulations as the Secretary or his delegate shall pre-
scribe, be transferred in bond between bonded wine cellars. For the
purposes of this chapter, the removal of wine for transfer in bond
Letween bonded wine cellars shall not be construed to be a removal
for consumption or sale,

“(¢) WirHpraAWALS OF WINE FREE oF Tax or WrtHOUT PAYMENT
oF Tax.—Wine on which the tax has not been paid or determined
may, under such regulations and bonds as the Secretary or his dele-

ate may deem necessary to protect the revenue, be withdrawn from
EOnded wine cellars—

“(1) without payment of tax for export by the proprietor
or by any authorized exporter;

“(2) without payment of tax for transfer to any foreign-
trade zone;

“(8) without payment of tax for use of certain vessels and
aircraft as authorized by law;

“(4) without payment of tax for transfer to any class 6
customs manufacturing warehouse;

“(5) without payment of tax for use in the production of
vinegar;

“(6) without payment of tax for use in distillation in any dis-
tilled spirits plant authorized to produce distilled spirits;

“(7) free of tax for experimental or research purposes by
any scientific university, college of learning, or institution of
scientific research;

“(8) free of tax for use by or for the account of the proprietor
or t{'lis agents for analysis or testing, organoleptic or otherwise;
an

“(9) free of tax for use by the United States or any agency
thereof, and for use for analysis, testing, research, or experi-
mentation by the governments of the several States and Terri-
tories and the District of Columbia or of any political subdivision
thereof or by any agency of such governments. No bond shall
be required of any such government or agency under this para-

graph.
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“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
1ssued by the Secretary or his delegate, on such gremis&a 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 on the bot-
tling l}(mamises of any distilled spirits plant for bottling, packaging, or
repackaging, and to all operations relative thereto. Sections 5021,
5081, and 5082 shall not apply to the mixing or treatment of taxpaid
wine under this section.

“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 en-
gaged in producing, receiving, storing or using any standard wine,
shall produce, receive, store, or use any wine other than standard wine.
The limitation contained in the Preceding sentence shall not prohibit
the production or receipt of high fermentation wines, distilling
material, or vinegar stock in any bonded wine cellar.

“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 pre-
vent confusion between untaxpaid wine operations and such other
operations as are authorized in this subchapter, or to prevent substitu-
tion 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 an internal revenue officer where necessary for the pro-
tection 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 bottlin,
house shall keep such records and file such returns, in such form an
containing such information, as the Secretary or his delegate may by
regulations provide.

“SEC. 5368. GAUGING, MARKING, AND STAMPING.

“(a) Gaverne aNp MarkinG.—All wine or wine spirits shall be
locked, sealed, and gauged, and shall be marked, branded, labeled, or
otherwise identified, in such manner as the Secretary or his delegate
may by regulations prescribe.

¢ Sb;' Stamping—Wines shall be removed in such containers
(including vessels, vehicles, and pipelines) bearing such marks, labels,
and stamps, evidencing compliance with this chapter, as the Secre-
tary or his delegate may by regulations prescribe.

“SEC. 5369. INVENTORIES.

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

“SEC. 5370. LOSSES.

“(a) GeNeraL—No tax shall be collected in respect of any wines

lost or destroyed while in bond, except that tax shall be collected—
“(1) Tuerr.—In the case of loss by theft, unless the Secretary

or his deleﬁate shall find that the t{mft occurred without con-
nivance, collusion, fraud, or negligence on the part of the pro-
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prietor or other person responsible for the tax, or the owner,
consignor, consignee, bailee, or carrier, or the agents or employees
of any of them ; and
“(2) Voruntary pestrUCTION.—In the case of voluntary de-
struction, unless the wine was destroyed under Government su-
rvision, or on such adequate notice to, and approval by, the
ecretary or his delegate as regulations shall provide.

“(b) Proor or Loss.—In any case in which the wine is lost or de-
stroyed, whether by theft or otherwise, the Secretary or his delegate
may require by regulations the proprietor of the bonded wine cellar
or other person liable 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 pro-
prietor or other person liable for the tax to establish to the satisfac-
tion 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.

“SEC. 5371. INSURANCE COVERAGE, ETC.

“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
sampling, free of tax.

“SEC. 5373. WINE SPIRITS,

“(a) In GenerarL—The wine spirits authorized to be used in wine
production shall be brandy or wine spirits produced in a distilled
spirits plant (with or without the use of water to facilitate extrac-
tion and distillation) exclusively from fresh or dried fruit, or their
residues, or the wine or wine residue therefrom (except that where,
in the production of natural wine, sugar has been used, the wine or
the residuum thereof may not be used, if the unfermented sugars
therein have been refermented). Such wine spirits shall not be re-
duced with water from distillation proof, nor be distilled, unless
regulations otherwise provide, at less than 140 degrees of proof (ex-
cept that commercial brandy aged in wood for a period of not less
than 2 years, and barreled at not less than 100 degrees of proof, shall
be deemed wine spirits for the purpose of this subsection).

“(b) WirHpRAWAL OF WINE SPIRITS.—

“(1) The proprietor of any bonded wine cellar may withdraw
and receive wine spirits without payment of tax from the bonded
premises of any distilled spirits plant, or from any bonded wine
cellar as provided in garagraph (2), for use in the production
of natural wine, for addition to concentrated or unconcentrated
juice for use in wine production, or for such other uses as may
be authorized in this subchapter.

“(2) Wine spirits so withdrawn, and not used in wine pro-
duction or as otherwise authorized in this subchapter, may, as
provided by regulations prescribed by the Secretary or his dele-
gate, be transferred to the bonded premises of any distilled spirits
plant or bonded wine cellar, or may be taxpaid and removed as
provided by law.

“(3) On such use, transfer, or taxpayment, the Secretary or
his delegate shall credit the proprietor with the amount of wine
spirits so used or t.ransferreg or taxpaid and, in addition, with
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such portion of wine spirits so withdrawn as may have been lost
either in transit or on the bonded wine cellar premises, to the
extent allowable under section 5008 (a). Where the proprietor
has used wine spirits in actual wine production but in violation
of the requirements of this subchapter, the Secretary or his dele-

ate shall also extend such credit to the wine spirits so used if
the proprietor satisfactorily shows that such wine spirits were
not knowingly used in violation of law.

“(4) Suitable samg]es of brandy or wine spirits may, under
regulations prescribed by the Secretary or his delegate, be with-
drawn free of tax from the bonded premises of any distilled
spirits plant, bonded wine cellar, or authorized experimental
premises, for analysis or testing.

“(¢) DistinaTes ConTaiNiNg ALpEHYDES.— When the Secretary or
his delegate deems such removal and use will not jeopardize the
revenue nor unduly increase administrative supervision, distillates
containing aldehydes may, under such regulations as the Secretary or
his delegate may prescribe, be removed without payment of tax from
the bonded premises of a distilled spirits plant to an adjacent bonded
wine cellar and used therein in fermentation of wine to be used as dis-
tilling material at the distilled spirits plant from which such un-
finished distilled spirits were removed.

“PART III—CELLAR TREATMENT AND CLASSIFICATION
OF WINE

“Sec. 5381. Natural wine.

“Sec. 5382. Cellar treatment of natural wine.

‘“‘Sec. 5383. Amelioration and sweetening limitations for natural
grape wines.

“Sec. 5884. Amelioration and sweetening limitations for natural
fruit and berry wines.

“Sec. 5385. Specially sweetened natural wines.

“Sec. 5386. Special natural wines,

“Sec, H387. 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
Herce_n_t by weight of total solids. Any wine conforming to such

efinition except for having become substandard by reason of its con-
dition shall be deemed not to be natural wine and shall, unless the con-
dition 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 acceptable in good com-
mercial practice. Where a particular treatment has been used in
customary commercial practice, it shall continue to be recognized as a
gggper cellar treatment in the absence of regulations prescn%d by the

retary or his delegate finding such treatment not to be a proper
cellar treatment within the meaning of this subsection.
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“(2& SeeciFicaLLy AvtHORIZED 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 uncon-
centrated 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 in-
clude such amounts of water to clear crushing equipment as reg-
ulations prescribed by the Secretary or his de%egate may rovi(ﬁa.

“(2) The addition to natural wine, or to concentrated or un-
concentrated 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; except that (A) the wine, juice, or concen-
trate shall not have an alcoholic content in excess of 24 percent by
volume after the addition of wine spirits, and (B) 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 re-
served as provided in sections 5383 (b) and 5384 (b).

“(3) Amelioration and sweetening of natural grape wines in
accordance 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
refermentation and for dosage as may be acceptable in good com-
mercial practice, but only ifgthe alcoholic content of the finished
product does 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 proc-
esses, or natural oxidation.

“(;f) The blending of natural wines with each other or with
heavy-bodied blending wine or with concentrated or unconcen-
trated juice, whether or not such juice contains wine spirits, if
the wines, juice, or wine spirits are from the same kind of fruit.

“(8) Such use of acids to correct natural deficiencies and stabi-
lize the wine as may be acceptable in good commercial practice.

“(e¢) Oruer Avrnorizep TrearmeNT.—The 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 commercial practice.

“SEC. 5383. AMELIORATION AND SWEETENING LIMITATIONS FOR
NATURAL GRAPE WINES.

“(a) SweeTENING OF GraPE WINES—Any natural grape wine made
under this section may, if not in reserve inventory as hereinafter pro-
vided, 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 aleoholic
content of the finished wine after sweetening is less than 14 percent
by volume.

“(b) Hica Acirp WiNEs.—

“(1) Any natural grape wine of a winemaker’s own production
may, under this subsection, be ameliorated to correct high acid
conter:lt, (;md, whether or not ameliorated, may be reserved as herein

rovided.
¢ “(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 completion of amelioration), ameliorat-
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ing material consisting of either water, or pure dry sugar, or a
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 ameliorating materal to a minimum of
5 parts per thousand (calculated before fermentation and as
tartaric acidf , but in no event shall the volume of such ameliorat-
ing material exceed 35 percent of the total.volume of such
ameliorated juice (calculated exclusive of pulp). The wine so
made shall be transferred to a reserve inventory established as
regulation issued by the Secretary or his delegate shall require;
except that such wine containing less than 14 percent alcohol by
volume after complete fermentation, or after complete fermenta-
tion and sweetening, need not be transferred into reserve inventory
if all claim to further amelioration is waived.

“(8) The wines in the reserve inventory may be sweetened with
dry sugar in an amount not exceeding, for the aggregate of the
inventory—
“ (y A) thedry sugar equivalent of any volume of authorized

ameliorating material not used for wine so transferred, plus

“(B) 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 and sweetened
with pure dry sugar to the extent provided in paragraph (3) or
with concentrateg 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 conteat not exceeding 21 gercent by
weight, except that, if wine spiriis have been added and the
aleoholic content 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 preseribe.

“SEC. 5384. AMELIORATION AND SWEETENING LIMITATIONS FOR
NATURAL FRUIT AND BERRY WINES.

“(a) I~ GeNeEraL.—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; but only if such wine
has less than 14 percent alcohol by volume after complete fermenta-
tion, or after complete fermentation and sweetening, and a total solids
content not in excess of 21 percent by weight.

“(b) Reserve Frurr ANp Berry WiNes.—

“(1) Any natural fruit or berry wine (other than grape wine)
of a winemaker’s own production may, if not made under sub-
section (a) of this section, be ameliorated to correct high acid
content, and, whether or not ameliorated, may be reserved as
herein provided. Separate reserve inventories shall be estab-
lished for wines made from each different kind of fruit.

“(2) Pure dry sugar may be used in the production of wines
under this subsection for the purpose of correcting natural defi-
ciencies. The quantity of sugar so used shall not exceed the quan-
tity which would have been required to adjust the juice, prior
to fermentation, to a total 301?33 content of 25 degrees (Brix).
Such sugar shall be added prior to the completion of fermenta-
tion of the wine. After such addition of the sugar, the wine or
juice shall be treated and accounted for as provided in section
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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 origi-
nal 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 21 percent by weight, whether or not wine spirits
have been added; and

“(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) DerFinrrion.—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 solids content in excess of 15

recent by weight and an alcoholic content of less than 14 percent

vy volume, and shall include extra sweet kosher wine and similarly
heavily sweetened wines,

“(b) Brenping, Erc.—The winemaker may blend specially sweet-
ened natural wine from the same kind of fruit either before or after
the special sweetening, or with additional natural wine or heavy-
bodied blending wine from the same kind of fruit in the further pro-
duction of specially sweetened natural wine only, and may cellar treat
any such wines as provided in section 5382 (¢). 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) In GeENERAL—Special natural wines are the products made,
pursuant to a formula approved under this section, from a base of
natural wine (ineluding Eeavy-bodied blending wine) exclusively,
with the addition, before, during or after fermentation, of natural
herbs, spices, fruit juices, aromatics, essences, and other natural flavor-
ings in such gunntities or proportions as to enable such products to be
distinguished from any natural wine not so treated, and with or with-
out carbon 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 neces-
sary in the production of anroved essences or similar approved flavor-
ings. The Brix de 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.

“(%) CeLrar TrEaTMENT.—Special natural wines may be cellar
treated as provided in section 5382 (c).

“SEC. 5387. AGRICULTURAL WINES.

“(a) In GeNERaL.—Wines made from agricultural products other
than the juice of fruit shall be made in accordance with good com-
mercial practice as may be prescribed by the Secretary or his delegate
by regulations. 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).
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“(b) Limrrarions.—No wine spirits may be added to wines pro-
duced under this section, nor shall any coloring material or herbs
or other flavoring material (except hops in the case of honey wine)
oe used in their production.

“(c) RestricTiON ON BLENDING.—Wines from different agricultural
commodities shall not be blended together,

“SEC. 5388. DESIGNATION OF WINES.

“(a) Staxparp Wines.—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 con-
sumers, then under a truthful and adequate statement of composition.

“(b) Oruer Wines.—Wines other than standard wines may be
removed for consumption or sale and be marked, transported, or sold
only under such designation as to kind and origin as adequately
describes the true composition of such products and as ade({:ately
distinguish them from standard wines, as regulations prescribed by
the Secretary or his delegate shall provide.

“PART IV—GENERAL

“Seec, 5391. Exemption from rectifying and spirits taxes,

“Sec. 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, nor shall such propri-
etor, by reason of such treatment or use, be deemed to be a rectifier
within the meaning of section 5082; except that, whenever wine or
wine spirits are used in violation of this subchapter, the applicable
tax imposed by sections 5001 and 5021 shall be collected unless the
proprietor satisfactorily shows that such wine or wine spirits were
not knowingly used in violation 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 agricuftural wine, produced in
accordance with the provisions of sections 5381, 5385, 5386, and 5387,
respectively. o

“(b) Heavy Bopiep BrEnpine WiNE.—For purposes of this sub-
chapter the term ‘heavy bodied blending wine’ means wine made from
fruit without added r, 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 Suecar.—For purposes of this subchapter the term ‘pure
sugar’ means pure refined cane or beet sugar, or pure refined anhydrous
or monohydrate dextrose su]gnﬂr, of not less than 95 percent purit
calculated on a dry basis. 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) Torar Sovms.—For purposes of this subchapter the term
‘total solids’, in the case of wine, means the degrees Brix of the de-
alcoholized wine.
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“(e) Same Kixp or Fruir.—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 than
grapes, this term includes all of the several species and varieties of
any given kind; except that this shall not preclude a more precise
identification of the composition of the product for the purpose of its
designation.

“(f) Owx~ PropucrioN.—For purposes of this subchapter the term
‘own production’y when used with reference to wine in a bonded wine
cellar, means wine produced by fermentation in the same bonded
wine cellar, whether or not produced by a predecessor in interest at
such bonded wine cellar, is term may also include, under regu-
lations, wine produced by fermentation in bonded wine cellars owned
or controlled by the same or affiliated persons or firms when located
within the same State; the term ‘affiliated’ shall be deemed to include
any one or more bonded wine cellar proprietors associated as members
of any farm cooperative, or any one or more bonded wine cellar pro-
prietors affiliated within the meaning of section 17 (a) (5) of the
Federal Alcohol Administration Act, as amended (49 Stat. 990; 27
U. S. C. 211).

“Subchapter G—Breweries

“Part I. Establishment,
“Part I1. Operations.

“PART I—ESTABLISHMENT

“Sec. 5401. Qualifying documents.

“Sec. 5402. Definitions.

“Sec, 5408. Cross references,
“SEC. 5401. QUALIFYING DOCUMENTS.

“(a) Norice—Every brewer shall, before commencing or con-
tinuing business, file with the officer (iesignated for that purpose by
the Secretary or his delegate a notice in writinﬁ, 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) Bonxps.—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 Secretary or
his delegate shall by regulation prescribe as necessary to protect and
insure collection of the revenue. The bond shall be conditioned (1)
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; (2) 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 (3) that
he shall in all respects faithfully comply, without fraud or evasion,
with all requirements of law relating to the production 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 pmscri'betf in pursuance of this section, and condi-
tioned as above provided, which bond shall be in lien of any former
bond or bonds of such brewer in respect to all liabilities aceruing after
its approval. '
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“SEC. 5402. DEFINITIONS.
“(a) BrEwErY.—The brewery shall consist of the land and build-
ings deseribed 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 apparatus, see section 5552,

“(3) For deposit of United States bonds or notes in lieu of
sureties, see 6 U. S. C. 15.

“PART II—OPERATIONS

“Bec. 5411. Use of brewery.
“Sec. 5412. Removal of beer in containers or by pipeline.
“See. 5413. Brewers procuring beer from other brewers.
“Sec, 5414, Removals from one brewery to another belonging to
the same brewer.
“Sec. 5415. Records and returns.
“Sec. 5416, Definitions of bottle and bottling.
“SEC. 5411. USE OF BREWERY.

