UNITED STATES INTERNAL REVENUE.

REGULATIONS AND INSTRUCTIONS CONCERNING THE TAX ON
DISTILLED SPIRITS,

TressoRY DEPARTMENT, OFFICE OF ISTERNAL REVENUE,
Washingion, April 22, 1869,

By the act of July 20, 1868 (section 1), there is laid on all
distilled spirits, upon which no tax has been paid, a tax of 50
cents on every proof gallon, to be paid by the distiller, owner,
or person having possession thereof, before removal from the
distillery warehouse; and (section 59) an additional tax of $4
on each barrel of forty proof gallons of all distilled spirits in
any bonded warehouse at the date of the taking effect of the
act,

BASIS OF TAXATION,

The tax of 50 cents per gallon is to be collected on the
whole number of gauge or wine gallons when the spirits are
below proof, and upon the proof gallon when of greater
strength than proof. The tax of $4 per barrel of 40 proof
gallons is upon the proof gallons.

DISTILLER'S SPECIAL TAX.

Distillers producing 100 barrels, or less, counting 40 proof
gallons to the barrel, must each pay a special tax of $400, and
84 for each barrel in excess of 100 barrels, and monthly
returns of the number of barrels of distilled spirits produced
must be made by each distiller as the monthly returns of sales
are made.

Distillers of brandy from apples, peaches, and grapes exclu-
sively, produacing less than 150 barrels annually, are by the
act of April 10, 1869, made subject to a special tax of $50,
together with $4 per barrel on each barrel in excess of 100
barrels. Distillers of this class producing in excess of 150
barrels annually will be subject to the same special taxes as
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other distillers. On spirits produced after July 20, 1868 the
tax of $4 per barrel will be assessed monthly on Form No. 89.

There must also be assessed and collected monthly from
every authorized distiller an additional tax of $2 per day,
Sundays excepted, when the distillery has an aggregate capa-
city for mashing and fermenting 20 bushels of grain, or less,
or 60 gallons of molasses, or leqs in 24 hours; and a tax of
$2 per day for each 20 bushels of grain or 60 gallons of mo-
lasses of said capacity, in excess of 20 bushels of grain or 60
gallons of molasses in 24 hours. But any distiller suspending
work, as provided in the act, will pay only $2 per day while
the work is so suspended.

TAX TO BE A LIEN.

Every proprietor or possessor of a still, distillery, or dis-
tilling apparatus is made jointly and severally liable for the
taxes imposed by law on the distilled spirits produced there-
from, and the tax is a first lien on the spirits distilled, the dis-
tillery used for distilling the same, the stills, vessels, fixtures,
and tools therein, and on the lot or tract of land whereon the
distillery is situated, together with any building thereon, from
the time said spirits are distilled until the tax is paid.

DISTILLER DEFINED.

Every person who produces distilled spirits, or who brews
or makes mash, wort, or wash fit for distillation, or for the pro-
duction of spirits, or who may, by any process of vaporization,
separate alcoholic spirit from any fermented substance, or who,
making or keeping mash, wort, or wash, has also in his posses-
sion or use a still, 1s, under the provisions of the law, a distiller.

MASH, WORT, OR WASH.

No mash, wort, or wash fit for distillation or the production
of spirits or alcohol can lawfully be made or fermented in any
building, or on any premises, other than a distillery, duly
authorized according to law; and no mash, wort, or wash so
made and fermented can be sold or removed from any distillery
before being distilled; and no person, other than an authorized
distiller, can, by distillation, or by any other process, separate
the alcoholic spirits from any fermented mash, wort, or wash;
and no person can use spirits or alcohol, or any vapor of alco-
holie spirits, in manufacturing vinegar, or any other article, or
in any process of manufacture whatever, unless the spirits or
alcohol so used shall have been produced in an authorized dxs-
tillery, and the tax thereon paid.
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NO OTHER BUSINESS TO BE DONE IN A DISTILLERY.

