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§ 5131. Eligibility and rate of tax
(a) Eligibility for drawback

Any person using distilled spirits on which the tax has been determined, in the
manufacture or production of medicines, medicinal preparations, food products,
flavors, flavoring extracts, or perfume, which are unfit for beverage purposes, on
payment of a special tax per annum, shall be eligible for drawback at the time
when such distilled spirits are used in the manufacture of such products as
provided for in this subpart.

(b) Rate of tax
The special tax imposed by subsection (a) shall be $500 per year.

§ 5132. Registration and regulation

Every person claiming drawback under this subpart shall register annually with
the Secretary; 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
preparations, food products, flavors, flavoring extracts, or perfume, which were
unfit for use for beverage purposes; and be subject to such rules and regulations
in relation thereto as the Secretary shall prescribe to secure the Treasury against
frauds.

§ 5133. Investigation of claims

For the purpose of ascertaining the correctness of any claim filed under this
subpart, the Secretary 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.

§ 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) Claims

Such drawback shall be due and payable quarterly upon filing of a proper claim
with the Secretary; except that, where any person entitled to such drawback shall
elect in writing to file monthly claims therefor, such drawback shall be due and
payable monthly upon filing of a proper claim with the Secretary. The Secretary
may require persons electing to file monthly drawback claims to file with him a
bond or other security in such amount and with such conditions as he shall by
regulations prescribe. Any such election may be revoked on filing of notice
thereof with the Secretary. No claim under this subpart shall be allowed unless
filed with the Secretary within the 6 months next succeeding the quarter in which
the distilled spirits covered by the claim were used as provided in this subpart.

(c) Allowance of drawback even where certain requirements not met

(1) In general

No claim for drawback under this section shall be denied in the case of a failure
to comply with any requirement imposed under this subpart or any rule or
regulation issued there under upon the claimant's establishing to the satisfaction
of the Secretary that distilled spirits on which the tax has been paid or
determined were in fact used in the manufacture or production of medicines,
medicinal preparations, food products, flavors, flavoring extracts, or perfume,
which were unfit for beverage purposes.

(2) Penalty

(A) In general

In the case of a failure to comply with any requirement imposed under this
subpart or any rule or regulation issued thereunder, the claimant shall be liable
for a penalty of $1,000 for each failure to comply unless it is shown that the
failure to comply was due to reasonable cause.

(B) Penalty may not exceed amount of claim

The aggregate amount of the penalties imposed under subparagraph (A) for
failures described in paragraph (1) in respect of any claim shall not exceed the
amount of such claim (determined without regard to subparagraph (A)).

(3) Penalty treated as tax
The penalty imposed by paragraph (2) shall be assessed, collected, and paid in
the same manner as taxes, as provided in section 6665(a).
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§17.147 Supporting data.

(a) Each claim for drawback shall be accompanied by supporting data presented
according to the format shown on TTB Form 5154.2, Supporting Data for
Nonbeverage Drawback Claims (or according to any other suitable format which
provides the same information). Modifications of Form 5154.2 may be used
without prior authorization, if the modified format clearly shows all of the required
information that is pertinent to the manufacturing operation. Under 817.123, the
appropriate TTB officer may require additional supporting data when needed to
determine the correctness of drawback claims.

(b) Separate data shall be shown for eligible distilled spirits taxpaid at different
effective tax rates. This requirement applies to all eligible spirits, including eligible
recovered alcohol and eligible spirits contained in intermediate products.

(c) Separate data shall be shown for imported rum, spirits from Puerto Rico
containing at least 92% rum, and spirits from the U.S. Virgin Islands containing at
least 92% rum. The total number of proof gallons of each such category used
subject to drawback during the claim period shall also be shown, with separate
totals for each effective tax rate. These amounts shall include eligible spirits and
rum from intermediate products or recovered alcohol.

(d) Any gain in eligible distilled spirits reported in the supporting data shall be
reflected by an equivalent deduction from the amount of drawback claimed.
Gains shall not be offset by known losses.

§ 17.182 Drawback claims by druggists.

Drawback of tax under 26 U.S.C. 5134 is allowable on taxpaid distilled spirits
used in compounding prescriptions by druggists who have paid the special tax
prescribed by 26 U.S.C. 5131. The prescriptions so compounded shall be shown
in the supporting data by listing the first and last serial numbers thereof. The
amount of taxpaid spirits used in each prescription need not be shown, but such
prescriptions shall be made available for examination by appropriate TTB
officers. If refills have been made of prescriptions received in a previous claim
period, their serial numbers shall be recorded separately. Druggists claiming
drawback as authorized by this section are subject to all the applicable
requirements of this part, except those requiring the filing of quantitative
formulas.