“The brewery shall be used under regulations prescribed by the
Secretary or his delegate only for the purpose of producing beer
cereal beverages containing less than one-half of one percent of
alecohol by volume, vitamins, ice, malt, malt sirup, and other by-
products; of bottling beer and cereal beverages; of drying spent
grain from the brewery ; of recovering carbon dioxide and yeast; and
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 o%ubeer and cereal beverages
shall be conducted only in the brewery bottle heuse 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, or labeled in such manner as the Secretary or his
delegate may by re%u]ation require, except that beer may be removed
from the brewery by pipeline to contiguous distilled spirits plants
under section 5222.

“SEC. 5413. BREWERS PROCURING BEER FROM OTHER BREWERS.

“A brewer, under such regulations as the Secretary or his delegate
shall presecribe, maﬁ 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 prescribed
by section 5054.

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

“Beer may be removed from one brewery to another brewery be-
longing to the same brewer, without payment of tax, and may be
mingled with beer at the recewmﬁ brewery, subject to such conditions,
mch:tdm% payment of the tax, and in such containers, as the Secretary
or his delegate by regulations shall prescribe. The removal from one
brewery to another brewery belonging to the same brewer shall be
deemed to include any removal from a brewery owned by one corpora-
tion to a brewery owned by another corporation when (1) one such
corporation owns the controlling interest in the other such corpora-
tion, or (2) the controlling interest in each such corporation is owned
by the same person or persons.
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“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
rescribe by regulations as necessary for protection of the revenue.

hese records shall be preserved by the person required to keep such
records for such period as the Secret or his delegate shall by
regulations prescribe, 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 re-
turns 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.

“SEC. 5416. DEFINITIONS OF BOTTLE AND BOTTLING.

“For purﬁyoses 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.

“Subchapter H—Miscellaneous Plants and Warehouses

“Part I Vinegar plants.
“Part II. Volatile fruit-flavor concentrate plants.
“Part III. Manufacturing bonded warehouses.

“PART I—-VINEGAR PLANTS

“Sec. 55601. Establishment.

“SBec. 5502. Qualification.

“Sec. 5503. Construction and equipment.

“Sec. 5504, Operation.

“Sec. 5505. Applicability of provisions of this chapter.
“SEC. 5501. ESTABLISHMENT.

“Plants for the production of vinegar by the vaporizing process,
where distilled spirits of not more t%la.n 15 percent of alcohol by
volume are to be produced exclusively for use in the manufacture of
vinegar on the premises, may be established under this part.

“SEC. 5502. QUALIFICATION.

“(a) ReqQuireMENTS.—Every person, before commencing the busi-
ness of manufacturing vinegar by the vaporizing process, and at such
other times as the Secretary or his delegate may% regulations pre-
scribe, shall make a]itplication to the Secretary or his delegate for the
registration of his plant and receive permission to operate. No appli-
cation required under this section shall be approved until the appli-
cant has complied with all requirements of law, and regulations pre-
scribed by the Secretary or his deleiute, in relation to such business.
With respect to any change in such business after approval of an
application, the Secretary or his delegate may by regulations authorize
the filing of written notice of such change or require the filing of an
apgﬂicatlon to make such change.

“(b) Form or ArpricatioN.—The application required by subsec-
tion (a) shall be in such form and contain such Iie:?fcarl:nati::m as the
Secretary or his delegate shall by regulations prescribe to enable him
to determine the identity of the applicant, 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.
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“SEC. 5503. CONSTRUCTION AND EQUIPMENT.

“Plants established under this part for the manufacture of vinegar
by the vaporizing process shall be constructed and equipped in accord-
ance with such regulations as the Secretary or his delegate shall
prescribe.

“SEC. 5504. OPERATION.

“(a) GeENErRaL—Any manufacturer of vinegar qualified under this
part may, under such regulations as the Secretary or his delegate shall
prescribe, separate by a vaporizing process the distilled spirits from
the mash produced by him, and comfense the vapor by introducing it
into the water or other liquid used in making vinegar in his plant.

“(b) Removars.—No person shall remove, or cause to be removed,
from any plant established under this part any vinegar or other fluid
or material containing a greater proportion than 2 percent of proof
spirits,

P (¢) Recorps.—Every person manufacturing vinegar by the vapor-

izing process shall keep such records and file such reports as the
Secretary or his delegate shall by regulations prescribe of the kind
and quantity of materials received on his premises and fermented or
mashed, the quantity of low wines produced, the quantity of such low
wines used in the manufacture of vinegar, the quantity of vinegar
produced, the quantity of vinegar removed from the premises, and
such other information as may by regulations be required. Such
records, and a copy of such reports, shall be preserved as regulations
shall preseribe, and shall be kept available for inspection by any
internal revenue officer during business hours.

“SEC. 5505. APPLICABILITY OF PROVISIONS OF THIS CHAPTER.

“(a) Tax.—The taxes imposed by subchapter A shall be applicable
to any distilled spirits produced in violation of section 5501 or
removed in violation of section 5504 (b).

“(b) Promierren Premises.—Plants established under this part
shall not be located on any premises where distilling is prohibited
under section 5601 (a) (6).

“(¢) Extry anp Examinarion or Premises—The provisions of
section 5203 (b), (¢), and (d), relating to right of entry and exami-
nation, furnishing facilities and assistance, and authority to break
up grounds or walls, shall be applicable to all premises established
under this part, and to all proprietors thereof, and their workmen or
other persons employed by them.

“(dg)eRl‘.GIBTRATION oF StiLis.—Stills on the premises of plants
est;tblished under this part shall be registered as provided in section
o179,

“(e) InsravraTion oF METeRs, TANKS, AND OTHER APPARATUS.—
The provisions of section 55562 relating to the installation of meters,
tanks, and other apparatus shall be applicable to plants established
under this part.

“(f) AssiGNMENT OoF INTERNAL REvENUE Orricers.—The provi-
sions of section 5553 (a) relating to the assignment of internal reve-
nue officers shall be applicable to plants established under this part.

“(g) AvrsOoRrrTY To WaAIvE RECORDS, STATEMENTS, AND RETURNS.—
The provisions of section 5555 (b) relating to the authority of the
Secretary to waive records, statements, anﬁ returns shall be appli-
cable to records, statements, or returns required by this part.

“(h) Reevrations.—The provisions of section 5556 relating to the
prescribing of regulations shall be applicable to this part.

_“(i) Penavrmes—The penalties and forfeitures provided in sec-
tions 5601 (a) (1), (6), and (12), 5601 (b) (1), 5608, 5615 (1) and
(4), 5686, and 5687 shall be applicable to this part.

98395-59-FT, 188
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“(j) Oruaer Provisions.—This chapter Sother than this part and
the provisions referred to in subsections (a), (b), (¢), (d), (e), (f),
(2), éh) ,and (i) ) shall not be applicable with respect to plants estab-
lished or operations conducted under this part.

“PART II—VOLATILE FRUIT-FLAVOR CONCENTRATE
PLANTS

“Sec. 5511. Hstablishment and operation,
*“Sec. 5512, Control of products after manufacture.
“SEC. 5511. ESTABLISHMENT AND OPERATION.

“This chapter (other than sections 5178 (a) (2) (C), 5179, 5203
(b), (¢), ang (d), and 5552) shall not be applicable with respect to
the manufacture, !by any process which ineludes evaporations from
the mlgsh or juice of any fruit, of any volatile fruit-flavor concen-
trate if—

“(1) such concentrate, and the mash or juice from which it is
produced, contains no more aleohol than is reasonably unavoid-
able 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 makes such application, keeps
such records, renders such reports, files such bonds, and complies
with such other requirements with respect 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 by regulations prescribe
as necessary for the protection of the revenue.

“SEC. 5512. CONTROL OF PRODUCTS AFTER 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).

“PART III-MANUFACTURING BONDED WAREHOUSES

“Bec, 5521. Establishment and operation.

‘‘Sec, 5522. Withdrawal of distilled spirits to manufacturing bonded
warehouses.

“Sec, 5523. Special provisions relating to distilled spirits and wines
rectifled in manufacturing bonded warehouses.

“SEC. 5521. ESTABLISHMENT AND OPERATION.

“(a) EstaBuisamenT,—All 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 soll;iJ or removed, without
beinF 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 con-
structed to those known and designated in Treasury regulations as
bonded warehouses, class six, ’I‘Te manufacturer shall first give
satisfactory bonds to the Secretary or his delegate for the faithful
observance of all the provisions of law and the regulations as afore-
said, in amount not less than half of that required by the regulations
?f the Secretary or his delegate from persons allowed bonded ware-
10uSes.

“(b) Suepervision.—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.
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“(c) MareERIALS FOR MANUFACTURE.—

“(1) ExpPORTABLE FREE OF TAX.—Any manufacturer of the ar-
ticles specified in subsection (a), or of any of them, having such
bondedp warehouse, shall be at liberty, under such regulations as
the Secretary or his delegate may prescribe, to convey therein any
materials to be used in such manufacture which are allowed
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 articﬁe so used shall be exempt
from the payment of stamp and excise duty by such manufacturer.
Articles anc{ materials so to be used may ge transferred from any
bonded warehouse 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 manu-
facture, 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) ImporTEp MATERIALS.—Any materials imported into the
United States may, under such regulations as the gecretary or his
delegate may preseribe, and under the direction of the proper of-

ficer, be removed in original packages from on shipboard, or from
the bonded warehouse in which the same may be, into the bonded
warehouse in which such manufacture may be carried on, for the

purpose of being used in such manufacture, without payment of

duties thereon, and may there be used in such manufacture. No

article so removed, nor any article manufactured in said bonded
warehouse, shall be taken t'Kerefrom except for exportation, under
the direction of the proper officer having charge thereof, whose
certificate, describing the articles by their mark or otherwise, the
quantity, the date of importation, and name of vessel, with such
additional particulars 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) GeExNEraL.—Such goods, when manufactured in such ware-
houses, may be removed for exportation under the direction of
the {)m er 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 warehouse 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 there-
from, 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) AvrnorizarioN.—Under such regulations and requirement as
to stamps, bonds, and other security as shall be prescribed by the
Secretary or his delegate, any manufacturer of medicines, prepara-
tions, compositions, perfumery, cosmetics, cordials, and other liquors,
for export, manufacturing the same in a duly constituted manufactur-
ing bonded warehouse, shall be authorized to withdraw, from the
bonded premises of any distilled spirits plant, so much distilled spirits
as he may require for such purpose, without the payment of the inter-
nal revenue tax thereon. _

“(b) ArrLowaxce For Loss or LEARAGE—

“For provisions relating to allowance for loss of distilled spirits
withdrawn under subsection (a), see section 5008 (f).
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“SEC. 5523. SPECIAL PROVISIONS RELATING TO DISTILLED SPIRITS
AND WINES RECTIFIED IN MANUFACTURING BONDED
WAREHOUSES.

“Distilled spirits and wines which are rectified in manufacturin
bonded warehouses, class six, and distilled spirits which are reduceﬁ
in Emof 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 regu-
lations as the Secretary or his delegate may preseribe, there to be
withdrawn for consumption or be rewarehoused and subsequently
withdrawn for consumption. No internal revenue tax shall be imposed
on distilled spirits and wines rectified in class six warehouses if such
distilled spirits and wines are exported or shipped in accordance with
such section 311. No person rectifying distilled spirits or wines in
such warehouses shall be subject by reason of such rectification to the
payment of special tax as a rectifier.

“Subchapter I—Miscellaneous General Provisions

“Sec. 5551. General provisions relating to bonds.

“Sec. 5552, Installation of meters, tanks, and other apparatus.

“Sec. H553. Supervision of premises and operations.

“See. 5554, Pilot operations.

“Sec. Hih56. Records, statements, and returns.

“Sec. 556, Regulations.

“Sec. 55657, Officers and agents authorized to investigate, issue search
warrants, and prosecute for violations.

“Sec, 55°8. Authority of enforcement officers.

“Sec. 6559, Determinations.

“Sec. 5360. Other provisions applicable.

“Sec. H61. Exemptions to meet the requirements of the national
defense.

“Sec. 5562, Exemptions from certain requirements in cases of dis-
aster.

“SEC. 5551. GENERAL PROVISIONS RELATING TO BONDS.

“(a) Arpprovar as Conprrion To CommeNcinGg Business.—No indi-
vidual, firm, partnership, corporation, or association, intending to
edmmence or to continue the business of a distiller, bonded warehouse-
man, rectifier, brewer, or winemaker, shall commence or continue the
business of a distiller, bonded warehouseman, 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) Disapprovar.—The Secretary or any officer designated by him
may disapprove any such bond or bonds if the individual, firm, part-
nership, corporation, or association giving such bond or bonds, or
owning, controlling, or actively participating in the management of
the business of the individual, firm, partnership, corporation, or asso-
ciation givmg 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 rrowsmn related to internal
revenue or customs taxation of distilled spirits, wines, or beer, or
if such an offense shall have been compromised with the individual,
firm, partnership, corporation, or association on payment of
penalties or otherwise, or .

“(2) any felony under a law of any State, fI'(_:r_rltolz, or the
District of Columbia, or the United States, prohibiting the manu-
facture, sale, importation, or transportation of distilled spirits,
wine, beer, or other intoxicating liquor.
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“(c) AppeaL From DisapprovarL.—In case the disagprova] is by an
officer designated by the Secretary to approve or disapprove such
bonds, the individual, firm, partnersh‘iip, corporation, or association
giving the bond ma, apgleal from such disapproval to the Secretary or
an officer designateg by him to hear such appeals, and the disapproval
of the bond by the Secretary or officer designated to hear such appeals
shall be final.

“SEC. 5552. INSTALLATION OF METERS, TANKS, AND OTHER APPA-
RATUS.

“The Secretary or his delegate is authorized to require at distilled
spirits plants, breweries, and at any other premises established pur-
suant 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
person on whose premises the installation is required. Any such per-
son refusing or neglecting to install such apparatus when so required
by the Secretary or his delegate shall not be permitted to conduct busi-
ness on such premises.

“SEC. 5553. SUPERVISION OF PREMISES AND OPERATIONS.

“(a) AssioNMENT oF INTERNAL REVENUE OFFIcERs.—The Secretary
or his delegate is authorized to assign to any premises established un-
der the provisions of this chapter such number of internal revenue
officers as may be deemed necessary.

“(b) Fuxcrions or INTERNAL REvENUr Orricer.—When used in
this chapter, the term ‘internal revenue officer assigned to the premises’
means tEe internal revenue officer assigned by the Secretary or his dele-
gate to duties at premises established and operated under the pro-
visions of this chapter,

“SEC. 5554. PILOT OPERATIONS.

“For the purpose of facilitating the development and testing of
improved methods of governmental supervision (necessary for the
protection of the revenue) over distilled spirits plants established
under this chapter, the Secretary or his delegate is authorized to waive
any regulatory provisions of this chapter for temporary pilot or exper-
imental operations, Nothing in this section shall be construeti)E as
authority to waive the filing of any bond or the payment of any tax
provided for in this chapter.

“SEC. 5555. RECORDS, STATEMENTS, AND RETURNS.

“(a) Generar.—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 prescribe.

“(b) Avurnorrry To Waive.—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 regu-
lation waive, in whole or in part, such requirement when he deems
such requirement to no longer serve a necessary purpose. This sub-
section shall not be construed as authorizing the waiver of the pay-
ment of any tax.

“(c¢) PuoroerapuIc Copres—Whenever in this chapter any record
is required to be made and preserved by any person, the Secretary or
his delegate mag' by regulations authorize such person to record, copy,
or reproduce by any photographic, photostatic, microfilm, micro-
card, miniature photographic, or other process, which accurately
reproduces or forms a durable medium for so reproducing the orig-
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inal of such record and to retain such reproduction in lien of the
original. Every person who is authorized to retain such reproduc-
tion in lieu of the original shall, under such regulations as the Sec-
retary or his delegate may prescribe, preserve such reproduction in
conveniently accessible files and make provision for examining, view-
ing, and using such reproduction the same as if it were the original.
Such reproduction shall be treated and considered for all purposes
as though it were the oﬂﬁ'im,l record and all provisions of law appli-
cable to the original shall be applicable to such reproduction. guch
reproduction, or enlargement or facsimile thereof, shall be admissible
in evidence in the same manner and under the same conditions as
provided for the admission of reproductions, enlargements, or fac-
similes of records made in the regular course of business under section
1732 (b) of title 28 of the United States Code.

“SEC. 5556. REGULATIONS.

“The regulations prescribed by the Secretary or his delegate for
enforcement of this chapter may make such distinctions in require-
ments relating to construction, equipment, or methods of operation as
he deems necessary or desirable due to differences in materials or
variations in methods used in production, processing, or storage of
distilled spirits.

“SEC. 5557. OFFICERS AND AGENTS AUTHORIZED TO INVESTIGATE,
ISSUE SEARCH WARRANTS, AND PROSECUTE FOR VIO-
LATIONS.

“(a) GeENERAL—The Secretary or his delegate shall investigate
violations of this subtitle and in any case in which prosecution appears
warranted the Secretary or his delegate shall report the violation to
the United States Attorney for the district in which such violation
was committed, who is hereby charged with the duty of prosecuting
the offenders, subject to the direction of the Attorne, E‘renarn.l, as
in the case of other offenses against the laws of the United States;
and the Secretary or his delegate 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 enforce-
ment of this subtitle.

“(b) Cross REFERENCE.—

“For provisions relating to the issuance of search warrants, see
the Federal Rules of Criminal Procedure.
“SEC. 5558, AUTHORITY OF ENFORCEMENT OFFICERS,
“For provisions relating to the authority of internal revenue
enforcement officers, see section 7608.
“SEC. 5559. DETERMINATIONS.

“Whenever the Secretary or his delegate is required or authorized,
in this chapter, to make or verify any quantitative determination, such
determination or verification may be made by actual count, weight,
or measurement, or by the a]iplication of statistical methods, or by
other means, under such regulations as the Secretary or his delegate
may prescribe.