The use of any still, boiler, or other vessel for the purpose
of distilling, is forbidden (section 12) in any dwelling-house or
shed, yard, or inclosure connected therewith, or on board of
any vessel or boat, or in any building or on any premises
where beer, lager beer, ale, porter, or other fermented liquors,
ether, or vinegar are manufactured or produced, or sugars or
syrups are refined, or liquors of any description are retailed,
or any other business is carried on, or within 600 feet of any pre-
mises authorized to be used for rectifying. The only excep-
tions are the manufacture of saleratus, and the grinding of
meal or flour from grain to be used only for distillation on the
premises, Where there are mills attached to a distillery, they
must be so entirely separated by solid walls and otherwise as
to be in fact independent premises, although both establish-
ments may be driven by the same power. They must be so
arranged that the description of the distillery premises on
Form No. 27 does not include the mill.

REGISTRY OF STILLS.

Every person having in his possession or custody or under
his control any still or distilling apparatus set up was required
to register the same with the assistant assessor of the division
in which such still or distilling apparatus was located, within
60 days from July 20; and all stills thereafter set up must be
registered immediately on being set up. The application for
registry will be in duplicate on Form No. 26, one of which
will be retained and preserved by the assistant assessor, and
the other transmitted by him to the assessor of the district, and
a copy thereof immediately sent by the assessor to the Com-
missioner of Internal Revenue. All stills and distilling appa-
ratus set up must be registered, whether they are intended to
be used or not. Kach assessor will enter the registry of all
stills in a book, to be kept in his office and open to mspectlon
denoting each dlsmllery by its number.

ASSESSORS TO FORWARD LISTS OF STILLS, ETC.

Bvery assessor who has not so done, will furnish this office
with a list of all stills or distilling apparatus registered in his
district, giving the names of the owners, the location, and
whether or not the same are intended to be used, toaether with
the registered number of the distillery. Where the 4 distiller is
not the owner of the fee, that fact will also be stated, and whether
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the consent, or stipulation, or leaseholder’s bond required by
section 8, has been filed with him.

DISTILLER'S NOTICE.

Every person engaged in the business of a distiller, or intend-
ing to engage therein (section 6), must give notice on Form No.
27, which is hereby prescribed, over his own signature, to the
assessor of the district in which such business is, or is to be,
carried on, who will furnish a copy thereof to the collector.
Like notice of any change in the location, form, capacity, own-
ership, agency, or superintendence, or in the persons interested
in the business of said distillery, or in the time of fermenting
the mash or beer, is to be given within 24 hours of such change,
and a copy of such notices will be immediately transmitted to
the Commissioner.

NOTICES TO BE FORWARDED,

Assessors will also forward to this office information of the
date when the bond was approved, if approved, and the time
when the distiller commenced work ; and when any distiller’s
bond shall be hereafter approved, notice of the date of such
approval will be immediately forwarded to this office.

BONDS,

Every distiller, on filing his notice with the assessor, must,
before continuing or commencing business after the passage of
the act and on the first day of May in each succeeding year,
make and execute a bond on Form No. 30, which is hereby pre-
scribed, with at least two sureties to be approved by the asses-
sor of the district. Assessors will give especial attention to the
instructions printed thereon, and will require the sureties to jus-
tify on Form No. 33 in double the amount of the penal sum of
the bond.

Under the provisions of section 8 no distiller’s bond can be
approved unless he is the owner in fee, unencumbered by any
mortgage, judgment, or other lien, of the lot or tract of land on
which the distillery is situated, or unless he files with the asses-
80T, in connection with his notice, the written consent of the owner
of the fee, and of any mortgage, judgment creditor, or other
person having a lien thereon, that the premises may be used
for the purpose of distilling spirits subject to the provisions of
law,and expressly stipulating that the lien of the United States
for taxes and penalties shall have priority of such mortgage,
judgment, or other encumbrance, and that in case of the for-
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feiture of the distillery premises or avy part thereof, the title of
the same shall vest in the United States, discharged from any
such mortgage, judgment, or other encumbrance. This instra-
ment must be duly acknowledged and executed with all the for-
malities required in conveyances of real estate, and must be duly
recorded before the same is filed with the assessor.