“SEC. 5560. 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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“SEC. 5561. EXEMPTIONS TO MEET THE REQUIREMENTS OF THE
NATIONAL DEFENSE.

“The Secretary or his delegate may temporarily exempt proprietors
of distilled spirits plants from any provision of the internal 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 section he may pfescribe such regulations as may be necessary to
accomplish the purpose which caused him to grant the exemption.

“SEC. 5562. EXEMPTIONS FROM CERTAIN REQUIREMENTS IN CASES
OF DISASTER.

“Whenever the Secretary or his delegate finds that it is necessary
or desirable, by reason of disaster, to waive provisions of internal
revenue law with regard to distilled spirits, he may temporarily
exempt proprietors of distilled spirits plants from any provision of
the internal revenue laws relating to gistil].ed spirits, except those
requiring payment of the tax thereon, to the extent he may deem nec-
essary or desirable.

“Subchapter J—Penalties, Seizures, and Forfeitures
Relating to Liquors

“Part I Penalty, seizure, and forfeiture provisions applicable
to distilling, reetifying, and distilled and rectified
products.

“Part II. Penalty and forfeiture provisions applicable to wine and
wine production.

“Part III. Penalty, seizure, and forfeiture provisions applicable to
beer and brewing.

“Part 1V. Penalty, seizure, and forfeiture provisions common to
liguors.

“Part V. Penalties applicable to occupational taxes.

“PART I—PENALTY, SEIZURE, AND FORFEITURE PRO-
VISIONS APPLICABLE TO DISTILLING, RECTIFYING,
AND DISTILLED AND RECTIFIED PRODUCTS

“See. H6B01. Criminal penalties.

“Sec. 5602. Penalty for tax fraud by distiller.

“Sec, 56803. Penalty relating to records, returns, and reports.

“Sec. 5604. Penalties relating to stamps, marks, brands, and
containers.

“Sec. 5605. Penalty relating to return of materials used in the
manufacture of distilled spirits, or from which dis-
tilled spirits may bhe recovered.

“Sec. 5606. Penalty relating to containers of distilled spirits.

“Sec. 5607. Penalty and forfeiture for unlawful use, recovery, or
concealment of denatured distilled spirits, or articles.

“Sec. 5608, Penalty and forfeiture for fraudulent ¢laims for export
drawback or unlawful relanding.

“Sec. 5609. Destruction of unregistered stills, distilling apparatus,

equipment, and materials.

“Sec. 5610, Disposal of forfeited eguipment and material for
distilling.

“Sec. §5611. Release of distillery before judgment,

“Sec, 5612, Forfeiture of taxpaid distilled spirits remaining on
bonded premises.

“Sec. 5613. Forfeiture of distilled spirits not stamped, marked, or
branded as required by law,

“Sec. 5614. Burden of proof in cases of seizure of spirits.

“Sec. 5615. Property subject to forfeiture,
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“SEC. 5601. CRIMINAL PENALTIES.
“(a) OrrexsEs.—Any person who—

“(1) UNREGISTERED STILLS.—has in his possession or custody,
or under his control, any still or distilling apparatus set up whic:
is not registered, as required by section 5179 F a) jor

“(2) FAILURE OF DISTILLER OR RECTIFIER TO FILE APPLICATION.—
engages in the business of a distiller or rectifier without havin
filed application for and received notice of registration, as requireﬁ
by section 5171 (a) ; or

“(3) FALSE OR FRAUDULENT APPLICATION.—engages, or intends
to engage, in the business of distiller, bonded warehouseman, rec-
tifier, or bottler of distilled spirits, and files a false or fraudulent
s.pplication under section 5171; or

‘(4) FAILURE OR REFUSAL OF DISTILLER OR RECTIFIER TO GIVE
BOND.—carries on the business of a distiller or rectifier without
having given bond as required by law ; or

“(5) FALsE, FORGED, OR FRAUDULENT BOND.—engages, or intends
to engage, in the business of distiller, bonded warehouseman, rec-
tifier, or bottler of distilled spirits, and gives any false, forged, or
fraudulent bond, under subcll:apter B;or

“(6) DisTILLING ON PROHIBITED PREMISES.—USes, OI possesses
with intent to use, any still, boiler, or other utensil for the purpose
of producing distilled spirits, or aids or assists therein, or causes
or procures the same to be done, in any dwelling house, or in any
shed, yard, or inclosure connected with such dwelling house
(excedpt as authorized under section 5178 (a) (1) (C)i or on
board any vessel or boat, or on any premises where beer or wine is
made or produced, or where liquors of any description are retailed,
or on premises where any other business is carried on (except when
authorized under section 5178 (b)) ; or

“(7) UNLAWFUL PRODUCTION, REMOVAL, OR USE OF MATERIAL FIT
FOR PRODUCTION OF DISTILLED SPIRITS.—exXcept as otherwise pro-
vided in this chapter, makes or ferments mash, wort, or wash,
fit for distillation or for the production of distilled spirits, in
any building or on any premises other than the designated prem-
ises of a distilled spirits plant lawfully qualified to produce
distilled spirits, or removes, without authorization by the Secre-
tary or his delegate, any mash, wort, or wash, so made or fer-
mented, from the designated premises of such lawfully qualified
plant before being distilled; or

“(8) UNLAWFUL PRODUCTION OF DISTILLED SPIRITs.—not being a
distiller authorized by law to produce distilled spirits, produces
distilled spirits by distillation or any other process from any
mash, wort, wash, or other material ; or

“(9) UNAUTHORIZED USE OF DISTILLED SPIRITS IN MANUFACTUR-
ING PROCESSES.—except as otherwise provided in this chapter,
uses distilled spirits in any process of manufacture unless such
spirits—

“(A) have been produced in the United States by a dis-
tiller authorized by ?&W to produce distilled spirits and with-
drawn in compliance with law; or

“(B) have been imported (or otherwise brought into the
United States) and withdrawn in compliance with law; or

“(10) UNLAWFUL RECTIFYING OR BOTTLING.—engages in or
carries on the business of a rectifier, or a bottler of distilled
spirits—

“(A) with intent to defraud the United States of any
tax on the distilled spirits rectified or bottled by him; or
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“(B) with intent to aid, abet, or assist any person or
persons in defrauding the United States of the tax on any
distilled spirits; or

“(11) UNLAWFUL PURCHASE, RECEIPT, RECTIFICATION, OR ROT-
TLING OF DISTILLED SPIRITS.—purchases, receives, rectifies, or bottles
anly distilled spirits, knowing or having reasonable grounds to
believe that any tax due on such spirits has not been paid or
determined as required by law ; or

“(12) UNLAWFUL REMOVAL OR CONCEALMENT OF DISTILLED
SPIRITS.—removes, other than as authorized by law, any distilled
spirits on which the tax has not been paid or determined, from
the place of manufacture or storage, or from any instrument of
transportation, or conceals spirits so removed; or

“(13) CrEATION OF FICTITIOUS PROOF.—adds, or causes to be
added, any ingredient or substance (other than ingredients or
substances authorized by law to be added) to any distilled spirits
before the tax is paid thereon, or determined as provided by law,
for the purpose of creating fictitious proof; or

“(14) DISTILLING AFTER NOTICE OF SUSPENSION.—after the time
fixed in the notice given under section 5221 (a) to suspend oper-
ations as a distiller, carries on the business of a distiller on the
premises covered by the notice of suspension, or has mash, wort,
or beer on such premises, 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 such premises;

shall be fined not more than $10,000, or imprisoned not more than
b years, or both, for each such offense.
“(b) PRESUMPTIONS.—

“(1) U~recisTERED STILLS.—Whenever on trial for violation
of subsection (a) (1) the defendant is shown to have been at the
site or place where, and at the time when, a still or distillin
apparatus was set u{s) without having been registered, suc
presence of the defendant shall be deemed sufficient evidence to
authorize conviction, unless the defendant explains such presence
to the satisfaction of the jury (or of the court when tried without

ury).

: “3)('%) FAILURE OR REFUSAL OF DISTILLER OR RECTIFIER TO GIVE
BoND.—Whenever on trial for violation of subsection (a? (4) the
defendant is shown to have been at the site or place where, and
at the time when, the business of a distiller or rectifier was so en-
gaged in or carried on, such presence of the defendant shall be
deemed sufficient evidence to authorize conviction, unless the de-
fendant explains such presence to the satisfaction of the jury (or
of the court when trieé) without jury).

“(3) UNLAWFUL PRODUCTION, REMOVAL, OR USE OF MATERIAL FIT
FOR PRODUCTION OF DISTILLED 8PIRITS.— W henever on trial for vio-
lation of subsection (a) (7) the defendant is shown to have been
at the place in the building or on the premises where such mash,
wort, or wash fit for distillation or the production of distilled
spirits, was made or fermented, and at the time such mash, wort,
or wash was there possessed, such presence of the defendant shall
be deemed sufficient evidence to authorize conviction, unless the
defendant explains such presence to the satisfaction of the jury
(or of the court when tried without jury).

“(4) UNLAWFUL PRODUCTION OF DISTILLED SPIRrTS.— Whenever
on trial for violation of subsection (a) (8) the defendant is shown
to have been at the site or place where, and at the time when, such
distilled spirits were produced by distillation or any other process
from mash, wort, wash, or other material, such presence of the
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defendant shall be deemed sufficient evidence to authorize convic-
tion, unless the defendant explains such presence to the satisfac-
tion of the jury (or of the court when tried without jury).
“SEC. 5602. PENALTY FOR TAX FRAUD BY DISTILLER.
“Whenever any person engaged in or carrying on the business of
a distiller defrauds, attempts to defraud, or engages in such busi-
ness with intent to defraud the United States of the tax on the spirits
distilled by him, or of any part thereof, he shall be fined not more
than $10,000, or imprisoned not more than 5 years, or both. No dis-
continuance or nolle prosequi of any prosecution under this section
%l}mll t;sla allowed without the permission in writing of the Attorney
eneral.

“SEC. 5603. PENALTY RELATING TO RECORDS, RETURNS, AND RE-
PORTS.

“(a) FrauvpuLENT NONCOMPLIANCE.—Any person required by this
chapter (other than subchapters F and ) or regulations issued pur-
suant thereto to keep or ﬁEI)e any record, return, report, summary,
transeript, or other document, who, with intent to defraud the United
States, shall—

“(1) fail to keep any such document or to make required
entries therein; or

“(2) make any false entry in such document; or

“(3) cancel, alter, or obliterate any part of such document or
any entry therein, or destroy any part of such document or any
entry therein; or

“(4) hinder or obstruct any internal revenue officer from
inspecting any such document or taking any abstracts therefrom;

r
“(5) fail or refuse to preserve or produce any such document,
as required by this chapter or regulations issued pursuant thereto;
or who shall, with intent to defraud the United States, cause or pro-
cure the same to be done, shall be fined not more than $10,000, or
imprisoned not more than 5 years, or both, for each such offense.
(b) Famwure to CompLy.—Any person required by this chapter
other than subchapters F and G) or regulations issued pursuant
thereto to keep or file any record, return, report, summary, transeript,
or other document, who, otherwise than with intent to defraud the
United States, shall—
“(1) fail to keep any such document or to make required entries
therein ; or
“(2) make any false entry in such document; or
“(3) cancel, alter, or obliterate any part of such document or
any entry therein, or destroy any part of such document, or any
entry therein, except as provided by this title or regulations issued
pursuant. thereto; or
“(4) hinder or obstruct any internal revenue officer from
inspecting any such document or taking any abstracts therefrom;
or
“(5) fail or refuse to preserve or produce any such document,
as required by this chapter or regulations issued pursuant thereto;
or who shall, otherwise than with intent to defraud the United States,
cause or procure the same to be done, shall be fined not more than
$1,000, or imprisoned not more than 1 year, or both, for each such
olrense,
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“SEC. 5604. PENALTIES RELATING TO STAMPS, MARKS, BRANDS, AND
CONTAINERS.
“(a) GENERaL.—Any person who shall— 0--

“(1) transport, possess, buy, sell, or transfer any distilled
spirits, required to be stamped under the provisions of section
5205 (a) (2), unless the immediate container thereof has affixed
thereto a stamp as required by such section; or

“(2) with intent to defraud the United States, empty a con-
tainer stamped under the provisions of section 5205 (a) (1) or
(2) or section 5235 without destroying the stamp thereon as
required by section 5205 (a) (3) or regulations prescribed pur-
suant thereto; or )

“(3) empty, or cause to be emptied, any distilled spirits from
any immediate container (other than a container stamped under
section 5205 (a) or section 5235) bearing any stamp, mark, or
brand required by law without effacing and obliterating such
stamp, mark, or brand as required by section 5205 (g) ; or

“(4) with intent to defraud the United States, falsely make,
forge, alter, or counterfeit any stamp required under section 5205
or section 5235 ; or

“(5) use, sef], or have in his possession any forged or fraudu-
lently altered stamp, or counterfeit of any stamp, required under
section 5205 or section 5235, or any plate or die used or which may
be used in the manufacture thereof ; or

“(6) with intent to defraud the United States, use, reuse, sell,
or have in his possession any stamp required to be destroyed by
section 5205 (a) (3) or regulations prescribed pursuant thereto;
or

“(7) remove any stamp required by law or regulations from
any cask or package containing, or which had contained, distilled
spirits, without defacing or destroying such stamp at the time of
such removal ; or

“(8) have in his possession any undestroyed or undefaced
stamp removed from any cask or package containing, or which
had contained, distilled spirits; or

“(9) have in his J)oaaession any cancelled stamp or any stamp
which has been used, or which purports to have been used, upon
any cask or Eackage of distilled spirits; or

(10) make, use, sell, or have in his possession any paper in
imitation of the paper used in the manufacture of any stamp re-
quired under section 5205 or section 5235 ; or

“(11) reuse any stamp required under section 5205 (a) or sec-
tion 5235, after the same shall have once been affixed to a con-
tainer as provided in such sections or regulations issued pursuant
thereto; or

“(12% place any distilled spirits in any bottle, or reuse any
bottle for the purpose of containing distilled spirits, which has
once been filled and stamped under tfne provisions of this chapter
without removing and destroying the stamp so previously xed
to such bottle; or

“(13) affix any stamp issued pursuant to section 5205 (a) ( R
and (3) to any container containing distilled spirits on whi
any tax due is unpaid or undetermined; or

‘(14) make any false statement in any application for stamps
under section 5205; or

“(15) possess any stamp prescribed under section 5205 or
section 5235 obtained by him otherwise than as provided by such
sections or regulations issued pursuant thereto; or
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#(16) willfully and unlawfully remove, change, or deface any
stamp, mark, brand, label, or seal affixed to any case of distilled
spirits, or to any bottle contained therein; or

“(17) with intent to defrand the United States, purchase, sell,
receive with intent to transport, or transport any empty cask or
i:uackage having thereon any stamp, mark, or brand required by

aw to be affixed to any cask or package containing distilled
spirits; or

“(18) change or alter any stamp, mark, or brand on any cask
or package containing distilled spirits, or put into any cask or
package spirits of greater strength than is ingicated by the inspec-
tion-mark thereon, or fraudulently use any cask or package hav-
in]g 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; or

“(19) aflix, or cause to be affixed, to or on any cask or package
containing, or intended to contain, distilled spirits, any imitation
stamp or other engraved, printed, stampeé, or photographed
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
Feneral appearance of, any internal revenue stamp required by
aw to be affixed to or upon any cask or package containing dis-
tilled spirits;

shall be fined not more than $10,000, or imprisoned not more than 5
years, or both, for each such offense.

“(b) Orricers Avrnorizen To Exrorce This Secrion.—Any offi-
cer authorized to enforce any provision of law relating to internal
revenue stamps is authorized to enforce this section.

“SEC. 5605. PENALTY RELATING TO RETURN OF MATERIALS USED IN
THE MANUFACTURE OF DISTILLED SPIRITS, OR FROM
WHICH DISTILLED SPIRITS MAY BE RECOVERED.

“Any person who willfully violates any provision of section 5291
(a), or of any regulation issued pursuant thereto, and any officer,
director, or agent of any such person who knowingly participates in
such violation, shall be ﬁned not more than $1,000, or imprisoned not
more than 2 years, or both.

“SEC. 5606. PENALTY RELATING TO CONTAINERS OF DISTILLED
SPIRITS.

“Whoever violates any provision of section 5301, or of any regula-
tion issued pursuant thereto, or the terms or conditions of any permit
issued pursuant to the authorization contained in such section, and
any officer, director, or agent of any corporation who knowingly par-
ticipates in such violation, shall, upon conviction, be fined not more
than $1,000, or imprisoned not more than 1 year, or both, for each such
offense,

“SEC. 5607. PENALTY AND FORFEITURE FOR UNLAWFUL USE, RECOV-
ERY, OR CONCEALMENT OF DENATURED DISTILLED
SPIRITS, OR ARTICLES.
“Any person who—

“(1) uses denatured distilled spirits withdrawn free of tax
under section 5214 (a) (1) in the manufacture of any medicinal
preparation or flavoring extract in violation of the provisions of
section 5273 (b) (1), or knowingly sells, or offers for sale, any
such medicinal preparation or flavoring extract in violation of
section 5273 (b) (2): or

“(2) knowingly withdraws any denatured distilled spirits free
of tax under section 5214 (a) (1) for beverage purposes; or
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“(3) knowingly sells any denatured distilled spirits withdrawn
free of tax under sectiton 5214 (a) (1), or any articles containing
such denatured distilled spirits, for beverage purposes; or

“(4) recovers or attempts to recover by redistillation or by any
other process or means (except as authorized in section 5223 or
in section 5273 (CL) any distilled spirits from any denatured
distilled spirits withdrawn free of tax under section 5214 (a) (1),
or from any articles manufactured therefrom, or knowingly uses,
sells, conceals, or otherwise disposes of distilled spirits so
recovered or redistilled;

shall be fined not more than $10,000, or imprisoned not more than
5 years, or both, for each such offense; and all personal property used
in connection with his business, together with the builsings and
ground constituting the premises on which such unlawful acts are
performed or permitted to be performed shall be forfeited to the
United States.

“SEC. 5608. PENALTY AND FORFEITURE FOR FRAUDULENT CLAIMS
FOR EXPORT DRAWBACK OR UNLAWFUL RELANDING.

*(a) FravpvrEnT CraiM For 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 or determined 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 5 years; and every owner, agent, or
master of any vessel or other person who knowingly aids or abets
in the fraudulent collection or fraudulent attempts to collect any draw-
back upon, or knowingly aids or permits any fraudulent change in
the spirits so shipped, shall be fined not more than $5,000, or impris-
oned not more than 3 years, or both, 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, and proceedings may be had in admiralty
by libel for such forfeiture.

“(b) Unrawrur Reraxpine.—Every person who intentionally
relands 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 person who aids or abets in such relanding or receiving of such
spirits, shall be fined not more than $5,000, or imprisoned not more
than 3 years, or both; and all distilled spirits so relanded, together
with the vessel from which the same were relanded within the juris-
dietion of the United States, and all vessels, vehicles, or aireraft used
in relanding and removing such distilled spirits, shall be forfeited
to the United States.

“SEC. 5609, DESTRUCTION OF UNREGISTERED STILLS, DISTILLING
APPARATUS, EQUIPMENT, AND MATERIALS.

“(a) GeNErarL.—In the case of seizure elsewhere than on premises
2ua1iﬁed_ under this chapter of any unregistered still, distilling or
ermenting equipment or apparatus, or distilling or fermenting mate-
rial, 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
lace where seized, the seizing officer is authorized to destroy the same.
n the case of seizure, other than on premises qualified under this
chapter or in transit thereto or therefrom, of any distilled spirits on
which the tax has not been paid or determined, for any offense involv-
ing forfeiture of the same, the seizing officer is authorized to destroy
the distilled spirits forthwith. Any destruction under this subsection
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shall be in the presence of at least one credible witness. The seizing
officer shall make such report of said seizure and destruction and take
such samples as the Secretary or his delegate may require.

“(b) Cramms.—Within 1 year after destruction made pursuant to
subsection (a) the owner of, including any person having an interest
in, the property so destroyed may make application to tﬁe Secretary
or his delegate for reimbursement of the value of such property. If
the claimant establishes to the satisfaction of the Secretary or his
delegate that—

“(1) such property had not been used in violation of law; or
“(2) any unlawful use of such property had been without his
consent or knowledge,
the Secretary or his delegate shall make an allowance to such claimant
not exceeding the value of the property destroyed.

“SEC. 5610. 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 witﬁ any engine
or other machinery connected therewith, and all empty barrels, and
all grain or other material suitable for fermentation or distillation,
shall be sold at public auction or otherwise disposed of as the court
in which such forfeiture was recovered shall in its diseretion direct.

“SEC. 5611. RELEASE OF DISTILLERY BEFORE JUDGMENT.

“Any distillery or distilling apparatus seized on any premises quali-
fied under this chapter, for any violation of law, may, in the discre-
tion of the court, be released before final judgment to a receiver
appointed by the court to operate such distillery or apparatus. Such
receiver shall give bond, which shall be approved in open court,
with 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 ge impounded as the court shall direct pending such final
judgment.

“SEC. 5612. FORFEITURE OF TAXPAID DISTILLED SPIRITS REMAINING
ON BONDED PREMISES,

“(a) GeneraL—No distilled spirits on which the tax has been paid
or determined shall be stored or allowed to remain on the bonded
premises of any distilled spirits plant, under the penalty of forfeiture
of all spirits so found.

“(b) Excerrions.—Subsection (a) shall not apply in the case of—

“(1) distilled spirits which have been bottled in bond under
section 5233, and which are returned to bonded premises for
rebottling, relabeling, or restamping in accordance with the pro-
visions of section 5233 (d) ; or

%(2) distilled spirits in the process of prompt removal from
bonded premises on payment or determination of the tax; or

“(3) distilled spirits returned to bonded premises in accordance
with the provisions of section 5215; or .

“(4) distilled spirits, held on bonded premises, on which the
tax has become payable by operation of law, but on which the
tax has not been paid.

“SEC. 5613. FORFEITURE OF DISTILLED SPIRITS NOT STAMPED,
MARKED, OR BRANDED AS REQUIRED BY LAW.

“(a) Unmarkep or UnsranpED Casks or Packaces.—All distilled
spirits found in any cask or package required by this chapter or any
regulation issued pursuant thereto to bear a mark, brand, or identifica-
tion, which cask or package is not marked, branded, or identified in
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compliance with this chapter and regulations issued pursunant thereto,
shali be forfeited to the United States.

“(b) Unstampep Containers.—All distilled spirits found in any
container required by this chapter or any regulations issued pursuant
thereto to bear a stamp, which container is not stamped in compliance
with this chapter and regulations issued pursuant thereto, shall be
forfeited to the United States.

“SEC. 5614. BURDEN OF PROOF IN CASES OF SEIZURE OF SPIRITS.

“Whenever seizure is made of any distilled spirits found elsewhere
than on the premises of a distilled spirits plant, or than in any ware-
house authorized by law, or than in the store or place of business 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, or regulations issued pursuant thereto, to be
made in respect of such spirits, have not been made at the time or in
the manner required, or in respect to which any owner or person hav-
ing 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 claim-
ant 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.

“SEC. 5615. PROPERTY SUBJECT TO FORFEITURE.
“The following property shall be forfeited to the United States:
“(1) UNREGISTERED STILL OR DISTILLING APPARATUS.—Every still
or distilling apparatus not registered as required by seetion 5179,
together with all personal property in the possession or custody
or under the control of the person required by section 5179 to
register the still or distilling apparatus, and found in the building
or in any yard or inclosure connected with the building in which
such stilfor distilling apparatus is set up ; and
“(2) DISTILLING APPARATUS REMOVED WITHOUT NOTICE OR SET UP
witHOUT PERMIT.—Any still, boiler, or other vessel to be used
for the purpose of distilling which is removed without notice
having been given as required by section 5105 (a) or which is set
up without permit first having been obtained as required by such
section; and
“(3) DisTILLING WITHOUT GIVING BOND OR WITH INTENT TO
pEFRAUD.— Whenever any person carries on the business of a dis-
tiller without having given bond as required by law or gives any
false, forged, or fraudulent bond ; or engages in or carries on the
business of a distiller with intent to defraud the United States of
the tax on the distilled spirits distilled by him, or any part thereof ;
or after the time ﬁxedpin the notice declaring his intention to
suspend work, filed under section 5221 (a), carries on the business
of a distiller on the premises covered by such notice, or has mash
wort, or beer on such premises, 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 such premises—
“(A) 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 ;
“(B) all distilled spirits, wines, raw materials for the pro-
duction of distilled spirits, and personal property found in
the distillery or in any building, room, yard, or inclosure con-
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nected therewith and used with or constituting a part of the
premises: and
“(C) all the right, title, and interest of such person in the
lot or tract of land on which the distillery is situated ; and
“(D) all the right, title, and interest in the lot or tract of
land on which the distillery is located of every person who
knowingly has suffered or permitted the business of a dis-
ti]liar to be there carried on, or has connived at the same;
an
“(E) all personal property owned by or in possession of
any person who has permltteg or suffered any building, yard
or inclosure, or any part thereof, to be used for purposes o
ingress or egress to or from the distillery, which shall be
found in any such building, yard, or inclosure; and
“(F) all the right, title, and interest of every person in any
premises used for ingress or egress to or from the distillery
who knowingly has suffered or permitted such premises to
be used for such ingress or egress: and
“(4) UNLAWFUL PRODUCTION AND REMOVALS FROM VINEGAR
PLANTS.—
“(A) all distilled spirits in excess of 15 percent of alcohol
by volume produced on the premises of a vinegar plant; and
“(B) all vinegar or other fluid or other material containing
a greater proportion than 2 J)ercent of proof spirits removed
from any vinegar plant; an
“(5) FALSE OR OMITTED ENTRIES IN RECORDS, RETURNS, AND
REPORTS.—Whenever any person required by section 5207 to keep
or file any record, return, report, summary, transeript, or other
document, shall, with intent to defraud the United States—
“(A) fail to keep any such document or to make required
entries therein; or
“(B) make any false entry in such document ; or
“(C) cancel, alter, or obliterate any part of such document,
or any entry therein, or destroy any part of such document,
or entry therein; or
“(D) hinder or obstruct any internal revenue officer from
i;rlspecting any such document or taking any abstracts there-
om ; or
"(I‘JJ) fail or refuse to preserve or produce any such docu-
ment, as required by this chapter or regulations issued
pursuant thereto; or
“(F) permit any of the acts described in the preceding
subparagraphs to be performed;
all interest of such person in the distillery, bonded warehouse, or
rectifying or bottling establishment where such acts or omissions
oceur, ang in the equipment thereon, and in the lot or tract of land
on which such distillery, bonded warehouse, or rectifying or
bottling establishment stands, and in all personal property on the
premises of the distillery, bonded warehouse, or rectifying or
bottling establishment where such acts or omissions occur, used
in the business there carried on ; and
“(6) UNLAWFUL REMOVAL OF DISTILLED sPIRrTs.—All distilled
spirits on which the tax has not been paid or determined which
have been removed, other than as authorized by law, from the
plt:i;'a of manufacture, storage, or instrument of transportation;
an
“(7) Crearion or rrcritiovs Proor.—All distilled spirits on
which the tax has not been paid or determined as provided by
law to which any ingredient or substance has been added for the
purpose of creating fictitious proof.
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“PART II—PENALTY AND FORFEITURE PROVISIONS
APPLICABLE TO WINE AND WINE PRODUCTION

“See, 5661. Penalty and forfeiture for violation of laws and regu-
lations relating to wine.
“Sec, 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) FravouLext OrrEnses.—Whoever, with intent to defraud
the United States, fails to pay any tax imposed upon wine or violates,
or fails to comgl with, any provision of subchapter F or subpart C
of part I of su {;apter A, or regulations issued pursuant thereto, or
recovers or attempts to recover any spirits from wine, shall be fined
not more than $5,000, or imprisoned not more than 5 years, or both,
for each such offense, and all products and materials used in any
such violation shall be forfeited to the United States.

“(b) Ormer OrrENsES.—Any proprietor of premises subject to
the provisions of subchapter F, or any employee or agent of such
proprietor, or any other person, who otherwise than with intent to
defraud the United States violates or fails to comply with any provi-
sion of subchapter F or subpart C of part I of subchapter A, or regu-
lations issued pursuant thereto, or who aids or abets in any such
violation, shall be fined not more than $1,000, or imprisoned not more
than 1 year, or both, for each such offense.

“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 stamp,
mark, brand, or label required to appear upon any wine upon its re-
moval 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
by such stamp, mark, brand, or label, or who, directly or indirectly,
and whether by manner of packaging or advertising or any other
form of representation, represents any still wine to be an effervescent
wine or a substitute for an effervescent wine, shall be fined not more
than $1,000, or imprisoned not more than 1 year, or both, for each
such offense.

“SEC. 5663. CROSS REFERENCE.

. “For penalties of common application pertaining to liquors,
meludl;tt; Iv.rinem see part IV, and for penalties for rectified products,
see pa

“PART III—PENALTY, SEIZURE, AND FORFEITURE PRO-
VISIONS APPLICABLE TO BEER AND BREWING

“See, 5671. Penalty and forfeiture for evasion of beer tax and
fraudulent noncompliance with requirements.

“Sec. 5672. Penalty for failure of brewer to comply with require-
ments and to keep records and file returns,

“Sec. 5673. Forfeiture for flagrant and willful removal of beer
without taxpayment.

‘Sec. H674. 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.

98395-59-pT. 1-89
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“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 section
5051 or 5091, or with intent to defraud the United States fails or
refuses to keep and file true and accurate records and returns as re-
quired by section 5415 and regulations issued pursuant thereto, shall
be fined not more than $5,000, or imprisoned not more than 5 years,
or both, for each such offense, and shall forfeit all beer made by him
n}xl' 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.

“E.velg brewer who, otherwise than with intent to defraud the
United States, fails or refuses to keep the records and file the returns
required by section 5415 and regulations issued pursuant thereto, or
refuses to permit any internal revenue officer to inspect his records in
the manner provided, or violates any of the provisions of subchapter
(& or regulations issued pursuant thereto shall be fined not more than
$11%000, or imprisoned not more than 1 year, or both, for each such
offense.

“SEC. 5673. FORFEITURE FOR FLAGRANT AND WILLFUL REMOVAL OF
BEER WITHOUT TAXPAYMENT.

“For flagrant 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 knowingly has
suffered or permitted such removal, or has connived at the same, in
the lands and buildings constituting the brewery 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 complying with the provi-
sions of this chapter or regulations issued pursuant thereto shall be
ﬁn:ltltl not more than $1,000, or imprisoned not more than 1 year, or

“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 any mark, brand, or label
required by section 5412 and regulations issued pursuant thereto shall
be liable to a penalty of $50 for each barrel or other container from
which such mark, brand, or label is so removed or defaced.

“SEC. 5676. PENALTIES RELATING TO BEER STAMPS.

“If stamps or other devices, evidencing the tax on beer or indi-
cating compliance with the provisions of this chapter, are required
by the Secretary or his delegate under section 5054, the following
paragraphs sh:.ljfapply—-

% ?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, bar-
rel, 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,
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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 per-
son 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 impris-
oned not more than 1 year, or both.

“(3) PeNALTY FOR COUNTERFEITING STAMPS AND DEVICES AND
TRAFFICKING IN USED STAMPS OR DEVICES.—Every gerson who makes,
sells, or uses any false or counterfeit stamp or device of the kind
mentioned in section 5054 or regulations issued pursuant thereto,
or who makes, sells, or uses any die for printing or making any
such false or counterfeit stamp or device, or who procures the
same to be done, and every person who shall remove, or cause to
be removed, from any hogshead, barrel, kef; or other container of
beer, any stamp or device required by regulations issued pursuant
to section 5054, with intent to reuse such stamp or device, or who,
with intent to defraud the revenue, knowingly 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 %is 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 pursmant to section 5054 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 LABRELS—Every person who intentionally removes, alters, or
defaces any stamp, device, or label required by section 5054 or
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 PRO-
VISIONS COMMON TO LIQUORS

“Sec. 5681. Penalty relating to signs.

“Sec. 5682. Penalty for breaking locks or gaining access.

“Sec. 5683. Penalty and forfeiture for removal of liquors under
improper brands,

“Sec, 5684. Penalties relating to the payment and collection of
liguor taxes.

“Sec. H085. Penalty and forfeiture relating to possession of devices
for emitting gas, smoke, ete., explosives and firearms,
when violating liguor laws.

“Sec. 5686. Penalty for having, possessing, or using liquor or prop-
erty intended to be used in violating provisions of
this chapter.

“Sec. 5687. Penalty for offenses not specifically covered.

“Bec. 5688, Disposition and release of seized property.

“Sec. 5689. Penalty and forfeiture for tampering with a stamp
machine.

“Sec. 5690. Definition of the term ‘person’.
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“SEC. 5681. PENALTY RELATING TO SIGNS.

“(a) Faiure to Post Requikep Sion.—Every person engaged in
distilling, warehousing of distilled spirits, rectifying, or bottling of
distilled spirits, and every wholesale dl:aa]er in liquors, who fails to post
the sign required by section 5115 (a) or section 5180 (a) shall be fined
not more than $1,000, or imprisoned not more than 1 year, or both,

“(b) Postine or DisprayiNne Farse SigN.—Every person, other
than a distiller, warehouseman of distilled spirits, rectifier, or bottler
of distilled spirits who has received notice of registration of his plant
under the provisions of section 5171 (a), or other than a wholesale
dealer in liquors who has paid the special tax (or who is exempt from
payment of such special tax by reason of the provisions of section
5113 (a)), who puts up or keeps up any sign indicating that he may
lawfully carry on the business of a distiller, bonded warehouseman,
rvectifier, bottler of distilled spirits, or wholesale dealer in liquors, as
the case may be, shall be fined not more than $1,000, or imprisoned not
more than 1 year, or both.

“(c) Premises WHERE No Siax Is Pracep or Kerr.—Every person
who works in any distillery, or in any rectifying, distilled spirits
bottling, or wholesale liquor establishment, on which no sign required
by section 5115 (a) or section 5180 (a) is placed or kept, and every
person who knowingly receives at, or carries or conveys any distilled
spirits to or from any such distillery, or to or from any such rectifying,
distilled spirits bottling, or wholesale liquor establishment, or who
knowingly carries or delivers any gl'a.in, molasses, or other raw mate-
rial to any distillery on which said sign is not placed and kept, shall
forfeit all vehicles, aircraft, or vessels used in carrying or cmweyin%
such property and shall be fined not more than $1,000, or imprisonec
not more than 1 year, or both.

“(d) Presumprion.—Whenever on trial for violation of subsection
(e) by working in a distillery or rectifying establishment on which
no sign required by section 5180 (a) is placed or kept, the defendant
is shown to have been present at such premises, such presence of the
defendant shall be deemed sufficient evidence to authorize convietion,
unless the defendant ex{:lains such presence to the satisfaction of the
jury (or of the court when tried without jury).

“SEC. 5682. PENALTY FOR BREAKING LOCKS OR GAINING ACCESS.
“Every person, who destroys, breaks, injures, or tampers with an
lock or seal which may be placed on any room, building, tank, vessel,
or apparatus, by any duly authorized internal revenue officer, 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, or imprisoned not more than 3 years, or both,

“SEC. 5683. PENALTY AND FORFEITURE FOR REMOVAL OF LIQUORS
UNDER IMPROPER BRANDS.

“Whenever any person ships, transports, or removes any distilled
spirits, wines, or beer, 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 be fined not more than $1,000, or imprisoned not more
than 1 year, or both, and shall forfeit such distilled spirits, wines,
or beer, and casks or packages.

“SEC. 5684. PENALTIES RELATING TO THE PAYMENT AND COLLEC-
TION OF LIQUOR TAXES,

“(a) Famwure To Pay Tax—Whoever fails to pay any tax imposed
by part I of subchapter A at the time preseribed shall, in addition to
any other fpenalty J)rovided in this title, be liable to a penalty of
5 percent of the tax due but unpaid.
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“(b) Famvre To Make Derosit or Taxes.—Section 6656 relating
to failure to make deposit of taxes shall apfly to the failure to make
any deposit of taxes imposed under part
date prescribed therefor, except that the penalty for such failure shall
be 5 percent of the amount of the underpayment in lieu of the penalty
provided by such section.

“(e) ArpricaBiLity oF SeCTION 6659.—The penalties imposed by
subsections (a) and (b) shall be assessed, collected, and paid in the
same manner as taxes, as provided in section 6659 (a).

“(d) Cross REFERENCES.—

“(1) For provisions relating to interest in the case of taxes not
paid when due, see section 6601.

“(2) For penalty for failure to file tax return, see section 6651.
“53) For additional penalties for failure to pay tax, see section

“(4) For penalty for attempt to evade or defeat any tax imposed
by this title, see section 7201,
“(5) For penalty for willful failure to file return, supply infor-
mation, or pay tax, see section 7203.
“SEC. 5685. PENALTY AND FORFEITURE RELATING TO POSSESSION OF
DEVICES FOR EMITTING GAS, SMOKE, ETC., EXPLOSIVES
AND FIREARMS, WHEN VIOLATING LIQUOR LAWS.

“(a) Pexavry For Possrssion oF Devices For Ewmirrize Gas,
Sxyoke, Erc.—Whoever, when violating any law of the UUnited States,
or of any Territory or possession of the United States, or of the Dis-
trict of C'olumbia, in regard to the manufacture, taxation, or trans-
sortation of or traffic in distilled spirits, wines, or beer, or when aiding
in any such violation, has in his possession or in his control any device
capable of causing emission of gas, smoke, or fumes, and which may
be used for the purpose of hindering, delaying, or preventing pursuit
or capture, any explosive, or any firearm (as defined 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 persons engaged in
any such violation or in aiding in any such violation shall be held to
be in possession or control of such device, firearm, or explosive.

Al § b& Pexavry For Possession or MacHiNe GuN, Erc.——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 imprisoned 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.

“(¢) Forrerrure or Firearys, Devices, Ere.—Every such firearm
or device for emitting gas, smoke, or fumes, and every such explosive,
machine gun, shotgun, or rifle, in the possession or control of any per-
son when violating any such law, shall be seized and shall be forfeited
and disposed of in the manner provided by section H862.

“(d) DerrniTioNn oF MacHINE GUN.—As used in this section the
term ‘machine gun’ means any weapon which shoots, or is designed to
shoot, automatically or semiantomatically, more than one shot, without
manual reloading, by a single function of the trigger.

“SEC. 5686. PENALTY FOR HAVING, POSSESSING, OR USING LIQUOR
OR PROPERTY INTENDED TO BE USED IN VIOLATING
PROVISIONS OF THIS CHAPTER.

“(a) GeneraL—It shall be unlawful to have or possess any liquor
or property intended for use in violating any provision of this chapter
or regulations issued pursuant thereto, or which has been so used, and
every person so having or possessing or using such liquor or property,
shalfbe fined not more than $5,000, or imprisoned not more tﬁan 1
year, or both.
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%(b) Cross REFERENCE.—

“For seizu
or u:ed in vir:l:tli‘:‘mt %rff.iiitgrs:cgoﬁq'(l:)t ::2 g:?i:ﬁ%:ﬁ? e
“SEC. 5687, PENALTY FOR OFFENSES NOT SPECIFICALLY COVERED.
“Whoever violates any provision of this chapter or regulations
issued pursuant thereto, for which a specific criminal penalty is not
prescribed by this chapter, shall be fined not more than $1,000, or
imprisoned not more than 1 year, or both, for each such offense.

“SEC. 5688. DISPOSITION AND RELEASE OF SEIZED PROPERTY.

“(a) FORFEITURE—

“(1) Derivery.—All distilled spirits, wines, 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 dis&osed of as hereinafter provided.

“(2) Disposar.—The Administrator of General Services shall
dispose of all distilled spirits, wines, 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, wines, or
beer for medicinal, scientific, or mechanical purposes, or for
any other official purpose for which appropriated funds may
be exgended b{ta }(]}overnment agency ; or

“(B) by gifts to such eleemosynary institutions as, in his
opinion, have a need for such distilled spirits, wines, or beer
for medicinal purposes; or

% }C) by destruction.

“(8) LamrraTioN oN pisposAL.—Except as otherwise provided
by law, no distilled spirits, wines, or beer which 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) Recurations.—The Administrator of General Services
is authorized to make all rules and regulations necessary to carry
out the provisions of this subsection.

“(5) %ﬂmmamn OR MITIGATION OF FORFEITURES.—Nothing in
this section shall affect the authority of the Secretary or his dele-
gate, under the customs or internal revenue laws, to remit or
mitigate the forfeiture, or alleged forfeiture, of such distilled
spirits, wines, or beer, or the authority of the Secretary or his
dlt;]egate, to compromise any civil or criminal case in respect of
such distilled 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 JUDICIAL PROCESs.—Except as provided in sec-
tion 5243, all distilled spirits sold by order of court, or under process
of distraint, shall be sold subject to tax; and the purchaser shall
immediately, and before he takes ession of said spirits, pay the tax
thereon, pursuant to the applicable provisions of this chapter and in
gctlzordanca with regulations to be prescribed by the Secretary or his

elegate.

“&) ReLease oF Skizep VEssers or VeHIcLEs BY 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. As used in this sugsection, the word ‘vessel’ includes every
description of watercraft used, or capable of being used, as a means
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of transportation 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.

“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 on distilled
spirits, rectified spirits, wines, or 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, pos-
sesses, uses, or sells any forged, altered, counterfeited, or simulated
tax stamp, or any plate, die, or device intended for use in for%ing
altering, counterfeiting, or simulatilzf any such stamps, shall be fin d
not more than $10,000, or imprisoned not more than 5 years, or both,
and any machine, device, equipment, or materials used in violation of
this section shall be forfeited to the United States and after con-
demnation shall be destroyed. But this dprovision 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 partner-
ship, 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 APPLICABLE TO OCCUPATIONAL
TAXES

“Sec. 5691. Pellimlties for nonpayment of special taxes relating to
nors.
“Sec. 5692. Pen?iltles relating to posting of special tax stamps.
“SEC. 5691. PENALTIES FOR NONPAYMENT OF SPECIAL TAXES RELAT-
ING TO LIQUORS.

“(a) GeNEraL.—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, limited retail dealer, or
manufacturer of stills, and willfully fail to pay the special tax as
required by law, shall be fined not more than $5,000, or imprisoned
not more than 2 years, or both, for each such offense.

“(b) PresumprioN 1§ Case oF THE SALE oF 20 Wine GALLONS OR
More.—For the purposes of this chapter, the sale, or offer for sale, of
distilled spirits, wines, or beer, in quantities of 20 wine gallons or more
to the same person at the same time, shall be presumptive evidence
that the person making such sale, or offer for sale, is engaged in or
carrying on the business of a wholesale dealer in liquors or a wholesale
dealer in beer, as the case may be. Such presumption may be overcome
by evidence satisfactorily showing that such sale, or offer for sale, was
made to a person other than a dealer, as defined in section 5112 (a).

“SEC. 5692. PENALTIES RELATING TO POSTING OF SPECIAL TAX
STAMPS.

“For penalty for failure to post special tax stamps, see section
7273 (a).” 4
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SEC. 202. AMENDMENT OF CHAPTER 52 OF THE INTERNAL REVENUE
CODE OF 1954.
si5, USC 5701-  Chapter 52 of the Internal Revenue Code of 1954 is amended to
read as follows:

“CHAPTER 52—TOBACCO, CIGARS, CIGARETTES,
AND CIGARETTE PAPERS AND TUBES

“SuBcraPrer A, Definitions; rate and payment of tax; exemption
from tax; and refund and drawback of tax.

“SuscHAPTER B. Qualification requirements for manufacturers of
tobaceo products and cigarette papers and tubes,
export warehouse proprietors, and dealers in
tobacco materials.

“SupcHAPTER C. Operations by manufacturers and importers of
tobaeco products and cigarette papers and tubes
and export warehouse proprietors.

“SuscHAPTER D. Operations by dealers in tobacco materials,

“SuscHAPTER E. Records of manufacturers of tobacco products and
cigarette papers and tubes, export warehouse
proprietors, and dealers in tobacco materials,

“SupcHAPTER F, General provisions.

“SuBcHAPTER (. Penalties and forfeitures.

“Subchapter A—Definitions; Rate and Payment of
Tax; Exemption From Tax; and Refund and Draw-
back of Tax

“Seec. 5701. Rate of tax.
“Sec. 5702. Definitions.
“See. 5703. Liability for tax and method of payment.
“Sec. 5704. Exemption from tax,
“Sec. 5705. Refund or allowance of tax.
“See. 5706. Drawback of tax.
“Seec, 6707, Floor stocks refund on cigarettes,
“Sec. HT08. Losses caused by disaster.
“SEC. 5701. RATE OF TAX.
“(a) Towacco.—On tobacco, 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) Smarn ciears.—On cigars, weighing not more than 3
pounds per thousand, 75 cents per thousand;
“(2) Larce cicars.—On cigars, weighing more than 3 pounds
per thousand ; d
“(A) it removed to retail at not more than 214 cents each,
$2.50 per thousand;
“(B) If removed to retail at more than 214 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) If 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. 3
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,
exclusive of any State or local taxes imposed on the retail sale of cigars.



72 8TAT.) PUBLIC LAW 85-859~-8EPT. 2, 1958

Cigars not ex>mpt from tax under this chapter which are removed but
not intended for sale shall be taxed at the same rate as similar cigars
removed for sale,

“(e) Crcarerres—On cigarettes, manufactured in or imported into
the United States, there shall be imposed the following taxes:

“(1) Smarrn crearerres.—On cigarettes, weigﬁin not more
than 3 pounds per thousand, $4 per thousand until .ﬁ.lly 1, 1959,
and $3.50 per thousand on and after July 1, 1959 ; \

“(2) Laree ciearerres.—On cigarettes, weighing more than
3 pounds per thousand, $8.40 per thousand; except that, if more
than 614 inches in length, they shall be taxable at the rate pre-
seribed for cigarettes weighing not more than 3 pounds per thou-
sand, counting each 234 inches, or fraction thereof, of the length
of each as one cigarette,

“(d) Crearerre Parrrs—On each book or set of cigarette papers
containing more than 25 |lm?ers, manufactured in or imported into
the United States, there shall be imposed a tax of 14 cent for each
50 papers or fractional part thereof; except that, if cigarette papers
measure more than 614 inches in length, they shall be taxable at the
rate prescribed, counting each 234 inches, or fraction thereof, of the
lengtL of each as one cigarette paper.

“(e) Cigarerre TuBes.—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 ciga-
rette tubes measure more than 614 inches in length, they shall be
taxable at the rate prescribed, counting each 234 inches, or fraction
thereof, of the length of each as one cigarette tube.

“(f) IarrorrEp ToBacco Propuers aNp CreArerre PAPERS AND
Tuses.—The taxes imposed by this section on tobacco products and
cigarette papers and tubes imported into the United States shall be
in addition to any import duties imposed on such articles.

“SEC. 5702. DEFINITIONS,

“When used in this chapter—

“(a) Manuracrurep ToBacco.— Manufactured tobacco’ means to-
bacco (other than cigars and cigarettes) prepared, processed, manip-
ulated, or packaged, for removal, or mere]‘; removed, for consumption
by smoking or for use in the mouth or nose, and any tobaceo (other
than cigars and cigarettes), not exempt from tax under this chapter,
sold or delivered to any person contrary to this chapter or regulations
prescribed thereunder.

“(b) Ciear—‘Cigar’ means any roll of tobacco wrapped in tobacco.
. Ec) CrcarerTe.—'Cigarette’ means any roll of tebacco, wrapped
in A)a&)er or any substance other than tobacco.

(d) Toracco Probucts.— Tobacco products’ means manufactured
tobacco, cigars, and cigarettes.

“(e) Manuvracrurer oF Topacco Propucts.— Manufacturer of to-
bacco products’ means any person who manufactures cigars or cig-
arettes, or who prepares, processes, manipulates, or packages, for
removal, or merely removes, tobacco (other than cigars and cigarettes)
for consumption by smoking or for use in the mouth or nose, or who
sells or delivers any tobacco (other than cigars and cigarettes) con-
trary to this chapter or regulations prescribed thereunder. The term
‘manufacturer of tobacco products’ shall not include—

“(1) a person who in any manner prepares tobacco, or pro-
duces cigars or cigarettes, solely for his own personal consumption
or use; or ‘

“(2) a proprietor of a customs bonded manufacturing ware-
house with respect to the operation of such warehouse; or
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“(3) a farmer or grower of tobacco with respect to the sale of
leaf tobacco of his own growth or raising, if it is in the condition
as cured on the farm; or

“(4) a bona fide association of farmers or growers of tobacco
with respect to sales of leaf tobacco grown by farmer or grower
members, if the tobacco so sold is in the condition as cured on
the farm, and if the association maintains records of all leaf
tobacco, acquired or received and sold or otherwise disposed of,
in such manner as the Secretary or his delegate shall by regula-
tions prescribe.

“(f) Cicarerre Parer.—‘Cigarette paper’ means paper, or any
other material except tobacco, prepared lf)or use as a cigarette wrapper.

“(g) Crearerte Papers.—‘Cigarette papers’ means taxable books
or sets of cigarette papers.

“(h) Crearerte TuBe.—‘Cigarette tube’ means cigarette paper made
into a hollow cylinder for use in making cigarettes.

*(1) MaxuracTurer oF CIGARETTE Parers axp Tuses.—‘Manufac-
turer of cigarette papers and tubes’ means any person who makes up
cigarette paper into books or sets containing more than 25 papers
each, or into tubes, except for his own personal use or consumption.

“(7) Exrorr WareHouse.—'Export warehouse’ means a bonded
internal revenue warehouse for the storage of tobacco products and
cigarette papers and tubes, upon which the internal revenue tax has
not been paid, for subsequent shipment to a foreign country, Puerto
Rico, the Virgin Islands, or a possession of the United States, or for
consumption beyond the jurisdiction of the internal revenue faws of
the United States.

“(k) Exporr Warenouse Proprieror—‘Export warehouse pro-
prietor’ means any person who operates an export warehouse.

“(1) Toracco Materiars.— Tobacco materials’ means tobacco other
than manufactured tobacco, cigars, and cigarettes.

“(m) Dearer 1N ToBacco Mareriars.— Dealer in tobacco mate-
rials’ means any person who receives and handles tobacco materials
for sale, shipment, or delivery to another dealer in such materials,
to a manufacturer of tobacco products, or to a foreign country, Puerto
Rico, the Virgin Islands, or a Eossession of the United States, or who
receives tobacco materials, other than stems and waste, for use by
him in the production of fertilizer insecticide, or nicotine. The
term ‘dealer in tobacco materials’ shail not include—

(1) an operator of a warehouse who stores tobacco materials
solely for a qualified dealer in tobacco materials, for a qualified
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 with respect to the sale
of leaf tobacco of his own growth or raising, or a bona fide asso-
ciation of farmers or growers of tobacco with respect to sales
of leaf tobacco grown by farmer or grower members, if the tobacco
so sold is in the condition as cured on the farm: Provided, That
such association maintains records of all leaf tobacco acquired
or received and sold or otherwise disposed of by the association,
in such manner as the Secretary or his delegate shall by regula-
tion prescribe; or

“(3) a person who buys leaf tobacco on the floor of an auction
warehouse, or who buys leaf tobacco from a farmer or grower,
and places the tobacco on the floor of such a warehouse, or who
purcﬁases and sells warehouse receipts without taking physical
possession of the tobacco covered thereby; or
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“(4) a qualified manufacturer of tobacco products with re-
spect to tobacco materials received by him under his bond as
such a manufacturer.

“(n) RemovarL or ReEmove—‘Removal’ or ‘remove’ means the re-
moval of tobacco products or cigarette papers or tubes from the fac-
tory or from internal revenue bond, as the Secretary or his delegate
shall by regulation prescribe, or release from customs custody, and
shall afso include the smuggling or other unlawful importation of
such articles into the United States.

“(0) ImrorTer.—‘Importer’ means any person in the United States
to whom nontaxpaid tobacco products or cigarette papers or tubes
manufactured in a foreign country, Puerto Rico, the Virgin Islands,
or a possession of the United States are shi}]:»ped or consigned; any
person who removes cigars or cigarettes for sale or consumption in the
United States from a customs bonded manufacturing warehouse ; and
any person who smuggles or otherwise unlawful 5 brings tobacco
products or cigarette papers or tubes into the United States.

“SEC. 5703. LIABILITY FOR TAX AND METHOD OF PAYMENT.

“(a) LiapiLity ror Tax.—

“(1) OrreiNan riapmary.—The manufacturer or importer of
tobacco products and cigarette papers and tubes shall be liable
for the taxes imposed thereon by section 5701.

“(2) TransrFEr OF LIABILITY.—When tobacco products and
cigarette papers and tubes are transferred, without payment of
tax, pursuant to section 5704, the liability for tax shall be trans-
ferred in accordance with the provisions of this paragraph.
When tobacco products and cigarette papers and tubes are trans-
ferred between the bonded premises of manufacturers and export
warehouse proprietors, the transferee shall become liable for the
tax upon receipt by him of such articles, and the transferor shall
thereupon be relieved of his liability for such tax. When tobacco
products and cigarette papers and tubes are released in bond from
customs custody for transfer to the bonded premises of a manu-
facturer of tobacco products or cigarette papers and tubes, the
transferee shall become liable for the tax on such articles upon
release from customs custody, and the importer shall thereupon
be relieved of his liability for such tax.

“(b) MermOD OF PaAYMENT oF Tax.—The taxes imposed by section
5701 shall be determined at the time of removal of the tobacco products
and cigarette papers and tubes. Such taxes shall be paid on the basis
of a return, except that the taxes shall continue to be paid by stamp
until the Secretary or his delegate provides, by regulations, for the
payment of the taxes on the basis of a return. The Secretary or his
delegate shall, b'lv regulations, prescribe the period or event for which
such return shall be made, the information to be furnished on such
return, the time for making such return, and the time for payment of
such taxes. Any postponement under this subsection of the payment
of taxes determined at the time of removal shall be conditioned upon
the filing of such additional bonds, and upon compliance with such
requirements, as the Secretary or his delegate may, by regulations,
prescribe for the protection of the revenue. The Secretary or his
delegate may, by regulations, require payment of tax on the basis of
a return prior to removal of the tobacco produets and cigarette papers
and tubes where a person defaults in the postponed payment of tax on
the basis of a return under this subsection or regulations prescribed
thereunder. All administrative and penal provisions of this title, inso-
far as applicable, shall apply te any tax imposed by section 5701.
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“(c) Stamps To Evipexce ToE Tax.—If the Secretary or his dele-
gate shall by regulation provide for the payment of tax by return and
require the use of stamps to evidence the tax imposed by this chapter
or to indicate compliance therewith, the Secretary or his delegate shall
cause to be prepared suitable stamps to be issued to manufacturers and
importers of tobacco products, to be used and accounted for, in accord-
ance with such regulations as the Secretary or his delegate shall
prescribe.

“(d) Use or GoverxmevT Deposrraries—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 OPSHC]‘I tax by such banks and trust companies is to be
treated as payment for tax purposes.

“(e) AssessMENT.—Whenever any tax required to be paid by this
chapter is not paid in full at the time requirved for such payment, it
shall be the duty of the Secretary or his delegate, subject to the limita-
tions prescribed in section 6501, on proof satisfac*ory 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. KExcept in cases where
delay may jeopardize collection of the tax, or where the amount is
nominal or the result of an evident mathematical error, no such assess-
ment 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.

“(a) Tomacco Propvers FurNisaep ror EMprovee Use or Experi-
MENTAL Prreoses.—Tobacco products may be furnished by a manu-
facturer of such products, without payment of tax, for use or consump-
tion by employees or for experimental purposes, in such quantities,
and in such manner as the Secretary or his delegate shall by regulation
prescribe.

“(b) Tosacco Proopucrs axp CicArerTE Parers aAxDp Tupes Traxs-
FERRED OR REMovED 1IN Bonp From Domestic Facrories anp Exrporr
Warenouses.—A manufacturer or export warehouse proprietor may
transfer tobacco products and cigarette papers and tubes, without
payment of tax, to the bonded premises of another manufacturer or
export warehouse proprietor, or remove such articles, without pay-
ment of tax, for shipment to a foreign country, Puerto Rico, the Virgin
Islands, or a possession of the United States, or for consumption
beyond the jurisdiction of the internal revenue laws of the United
States; and manufacturers may similarly remove such articles for
use of the United States; in accordance with such regulations and
under such bonds as the Secretary or his delegate shall prescribe.

“(e¢) ToBacco MATERTALS SHIPPED OR DELIVERED IN Boxp—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 {Tnited States; or,
in the case of tobacco stems and waste only, to any person for use by
him as fertilizer or insecticide or in the production of fertilizer, insec-
ticide, or nicotine; in accordance with such regulations and under
such bonds as the Secretary or his delegate shall prescribe.
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“(d) Tosacco Propucrs, Crearerre Papers anxp Tuses, AND
Tosacco MateriALs ReLeasep 1N Bonp From Cusroms Custopy.—
Tobacco products, cigarette pa%rs and tubes, and tobacco materials,
imported or brought into the United States, may be released from
customs custody, without payment of tax, for delivery to a manufac-
turer of tobacco products or ci%arette papers and tubes and such
tobacco materials may be similarly released for delivery to a dealer
in tobacco materials, in accordance with such regulations and under
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 (without interest) to the manufacturer, importer, or export
warehouse proprietor, on proof satisfactory to the Secretary or his
delegate that the claimant manufacturer, importer, or export ware-
house proprietor has paid the tax on tobacco products and cigarette
papers and tubes withdrawn by him from the market; or on such
articles lost (otherwise than by theft) or destroyed, by fire, casualty,
or act of God, while in the possession or ownership of the claimant.

“(b) Arrowance.—If the tax has not yet been paid on tobacco
products and cigarette papers and tubes proved to have been with-
drawn from the market or lost or destroyed as aforesaid, relief from
the tax on such articles may be extended upon the filing of a claim
for allowance therefor in accordance with such regulations as the
Secretary or his delegate shall prescribe.

“(¢) LmvrrarioN.—Any claim for refund of tax under this section
shall be filed within 6 months after the date of the withdrawal from
the market, loss, or destruction of the articles to which the claim
relates, and shall be in such form and contain such information as the
Secretary or his delegate shall by regulations prescribe.

“SEC. 5706. DRAWBACK OF TAX.

“There shall be an allowance of drawback of tax paid on tobacco
products and cigarette papers and tubes, when shipped from the
United States, in accordance with such regulations and upon the filing
of such bond as the Secretary or his delegate shall prescribe.

“SEC. 5707. FLOOR STOCKS REFUND ON CIGARETTES.

“(a) I~ GenNeraL—With respect to cigarettes, weighing not more
than 3 pounds per thousand, upon which the tax imposed by subsection
(c) (1{)of section 5701 has been paid, and which, on July 1, 1959, 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 credited 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 July 1, 1959, if claim for such
credit or refund is filed with the Secretary or his delegate before
October 1, 1959.

“(b) Limrrarions oN EvicieiLrry ror Creprt or REFunp.—No per-
son shall be entitled to credit or refund under subsection (a) unless
such person, for such period or periods both before and after July
1, 1959 (but not extending beyond 1 year thereafter), as the Secretary
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or his deleﬁnte shall by regulation prescribe, 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.

“(¢) PeENaLry AND ApMINISTRATIVE ProCEDURES.—AIll 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 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. 5708. LOSSES CAUSED BY DISASTER.

“(a) AvurHORIZATION.—Where the President has determined under
the Act of Segtember 30, 1950 (42 U. S. C., sec. 1855), that a ‘major
disaster’ as defined in such Act has occurred in any part of the United
States, the Secretary or his delegate shall pay (without interest) an
amount equal to the amount of the internal revenue taxes paid or
determined and customs duties paid on tobacco products and cigarette
papers and tubes removed, which were lost, rendered unmarketable,
or condemned b{ a duly authorized official by reason of such disaster
occurring in such part of the United States on and after the effective
date of this section, if such tobacco products or cigarette papers or
tubes were held and intended for sale at the time of such disaster.
The payments authorized by this section shall be made to the person
holding such tobacco products or cigarette papers or tubes for sale
at the time of such disaster,

“(b) Craims.—No claim shall be allowed under this section unless—

“(1) filed within 6 months after the date on which the Presi-
dent makes the determination that the disaster referred to in
subsection (a} has occurred ; and

“(2) the claimant furnishes proof to the satisfaction of the
Secretary or his delegate that—

“(A) he was not indemnified by any valid claim of insur-
ance or otherwise in respect of the tax, or tax and duty, on the
tobacco products or cigarette papers or tubes covered by the
claim, and

“(B) he is entitled to pfiit]yment under this section.

Claims under this section shall be filed under such regulations as the
Secretary or his delegate shall prescribe.

“(c) DestructioNn or Tosacco Propucrs or CicarerTe PAPERS OR
Tuses.—Before the Secretary or his delegate makes payment under
this section in respect of the tax, or tax and duty, on the tobacco
products or cigarette papers or tubes condemned by a duly authorized
official or rendered unmarketable, such tobacco products or cigarette
papers or tubes shall be destroyed under such supervision as the Secre-
tary or his delegate may prescribe, unless such tobacco products or
cigarette papers or tubes were previously destroyed under supervision
satisfactory to the Secretary or his delegate.

%(d) Ormer Laws AppricaBLE.—All provisions of law, including
penalties, alzlplicable in respect of internal revenue taxes on tobacco
products and cigarette aﬁfrs and tubes shall, insofar as a I])]hcable
and not inconsistent with this section, be applied in respect of the pay-
ments provided for in this section to the same extent as if such pay-
ments constituted refunds of such taxes.
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“Subchapter B—Qualification Requirements for Manu-
facturers of Tobacco Products and Cigarette Papers
and Tubes, Export Warehouse Proprietors, and
Dealers in Tobacco Materials

“See. 5711. Bond.
“See, 5712, Application for permit.
“Sec. 5713, Permit.

“SEC. 5711. BOND.

“(a) WueN Requirep.—Every person, before commencing business
as a manufacturer of tobacco products or cigarette papers and tubes,
as an export warehouse proprietor, or as a dealer in tobacco materials,
shall file such bond, conditioned upon compliance 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 additional bond may be required whenever the Secretary or his
delegate considers such action necessary for the protection of the
revenue.

“(b) Arprovar or DisaprrovaL.—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 Eis delegate determines that the bond is not adequate to
protect the revenue.

“(e) CancerraTion.—Any bond filed hereunder may be canceled,
upon notice to the princi al 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
tobacco products or as an export warehouse proprietor, and at such
other time as the Secretary or his delegate shall by regulation pre-
scribe, shall make application for the permit provided for in section
5713. The application shall be in sucﬁeform as the Secretary or his
delegate sha]]pprescribe 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 his 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 part-
nership, 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 dis-
close any material information required or made any material
false statement in the application therefor.
No person subject to this section, who is lawfully engaged in business
on the date of the enactment of the Excise Tax Technical Changes
Act of 1958, shall be denied the right to carry on such business pending
reasonable opportunity to make application for permit and final action
thereon.
“SEC. 5713. PERMIT.

“(a) IssvancE.—A person shall not engage in business as a manu-
facturer of tobacco products or as an export warehouse proprietor
without a permit to engage in such business. Such permit, condi-
tioned upon compliance with this chapter and regulations issued there-
under, shall be issued in such form uug in such manner as the Secretary
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or his delegate shall by regulation prescribe, to every person properly
qualified under sections 5711 and 5712. A new permit may be re-
quired at such other time as the Secretary or his delegate shall ﬁy regu-
lation prescribe.

“(b) Revooarion.—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 inyolv-
ng intent to defraud, or has violated the conditions of such permit, or
has failed to disclose any material information required or made any
material false statement in the application for such 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 any other provision of this title involving intent to
defraud, has violated the conditions of such permit, has failed to dis-
close any material information required or made any material false
statement in the application therefor, or has failed to maintain his
Eremises in such manner as to protect the revenue, such permit shall

e suspended for such period as the Secretary or his delegate deems
proper or shall be revoked.

“Subchapter C—Operations by Manufacturers and Im-
porters of Tobacco Products and Cigarette Papers
and Tubes and Export Warehouse Proprietors

“See, H721. Inventories.
“Sec, 5722. Reports.
“See. 5723. Packages, marks, labels, notices, and stamps.

“SEC. 5721. INVENTORIES.

“Every manufacturer of tobacco products or cigarette papers and
tubes, and every export warehouse proprietor, shall make a true and
accurate inventory at the time of commencing business, at the time
of concluding 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 prescribe. Such inventories shall be subject to verifica-
tion by any internal revenue officer.

“SEC. 5722. REPORTS.

“Every manufacturer of tobacco products or cigarette papers and
tubes, and every export warehouse proprietor, shall make reports con-
taining such information, in such form, at such times, and for such
periods as the Secretary or his delegate shall by regulation preseribe.

“SEC. 5723. PACKAGES, MARKS, LABELS, NOTICES, AND STAMPS.

“(a) Packaces.—All tobacco products and cigarette papers and
tubes shall, before removal, be put up in such packages as tEe Secre-
tarzy or his delegate shall by regulation prescribe.

“(b) Marxks, Lasers, Norices, axp Stames.—Every package of to-
bacco products or cigarette papers or tubes shall, before removal,
bear the marks, labels, notices, and stamps, if any, that the Secretary
or his delegate by regulation prescribes.

“(e) Lorrery Frarures—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, at-
tached to, or stamped, marked, written, or printed on any package of
tobacco products or cigarette papers or tuges.
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“(d) Inpecent or Immorar Marerian Pronisrrep.—No indecent
or immoral picture, print, or representation shall be contained in,
attached to, or stamped, marked, written, or printed on any package
of tobacco products or ciEarette papers or tubes.

“(e) Exceprions.—Tobacco pm({):cts furnished by manufacturers
of such products for use or consumption by their employees, or for
experimental purposes, and tobacco products and cigarette papers
and tubes transferred to the bonded premises of another manufacturer
or export warehouse proprietor or released in bond from customs
custody for delivery to a manufacturer of tobacco products or cigarette
papers and tubes, may be exempted from subsections (a) and (b) in
accordance with such regulations as the Secretary or his delegate shall
prescribe.

“Subchapter D—Operations by Dealers in Tobacco
Materials

“Sec. 5731, Shipments and deliveries restricted.
“Sec, 5732. Inventory, and 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 subject
to tax as manufactured tobacco and the dealer shipping or deliverin
the same shall be subject as a manufacturer of tobacco to the provi-
sions of this chapter.

“SEC. 5732 INI}:EI]];%.ORY, AND STATEMENT OF SHIPMENTS AND DELIV-

“A dealer in tobacco materials shall make, upon demand of an
internal revenue officer, a true and accurate inventory of all suc
materials held by the dealer, and shall, upon similar demand, furnish
a true and complete statement of the egus.ntity of such materials
shipped or delivered to any person named in such demand.

“Subchapter E—Records of Manufacturers of Tobacco
Products and Cigarette Papers and Tubes, Export
Warehouse Proprietors, and Dealers in Tobacco
Materials

““Sec. 5741. Records to be maintained.
“SEC. 5741. RECORDS TO BE MAINTAINED.

“Every manufacturer of tobacco products or cigarette papers and
tubes, every export warehouse proprietor, and every dealer in tobacco
materials shall keep such records in such manner as the Secretary or
his delegate shall by regulation prescribe.

“Subchapter F—General Provisions

“Sec, 5751. Purchase, receipt, possession, or sale of tobacco prod-
ucts and cigarette papers and tubes, after removal.

“Sec. 5752. Restrictions relating to marks, labels, notices, stamps,
and packages,

“Sec. 5753. Disposal of forfeited, condemned, and abandoned
tobacco products, cigarette papers and tubes, and
tobacco materials.

98393-39-FT. 1-90
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“SEC. 5751. PURCHASE, RECEIPT, POSSESSION, OR SALE OF TOBACCO
PRODUCTS AND CIGARETTE PAPERS AND TUBES, AFTER
REMOVAL.

“(a) Resrricrion.—No person shall—

“(1) with intent to defraud the United States, purchase,
receive, possess, offer for sale, or sell or otherwise dispose of,
after removal, any tobacco prociucts or cigarette papers or tubes—

“(A) upon which the tax has not been paid or determined
in the manner and at the time prescribed by this chapter or
regulations thereunder; or

(B) which, after removal without payment of tax pur-
suant to section 5704, have been diverta-c%J from the applicable
purpose or use specified in that section ; or

“(2) with intent to defraud the United States, purchase,
receive, possess, offer for sale, or sell or otherwise dispose of,
after removal, any tobacco products or cigarette gapers or tubes,
which are not put up in packages as required under section 5723
or which are put up in packages not bearing the marks, labels,
notices, and stamps, as required under such section; or

“(3) otherwise than with intent to defraud the United States,
purchase, receive, possess, offer for sale, or sell or otherwise dispose
of, after removal, any tobacco products or cigarette papers or
tubes, which are not put up in packages as required under section
5723 or which are put up in packages not bearing the marks, labels,
notices, and stamps, as required under such section. This para-
graph shall not prevent the sale or delivery of tobacco products
or cigarette papers or tubes directly to consumers from proper
Eackages, nor apply to such articles when so sold or delivered.

“(b) Liasmiry To Tax.—Any person who possesses tobacco prod-
uets or ci%arette apers or tubes in violation of subsection (a) (1) or
(a) (2) shall be liable for a tax equal to the tax on such articles.

“SEC. 5752. RESTRICTIONS RELATING TO MARKS, LABELS, NOTICES,
STAMPS, AND PACKAGES.

“No person shall, with intent to defraud the United States—

“(a) destroy, obliterate, or detach any mark, label, notice, or stamp
prescribed or authorized, by this chapter or regulations thereunder, to
appear on, or be affixed to, any package of tobacco products or cigarette
papers or tubes, before such package is emptied ; or

“(b) empty any package of tobacco products or cigarette papers or
tubes without destroying any stamp thereon to evidence the tax or
indicate compliance with this chapter, preseribed by this chapter or
regulations thereunder to be affixed to such package; or

“(e) detach, or cause to be detached, from any package of tobacco
products or cigarette papers or tubes any stamp, prescribed by this
chapter or regulations thereunder, to evidence the tax or indicate com-
pliance with this chapter, or purchase, receive, possess, sell, or dispose
of, by gift or otherwise, any such stamp which has been so detached;
or

“(d) purchase, receive, possess, sell, or dispose of, by gift or other-
wise, any package which previously contained tobacco products or
cigarette papers or tubes which has been emptied, and upon which any
stamp prescribed by this chapter or regulations thereunder, to
evidence the tax or indicate compliance with this chapter, has not been
destroyed.
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“SEC. 5753. DISPOSAL OF FORFEITED, CONDEMNED, AND ABANDONED
TOBACCO PRODUCTS, CIGARETTE PAPERS AND TUBES
AND TOBACCO MATERIALS.

“If it appears that any forfeited, condemned, or abandoned
tobacco mdll)ﬁ:ts, cigarette papers and tubes, or tobacco materials
when offered for sale, will not bring a price equal to the tax due an
payable thereon, and the expenses incident to the sale thereof, such
articles and tobacco materials shall not be sold for consumption in the
United States but shall be disposed of in accordance with such regula-
tions as the Secretary or his delegate shall prescribe.

“Subchapter G—Penalties and Forfeitures

“Seec. 5761. Civil penalties.
“Sec, 5H762. Criminal penalties.
“Sec. 5763. Forfeitures.

“SEC. 5761. CIVIL PENALTIES.

“(a) Omrrrineg THiNGs REQuirep or Doing Things ForBipbEN.—
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) or under
section 6651 or 6653 may be collected from such person by assessment,

“(b) FaiLtvre To Pay Tax.—Whoever fails to pay any tax im-
posed by this chapter at the time prescribed by law or regulations,
shall, in addition to any other penaﬁy provided in this title, be liable
to a penalty of 5 percent of the tax due but unpaid.

“(¢) Famwure To Make Deposit oF Taxes.—Section 66456 relating
to failure to make deposit of taxes shall aﬁply to the failure to make
any deposit of taxes imposed under subchapter A on the date pre-
scribed therefor, except that the penalty for such failure shall be 5
percent of the amount of the underpayment in lieu of the penalty
provided by such section.

“(d) ArppLicaBmury or SectioN 6659.—The penalties imposed by
subsections (b) and (c) shall be assessed, collected, and paid in the
same manner as taxes, as provided in section 6659 (nS.

“SEC. 5762. CRIMINAL PENALTIES.

“(a) Fravpurent Orrenses.—Whoever, with intent to defraud the
United States—

“(1) ENGAGING IN BUSINESS UNLAWFULLY.—Engages in busi-
ness as a manufacturer of tobacco products or cigarette papers
and tubes, as an export warehouse proprietor, or as a dealer in
tobacco materials without filing the bond and obtaining the per-
mit where required by this chapter or regulations thereunder; or

“(2) FaILING TO FURNISH INFORMATION OR FURNISHING FALSE
INFORMATION.—Fails to kee];(or make any record, return, report,
inventory, or statement, or keeps or makes any false or fraudu-
lent 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 TOBACCO PRODUCTS OR CIGARETTE PAPERS OR TUBES
UNLAWFULLY.—Removes, contrary to this chapter or regulations
thereunder, any tobacco products or cigarette papers or tubes
subject to tax under this chapter; or
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“(5) PURCHASING, RECEIVING, POSSESSING, OR SELLING TOBACCO
PRODUCTS OR CIGARETTE PAPERS OR TUBES UNLAWFULLY.— Violates
any provision of section 5751 (a) (1) or (a) (2);or

*(6) Arrixine iMPROPER sTAMPS.—Affixes to any package con-
taining tobacco products or cigarette papers or tubes any improper
or counterfeit stamp, or a stamp prescribed by this chapter or
regulations thereunder which has been previously used on a
package of such articles; or

“(7) DESTROYING, OBLITERATING, OR DETACHING MARKS, LABELS,
NOTICES, OR STAMPS BEFORE PACKAGES ARE EMPITED.—Violates any
provision of section 5752 (a) ; or

“(8) EMPTYING PACKAGES WITHOUT DESTROYING STAMPS.—
Violates any provision of section 57562 (b): or

“(9) PossESSING EMPTIED PACKAGES BEARING STAMPS,— Violates
any provision of section 5752 (d) ; or

‘(10) REFILLING PACKAGES BEARING STAMPS—Puts tobacco
products or cigarette papers or tubes into any package which pre-
viously contained such articles and which bears a stamp preseribed
by this chapter or regulations thereunder without destroying
such stamp; or

“(11) DEeTACHING STAMPS OR POSSESSING USED STAMPS.— Violates
any provision of section 5752 (e¢) ;

shall, for each such offense, be fined not more than $10,000, or impris-
oned not more than 5 years, or both.

“(b) OrmEr OrrENsEs.—Whoever, otherwise than as provided in
subsection (a), violates any 1pmvissif_m of this chapter, or of regulations
prescribed thereunder, shall, for each such offense, be fined not more
than $1,000, or imprisoned not more than 1 year, or both.

“SEC. 5763. FORFEITURES,

“(a) Topacco Propucts aAND Ci16aReTTE PArERs AND Tuses UNvAw-
FULLY POSSESSED.—

“(1) ToBAacco PRODUCTS AND CIGARETTE PAPERS AND TUBES POS-
SESSED WITH INTENT TO DEFRAUD.—AII tobacco products and cig-
arette papers and tubes which, after removal, are possessed with
intent to defraud the United States shall be forfeited to the
United States.

“(2) ToBACCO PRODUCTS AND CIGARETTE PAPERS AND TUBES NOT
PROPERLY PACKAGED.—AIl tobacco products and cigarette papers
and tubes not in packages as required under section 5723 or which
are in packages not bearing the marks, labels, notices, and stamps,
as required under such section, which, after removal, are possessed
otherwise than with intent to defraud the United States, shall be
forfeited to the United States. This paragraph shall not apply
to tobacco products or cigarette papers or tubes sold or delivered
directly to consumers from proper packages.

“(b) Prrsoxar Properry or Quaririen MANUFACTURERS, KXPORrT
Warenotrse ProprieTors, anp Deavers Acrine Wrra IntenTt To
Derravn.—All tobacco products and cigarette papers and tubes, to-
bacco materials, packages, internal revenue stamps, machinery, fix-
tures, equipment, and all other materials and personal property on
the premises of any qualified manufacturer of tobacco products or
cigarette papers and tubes, export warehouse proprietor, or dealer in
tobacco materials who, with intent to defraud the [Tnited States, fails
to keep or make any record, return, report, inventory, or statement,
or keeps or makes any false or fraudulent record, return, report, inven-
tory, or statement, required by this chapter: or 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 removes, contrary to any provision
of this chapter, any article subject to tax under this chapter, shall be
forfeited to the United States.



T2 8t AT.) PUBLIC LAW 85-859—8EPT. 2, 1958

“(¢) Rear axp PersoNan Property oF Irnvicit Operarors.—All
tobacco products, cigarette papers and tubes, tobacco materials, ma-
chinery, fixtures, equipment, and other materials and personal prop-
erty on the premises of any person engaged in business as a manu-
facturer of tobacco products or cigarette papers and tubes, export
warehouse proprietor, or dealer in tobacco materials, without filing
the bond or obtaining the permit, as 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) GexerarL.—All property intended for use in violating the

rovisions of this chapter, or regulations thereunder, or which has
Eeen so used, shall be forfeited to the United States as provided in
section 7302.”

SEC. 203. TECHNICAL AMENDMENTS RELATING TO MACHINE GUNS
AND CERTAIN OTHER FIREARMS,

(a) OccuprarioNnarn Tax ror CerTaiNn Dravers.—Subsection (a) of
section 5801 is amended by striking out “dealers, $1 a year” and insert-
ing in lieu thereof “dealers, $1 a year or any part thereof”. Subsec-
tion (b) of such section is amended by adding at the end thereof the
following new sentence : “This subsection shall not apply to the special
tax imposed at the rate of $1 a year or any part thereof.”

(b) TransFer Tax.—Section 5811 (a) is amended by striking out
12 inches but less than 18 inches” and inserting in lieu thereof “12
inches or more but less than 18 inches”,

(¢) Documents To Accompany TransFers.—Section 5814 is
amended by striking out subsection (¢) and relettering subsections (d)
and (e) as (¢) and Fd),respectively.

Tax oN MakiNg CERTAIN FIREARMS.——

1) Section 5821 (a) is amended by striking out “that rate pro-
vided in section 5811 (a) which would apply to any transfer of the
firearms so made” and inserting in lieu thereof “the rate of $200
for each firearm so made”.

(2) Subsection 5821 (b) (2) is amended by striking out “under
either section 5811 (a) or”.

;e) InenTIFICATION OF FIREARMS.—Section 5843 is amended to read
as follows:

“SEC. 5843, IDENTIFICATION OF FIREARMS.

“Each manufacturer and importer of a firearm shall identify it
with a number and other identification marks approved by the Secre-
tary or his delegate, such number and marks to ll))e stamped or other-
wise placed thereon in a manner approved by the Secretary or his

delegate.”
( f)n DEeriNITIONS.—

(1) Paragraph (3) of section 5848 is amended by striking out
“designed and made” and inserting in lieu thereof ‘“designed
or redesigned and made or remade”.

(2) Paragraph (4) of section 5848 is amended by strikin
out “designed and made” and inserting in lieu thereof “designeﬁ
or redesigned and made or remade”.

(3) Paragraph (7) of section 5848 is amended to read as
follows:

“(7) Maxvracrurer.—The term ‘manufacturer’ means any
person who is engaged within the United States in the business
of manufacturing firearms, or who otherwise produces therein
any firearm for sale or disposition.”

(g) Suzorr TrrLE, ETC.—
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“SEC. 5849. CITATION OF CHAPTER.
arnitional Fire-  “This chapter may be cited as the ‘National Firearms Act’ and
: any reference in any other provision of law to the ‘National Firearms
Act’ shall be held to refer to the provisions of this chapter.”

(2) The table of sections for subchapter B of chapter 53 is

amended by adding at the end thereof the following:
“Sec. 5849. Citation of chapter.”
(h) Unrvawrur Possession oF FIREARMS.—

(1) The first sentence of section 5851 is amended by striking
out the period and inserting in lieu thereof a comma and the
following: “or to possess any firearm which has not been regis-
tered as required by section 5841.”

(2) The heading to section 5851 is amended to read as follows:

“SEC. 5851. POSSESSING FIREARMS ILLEGALLY.”

(3) The first line of the table of sections for subchapter C

of chapter 53 is amended to read as follows:
““Bee. 5851, Possessing firearms illegally.”

(i) Cerraixy UNLawruL Acts—

A5 USC sest- (1) Subchapter C of chapter 53 is amended by striking out
1 section 5854 and inserting in lieu thereof the following new
sections:

“SEC. 5854. FAILURE TO REGISTER AND PAY SPECIAL TAX.

“It shall be unlawful for any person required to register under the
26 USC 5802.  provisions of section 5802 to import, manufacture, or deal in firearms
without having registered and paid the tax imposed by section 5801.

“SEC. 5855. UNLAWFUL TRANSPORTATION IN INTERSTATE COM-
MERCE. v

“It shall be unlawful for any person who is required to register as
26 USC 5841,  provided in section 5841 and wﬁrm 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.”

(2) The table of sections for subchapter C of chapter 53 is
amended by striking out the last line and inserting in lieu thereof
the following:

‘“Sec. 5854. Failure to register and pay special tax.

“Sec. 53855. Unlawful transportation in interstate commerce.”
SEC. 204. AMENDMENTS TO SUBTITLE F OF THE INTERNAL REVENUE

CODE OF 194.

,25 Usc eooi-  The following provisions of subtitle F, Procedure and Adminis-

A tration, are amended as follows:

(1) Subsection (b) of section 6071 is amended by deleting the
period at the end thereof and inserting in lieu thereof “and sec-
tion 5142.”

32) Paragraph (4) of section 6207 is amended to read as
follows:

“(4) For assessment with respect to taxes required to be paid
by chapter 52, see section 5703.”

(3) Section 6207 is further amended by striking out paragraphs
(6) and (7) thereof, and renumbering paragraphs (8) and (9) as
paragraphs (6) and (7), respectively.
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4) Paragraph (14) of section 6422 is amended to read as
follows:
“(14) For ial provisions relating to aleohol and tobacco taxes,
see subtitle E.p:c
5) Subsection (c) of section 7214 is amended to read as
follows:

“(c) Cross REFERENCE.—

“For penalty on collecting or disbursing officers trading in public
funds or debts or property, see 18 U. S. C. 1901.”

(6) Subsection (a) of section 7272 is amended by inserting
after “person” the following: “(other than persons required to
register under subtitle E, or persons engaging in a trade or busi-
ness on which a special tax is imposed by such subtitle)”.

(7) Subsection (b) of section 7272 is amended by striking out
“5802, 5841,

88) Subsection (e) of section 7301 is amended to read as
follows:

“(e) ConveEvaNceEs.—Any property (including aircraft, vehicles,
vessels, or draft animals) used to transport or for the deposit or
concealment of property described in subsection (a) or (b), or any
property used to transport or for the deposit or concealment of prop-
erty which is intended to be used in the making or dpao::kagin%l of
¥ro erty described in subsection (a), may also be seized, and shall be

orfeited to the United States.”

(9) Section 7324 is amended by inserting after “section 7301”
the words “or section 7302”.

(10) Section 7325 is amended by striking wherever it appears
therein; including the title, “$1,000” and inserting in lieu thereof
“$2,500".

(11) The table of sections for part II of subchapter C of
chapter 75 is amended by striking out “$1,000” where it appears
therein, and inserting in lieu thereof “$2,500”.

(12; Section 7325 (4) is amended to read as follows:

“(4) Sare ¥ asseNce oF BoND.—If no claim is interposed and
no bond is given within the time above specified, the Secretary or
his delegate shall give reasonable notice of the sale of the goods,
wares, or merchandise by publication, and, at the time and place
specified in the notice, shall, unless otherwise provided by law,
sell the articles so seized at public auction, or upon competitive
bids, in accordance with such regulations as may be prescribed
by the Secretary or his delegate.”

(13) Section 7326 is amended to read as follows:

“SEC. 7326. DISPOSAL OF FORFEITED OR ABANDONED PROPERTY IN
SPECIAL CASES.

“(a) CoiN-OpEraTED GamiNg DEvices.—Any coin-operated gam-
ing device as defined in section 4462 (a) (2) upon which a tax is im-
posed by section 4461 and which has been forfeited under any provi-
sion of this title shall be destroyed, or otherwise disposed of, in such
manner as may be ]gnrescnbed by the Secretary or his delegate.

“(b) Narcoric Drues.—

“For provisions relat to disposal of forfeited narcotic drugs,
see ns 4714, 4733, and 4745 (d).

“(¢) FIREARMS.—

“For provisions relating to disposal of forfeited firearms, see
section 5862 (b).”
(14) Subchapter A of chapter 78 is amended by renumberin
section 7608 as 7609, and by inserting after section 7607 the fol-
lowing new section :
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“SEC. 7608. AUTHORITY OF INTERNAL REVENUE ENFORCEMENT
OFFICERS.

“Any investigator, agent, or other internal revenue officer by what-
ever term designated, whom the Secretary or his delegate charges
with the duty of enforcing any of the eriminal, seizure, or forfeiture

sy, U8 € 800 provisions of subtitle E or of any other law of the United States
pertaining to the commodities subject to tax under such subtitle for
the enforcement of which the Secretary or his delegate is responsible,
may—

“&l) carry firearms;

“(2) execute and serve search warrants and arrest warrants,

and serve subpoenas and summonses issued under authority of

the United States;

“(3) in respect to the performance of such duty, make arrests
without warrant for any offense against the United States com-
mitted in his presence, or for any felony cognizable under the
laws of the United States if he has reasonable grounds to believe
that the person to be arrested has committed, or is committing,
such felony; and

“(4) in respect to the performance of such duty, make seizures
of property subject to forfeiture to the United States.”

15) Section T609 (as renumbered by paragraph (14)) is
amended to read as follows:

“SEC. 7609. CROSS REFERENCES.
“(a) InspEcTION OF Books, Parers, RECorDs, or OTHER DaTa.—

f“For inspection of books, papers, records, or other data in the case
o —
“(1) Wholesale dealers in oleomargarine, see section 4597.
“(2) Wholesale dealers in process or renovated butter or
adulterated butter, see section 4815 (b).
“(3) Opium, opiates, and coca leaves, see section 4702 (a),
4705, 4721, 4773.
“(4) Marihuana, see sections 4742, 4753 (b), and 4773.
“(5) Wagering, see section 4423.
“(6) Alcohol, tobacco, and firearms taxes, see subtitle E.

“(b) SearcH WARRANTS.—

“For provisions relating to—

“(1) Searches and seizures, see Rule 41 of the Federal Rules
of Criminal Procedure.

“(2) Issuance of search warrants with respect to subtitle E,
see section 5557,

“(8) Search warrants with respect to property used in vio-
lation of the internal revenue laws, see section 7302.”

YooY Sl (16) The table of sections for subchapter A of chapter 78 is

amended by striking out
“Sec. T608. Cross references.”
and inserting in lieu thereof the following:

“Sec. 7008. Authority of internal revenue enforcement officers.
“Sec. 7609, Cross references.”
26 USC 7652. (17) Paragraph (1) of section 7652 (a) is amended by striking
out “5318"” and inserting “5314” in lieu thereof.
(18) Paragraph (1) of section 7652 (b) is amended by strik-
ing out “5318” and inserting “5314” in lieu thereof.
%19) Subsection (a) of section 7655 is amended by striking out
paragraph (5) and renumbering paragraph (6) as paragraph (5).
SEC. 205. REPEAL OF ACT OF MARCH 3, 1877, ETC.

The Act entitled “An Aect relating to the production of fruit-
brandy, and to punish frauds connected with the same”, ap roved
March 3. 1877 (ch. 114, 19 Stat. 393), and the Act entitled * Xn Act
to provide for warehousing fruit brandy”, approved October 18, 1888
(ch. 1194, 25 Stat. 560), are hereby repealed.

26 USC 7655,
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SEC. 206. EXTENSION OF BONDING PERIOD.

(a) Seetion 5006 (a) (2) is amended to read as follows:

“(2) DISTILLED SPIRITS DEPOSITED IN INTERNAL REVENUE BONDED
wareHOUsES.—The tax on distilled spirits entered for deposit in
internal revenue bonded warehouses shall be determine(} at the
time the same are withdrawn therefrom and within 8 or 20 years
from the date of original entry for deposit therein, whichever
may be required by the bond covering such spirits (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) Section 5232 (a) is amended to read as follows:

“(a) GeNeraL.—The Secretary or his delegate shall, by regulations,
prescribe the form and penal sums of bonds covering distilled spirits
in internal revenue bom}ed warehouses and in transit to and between
such warehouses : Provided, That the penal sums of such bonds cover-
ing distilled spirits shall not exceed in the aggregate $200,000 for each
such warehouse. Such bonds shall be conditioned (1) on the with-
drawal of the spirits from the internal revenue bonded warehouse
within 20 years (or, in the discretion of the person or persons fur-
nishing any bond, 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 provisions of law and regulations relating to
the business of warehousing distilled spirits.”

(¢) The last sentence of section 5243 (b) (relating to bottling re-
quirements of certain distilled spirits known commercially as gin)
is amended by striking out *“at any time within 8 years after entry
in bond”.

(d) Section 5005 (d) (1) (relating to persons liable for tax) is
amended to read as follows:

“(1) For provisions relating to bonds covering distilled spirits
in internal revenue bonded warehouses and in transit to and
between such warehouses, see section 5232 (a).”

(e) Section 5242 (b) (5) (relating to deposit of spirits in ware-
houses) is amended to read as follows:

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

(f) (1) The amendments made by this section shall apply with
respect to:

(A) distilled spirits which on the date of the enactment of
this Act are in internal revenue bonded warehouses or are in
transit to or between such warehouses, and in respect of which
the 8-year bonding period has not expired before the date of
enactment of this Act; and

(B) distilled spirits which after the date of the enactment of
this Act are entered for deposit in an internal revenue bonded
warehouse.

(2) If the 8 years from the date of original entry of any distilled
spirits for deposit in internal revenue bonded warehouses expires at
any time during the 10-day period which begins on the date of the
enactment of this Act, the amendments mafe by this section shall
apply with respect to such spirits if (and only if) before the close
of such 10-day period there is filed with the Secretary of the Treasury
or his delegate either—

(A) a consent of surety which changes (for periods on and
after the date of the enactment of this Act) the condition based
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on the withdrawal of spirits from the internal revenue bonded
warehouse within 8 years from the date of original entry for
deposit to a condition based on the withdrawal of spirits from
the internal revenue bonded warehouse within 20 years from
the date of original entry for deposit, or

(B) a bond which applies to periods on and after the date of
the enactment of this Act and which satisfies the requirements
of the Internal Revenue Code of 1954, as amended by this section
and is conditioned on the withdrawal of spirits from the internal
revenue bonded warehouse within 20 years from the date of
original entry for deposit.

SEC. 207. BEER LOST BY REASON OF FLOODS OF 1951 OR HURRICANES
OF 1954.

(a) AvrnHorizarioN.—The Secretary of the Treasury or his dele-
gates shall pay (without interest) to the person specified in subsec-
tion (b) an amount equal to the amount of the internal revenue tax
paid under section 3150 (a) of the Internal Revenue Code of 1939
on any fermented malt liquor which was lost, rendered unmarketable,
or condemned by a duly authorized health official of the United States
or of a State, by reason of the floods of 1951 or the hurricanes of 1954.

(b) Conprrions.—The payment provided by subsection (a) shall
be made only if—

(1) such fermented malt liquor was lost, rendered unmarket-
able, or condemned while in the possession of (A) the person who
paid such tax, or (B) a dealer selling fermented malt liquor at
wholesale or retail;

(2) the person paying the tax, or a dealer specified in para-
graph (1) (B), files a claim for such payment with the Secretary
of the Treasury or his delegate within 6 months after the effective
date of this section; and

(3) the person filing such claim furnishes proof establishing
to the satisfaction of the Secretary of the Treasury or his dele-
rate (A) that the internal revenue tax on such fermented malt
iquor was fully paid, (B) that such fermented malt liquor was
lost, rendered unmarketable, or condemned, by reason of the
floods of 1951 or the hurricanes of 1954, (C) in the case of fer-
mented malt liquor rendered unmarketable or condemned, that
such liquor has been destroyed, (D) that the claimant was not
indemnified against loss of the tax by any valid claim of insur-
ance or otherwise, and (E) if the claimant was not the possessor
of the fermented malt liquor at the time it was so lost, rendered
unmarketable, or condemned, (i) that such claimant has either
reimbursed such possessor for the full cost of such fermented
malt liquor, or has replaced for such possessor the full equivalent
thereof, without receiving payment or credit of any kind in re-
spect of the tax on such fermented malt liquor, and (ii) that such
possessor was not indemnified against loss of the tax by any
valid claim of insurance or otherwise (other than by such reim-
bursement or replacement by the claimant).

(¢) Recurations.—The Secretary of the Treasury or his delegate
may prescribe such regulations as may be necessary to carry out the
provisions of this section.

SEC. 208. LOSSES OF ALCOHOLIC LIQUORS CAUSED BY DISASTER.
(a) AurHORIZATION.—Where the President has determined under
the Act of September 30, 1950 (42 U. S. C., sec. 1855), that a “major
disaster” as defined in such Act has occurred in any part of the United
States, the Secretary of the Treasury or his delegate shall pay (with-
out interest) to the person specified in subsection (b) an amount equal
to the amount of the internal revenue taxes paid or determined and
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customs duties paid on distilled spirits, wines, rectified products, and
beer previousl%wit.hdrawn, which were lost, rendered unmarketable,
or condemned by a duly authorized official by reason of such disaster
oocurrinf in such part of the United States after December 31, 1954,
and not later than the date of enactment of this Act, if such spirits,
wines, rectified products, or beer were at the time of such disaster in
the possession of—

(1) the person paying such tax, or such tax and duty, or obli-
gated to pay a determined tax, on such spirits, wines, rectified
products, or beer,

(2) a bottler of distilled spirits, wines, or rectified products,
or a rectifier, or

(3) a wholesale or retail dealer in distilled spirits, wines, or

]
all referred to in this section as the possessor or possessors.
(b) To WaoM Mape.—Any payment authorized by this section
may be made—

(1) to the possessor, or

(21) to any distiller, winemaker, brewer, rectifier, importer,
wholesale liquor dealer, or wholesale beer dealer who replaced
(or to any distiller, winemaker, brewer, rectifier, importer, or
wholesale dealer who has given credit or made replacement to a
wholesale dealer who replaced) for the possessor the full equivalent
of distilled spirits, wines, rectified products, or beer so lost or
rendered unmarketable or condemned, without compensation, re-
muneration, or credit of any kind in respect of the tax, or tax
and duty, on such spirits, wines, rectified products, or beer.

(e) Crams.—No claim shal be allowed under this section unless—

g (1) Eliled within 6 months after the date of enactment of this
ct, an
(2) the claimant furnishes proof to the satisfaction of the Sec-
retary of the Treasury or his delegate that—

(A) neither the claimant nor any possessor was indem-
nified by any valid claim of insurance or otherwise in re-
spect of the tax or tax and duty en the distilled spirits, wines,
rectified products, or beer covered by the claim, and

(B) the claimant is entitled to payment under this section.

Claims under this section shall be filed under such regulations as the
Secretary of the Trea.smE or his delegate shall prescribe.

(d) DestructioN oF Distiurep Seirits, Wings, Rectiriep Prop-
vers, oR BEerR—When the Secretary of the Treasury or his delegate
has made payment under this section in respect of the tax, or tax and
duty, on the distilled spirits, wines, rectified products, or beer con-
demned by a duly authorized official or rendered unmarketable, such
distilled sl]l)irits, wines, rectified products, or beer shall be destroyed
under such supervision as the Secretary of the Treasury or his dele-
gate may prescribe, unless such distilleg spirits, wines, rectified prod-
ucts, or beer were }oreviously destroyed under supervision satisfactory
to the Secretary of the Treasury or his delegate.

(e) Propucts o Puerro Rico.—The provisions of this section shall
not be aJ)glicable in respect of distilled spirits, wines, rectified prod-
ucts, and beer of Puerto Rican manufacture brought into the United
States and so lost or rendered unmarketable or condemned.

Laws AppricasLE—All provisions of law, includin,
penalties, applicable in respect of internal revenue taxes on distilleﬁ
spirits, wines, rectified products, and beer shall, insofar as applicable
and not inconsistent with this section, be applied in respect of the
payments provided for in this section to the same extent as if such
payments constituted refunds of such taxes.
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SEC. 209. LOSSES OF TOBACCO PRODUCTS CAUSED BY DISASTER.

(a) Avrnorizarion.—Where the President has determined under
the Act of September 30, 1950 (42 U. S. C., sec, 1855), that a “major
disaster” as defined in such Act has occurred in any part of the United
States, the Secretary of the Treasury or his delegate shall pay (with-
out interest) to the person specified in subsection (b) an amount equal
to the amount of the internal revenue taxes paid or determined and
customs duties paid on tobacco products and cigarette papers and
tubes removed, which were lost, rendered unmarketable, or condemned
by a duly authorized official by reason of such disaster occurring in
such part of the United States after December 31, 1954, and not later
than the date of enactment of this Aect, if such tobacco products or
cigarette papers or tubes were at the time of such disaster in the pos-
session of—

(1) the person paying such tax, or such tax and duty, or obli-
gated to pay a determined tax, on such tobacco products or ciga-
rette papers or tubes,

(2) the manufacturer or importer, or

(3} a wholesale or retail dealer,

all referred to in this section as the possessor or possessors.
(b) To WroM Mape.—Any payment authorized by this section may
be made—

(1) to the possessor, or

(2) to any manufacturer, importer, or wholesaler who re-
placed (or to any manufacturer or importer who has given credit
or made replacement to a wholesaler who replaced) for the pos-
sessor the full equivalent of the tobacco products or cigarette
papers or tubes so lost or rendered unmarketable or condemned,
without compensation, remuneration, or credit of any kind in
respect of the tax, or tax and duty, on such tobaceo products or
cigarette papers or tubes.

(¢) Cramis.—No claim shall be allowed under this section unless—

(1) filed within 6 months after the date of enactment of this
Aect, and

(2) the claimant furnishes proof to the satisfaction of the
Secretary of the Treasury or his delegate that—

(A) neither the claimant nor any possessor was indemni-
fied by any valid claim of insurance or otherwise in respect
of the tax, or tax and duty, on the tobacco products or ciga-
rette papers or tubes covered by the claim, and

(B) the claimant is entitled to payment under this section.

Claims under this section shall be filed under such regulations as the
Secretary of the Treasury or his delegate shall preseribe.

(d) DestrRUCTION OF Toracco Probuers or CIGARETTE PAPERS OR
Tuees.—Before the Secretary of the Treasury or his delegate makes
payment under this section in respect of the tax, or tax and duty, on
the tobacco products or cigarette papers or tubes rendered unmarket-
able or condemned by a d.ﬁ; anthorized official, such tobacco products
or cigarette papers or tubes ghall be destroyed under such supervision
as the Secretary of the Treasury or his delegate may preseribe, unless
such tobacco products or cigarette papers or tubes were previously
destroyed under supervision satisfactory to the Secretary of the Treas-
ury or his delegate.

(e) Oruer Laws Appricasie—All provisions of law, including
penalties, applicable in respect of internal revenue taxes on tobacco
products and cigarette papers and tubes shall, insofar as applicable
and not inconsistent with this section, be applied in respect of the
payments provided for in this section to the same extent as if such
payments constituted refunds of such taxes,
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SEC. 210. EFFECTIVE DATE AND RELATED PROVISIONS.

(a) ErrecTive Date.— »

(1) Ix eexeraL—The amendments made by sections 201 and
205 shall take effect on July 1, 1959, except that any provision
having the effect of a provision contained in such amendments
may be made effective at an earlier date by the promulgation of
regulations by the Secretary or his delegate to effectuate such
provision, in which case the effective date shall be that prescribed
n such regulations. The amendments made by paragraphs (17)
and (18) of section 204 shall take effect on July 1, 1959. Exces:t
as provided in section 206 (f), all other provisions of this title
shall take effect on the day following the date of the enactment
of this Act.

(2) MINGLING OF DISTILLED SPIRITS.—Provisions having the
effect of—

(A) section 5025 (e) (7) (exemption from laws pertaining
to rectification), and
(Bf section 5234 (a) (2) (permitting the mingling of
distilled spirits for further storage in bond)
of the Internal Revenue Code of 1954 (as such sections are in-
cluded in chapter 51 of such Code as amended by section 201 of
this Act) shall be deemed to be included in the Internal Revenue
Code of 1954, effective on the day following the date of the
enactment of this Act. In applying the provisions of such sec-
tions 5025 (e) (7) and 5234 (a) (2) during the period beginnin
on the day following the date of the enactment of this Kct anﬁ
ending at the close of June 30, 1959, references to bonded prem-
ises shall be treated as references to internal revenue bonded
warehouses.

(3) Losses cAUSED BY pIsastErR—Provisions having the effect
of section 5064 of the Internal Revenue Code of 1954 (as such
section is included in chapter 51 of such Code as amended by sec-
tion 201 of this Act) shall be deemed to be included in the Internal
Revenue Code of 1954, effective on the day following the date
of the enactment of this Act, and shall apply with respect to dis-
asters occurring after such date of enactment, and not later than
June 30, 1959.

(b) Errecr oF THis TrrLE oN ExisTiNGg PROVISIONS OF THE INTERNAL
Revenue Copk oF 1954.—The amendment of any provision of the In-
ternal Revenue Code of 1954 by this title shall not affect any act done
or any right accruing or accrued, or any suit or proceeding had or
commenced in any civil cause before such amendment; but all rights
and liabilities under such code prior to such amendment shall con-
tinue, and may be enforced in the same manner, as if such amendment
had not been made.

(c) Crimes anp Forrerrures.—All offenses committed, and all pen-
alties or forfeitures incurred, under any provision of law amended
by this title, may be prosecuted and punished in the same manner
and with the same effect as if this title had not been enacted.

(d) RererEnces o OTHER PrOVISioNs oF Law.—For the pur of
applying any provision of this title to any occurrence on or after the
effective date of such provision, any reference in this title to another
provision thereof shaﬁ’ also be deemed to be a reference to the cor-
responding provision of prior law, when consistent with the purpose
of the %rovision to be applied.

(e) Rures anp Reeurarions v Errecr.—Until regulations are
promulgated under any provision of this title which depends for its
application upon the promulgation of regulations (or which is to be
applied in such manner as may be prescribed by regulations) all
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instructions, rules, or regulations which are in effect immediatel

rior to the effective date of such provision shall, to the extent such
instructions, rules, or regulations could be prescribed as regulations
under authority of such provision, be applied as if promulgated as
regulations under such provision.

(f) ContTiNnvaTioN oF DistiLiEr’s Norice aNp Bonp.—Notwith-
standing any provision of section 5175 or 5176 (a) of the Internal
Revenue Code of 1954, the Secretary of the Treasury or his delegate
may waive, as to registered distillers or registered fruit distillers
Eualiﬁed to operate under bond on April 30, 1959, requirements for

ling notice and executing new bond on May 1, 1959, if the distiller
and the surety have executed consent to continuation of the terms of
the existing bond to cover og}arat-ions from May 1, 1959, to June 30,
1959, both dates inclusive. Nothing in this subsection shall be con-
strued as limiting the authority of the Secretary of the Treasury or
his delegate under section 5176 (b) or (¢) of la;e Internal Revenue
Code of 1954.

(g) ContiNvatioN oF Arcomon Permrrs anp BoNps.—Notwith-
standing any provision of section 5304 of the Internal Revenue Code
of 1954, the Secretary of the Treasury or his delegate may extend
any pefrmit issued under such section 5304 to the close of June 30,
1959, if—

El such permit is in effect on December 31, 1958,

2) the permittee makes application for such extension, and

(3) where bond is required, the permittee and the surety have

executed consent to continuation of the terms of the existing
bond to cover operations from January 1, 1959, to June 30, 1959,
both dates inclusive.

Any permit issued under such section 5304 after the date of the enact-

ment of this title may be issued to expire at the close of June 30, 1959.

Nothing in this subsection shall be construed to limit the auti:nority

of the Secretary of the Treasury or his delegate under the provisions

of such section 5304.

Approved September 2, 1958.

Public Law 85-860

AN ACT

Directing the Secretary of the Army to transfer certain buildings to the Crow
Creek Sioux Indian Tribe.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That the Secretary
of the Army is authorized and directed to transfer to the Crow Creek
Sioux Indian Tribe, without compensation, title to those buildings
which were a part of the Government improvements and facilities
acquired by the Corps of Engineers on the original site of the Crow
Creek Agency at Fort Thompson, South Dakota, within the taking
area of tﬁz Fort Randall Dam and Reservoir project, and which were
'I.I‘d?l?%d by the Corps of Engineers to the Crow Creek Sioux Indian

ribe.

Skc. 2. The Secretary of the Army shall reimburse the Crow Creek
Sioux Indian Tribe in the amount of any money received by him from
the said tribe as payment for the buildings referred to in the first
section of this Act: Provided, That such reimbursement shall not
exceed the sum of $6,000.

Approved September 2, 1958,
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