As the question as to the title to the real estate is material,
the assessor should require of the distiller a properly certified
statement or search of the title to such estate to be exhibited to
him, and full evidence as to what, if any, liens or encumbrances
exist thereon.

Where the distiller’s estate is for a term of years only, under
a lease or other evidence of title recorded before the passage of the
act, the distillery or distilling apparatus having also been erected
prior lo that date, the distiller may, in lieu of the consent and
stipulation aforesaid, give an additional bond on Form No. 3,
which is hereby prescribed, with not less than two sureties, resi-
dents of the district or county or an adjoining county, and
owners of unencumbered real estate in said district or county
equal to the penal sum of the bond. In such case the assessor will
cause the value of the lot or tract of land, together with the
buildings and distilling apparatus, to be appraised by two or
more competent persons, to be designated by him, and the said
appraisal may be increased by the assessor if, in his judgment,
the same is too low, and the penal sum of said bond must be
equal to such appraised value, This is in addition to the dis-
tiller’s bond required by section 7, and a substitute forthe owner-
ship in fee of the distillery premises; and if the same sureties
should be offered upon both bonds, the assessor will see that
they are the owners of unencumbered real estate, as aforesaid,
suflicient in value to cover their liability upon both bonds,
No assessor will (section 17) approve the bond of any distiller
until all the requirements of law and the regulations in relation
to distilleries have been complied with.

No distiller’s bond should be approved until his distillery
warehouse has been approved and established under the act of
July 20, 1868, and a storekeeper assigned thereto by the Com-
missioner of Internal Revenue.

The bonds of distillers, when approved by the assessor, will be
filed with the collector of the district. W here the distiller is
not the owner in fee of the distillery premises, assessors must
require a strict compliance with the provisions of section 8.

Under the provisions of the amendatory act of April 10, 1869,
a bond of the character of leaseholder’'s bond may, at the discre-
tion of the Commissioner, be taken where the lease or title was

36
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not required by the laws of the State to be recorded, in order to
render it valid, or where the title was on July 20, 1868, and has
continued to be, in litigation; or where there was a mortgage
duly recorded prior to that date, which is not due; or where the
fee is held by a feme covert, minor, person of unsound mind, or
other person incapable of giving consent as required in section
8. But none of these provisions apply to a case where the dis-
tillery and distilling apparatus was not erected prior to July
20, 1868.

Any person desiring to avail himself of this provision must
make application to the Commissioner, showing, in case of a
Jease, that there was a valid subsisting lease on or before July
20, 1868, under which he holds, and that the same was not re-
quired to be recorded by the laws of the State; if the title is in
litigation, in what court the proceedings are pending; the par-
ties thereto and the nature of their claims, and that such liti-
gation was pending July 20, 1868; if a mortgage, the date and
amount of the same, when recorded, by whom held, and when
the same is due; and in case of incapacity to consent, the na-
ture of said incapacity. In all cases a full and clear statement
of the title to the estate should be given, and such application
should have indorsed thereon the certificate of the assessor of
the district that he has personally investigated the case, and finds
that the statements made are correct.

PLAN OF DISTILLERY.

Previous to the approval of his bond, every person intending
to engage in the business of a distiller must, under the direction
of the assessor, cause to be made an accurate plan and descrip-
tion in triplicate of the distillery and distilling apparatus, as
provided in section 9. Such plan must be on good paper or trac-
ing cloth, fifteen by twenly inches in size, with a margin of at least
one inch on each side of the drawing; and where the distillery or
distilling apparatus occupies more than one floor or story, each
floor or story shouldsbe represented on a separate sheet. The
assessor must, by personal examination, test the accuracy of
such plan when made, and none but competent draughtsmen
should be employed to make it. The capacity of each tub or
vessel should be marked on the plan in gallons.

After such plan is made, no alteration can be made in such
distillery or distilling apparatus without the written consent of
the assessor, and such alteration must be shown by a supple-
mental plan and description, which should also be made in trip-
licate like the original. One of said plans is to be kept dis-
played in some conspicuous place in the distillery, one kept by
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the assessor, and one transmitted by him to the Commissioner
of Internal Revenue, rolled and not folded; and any supple-
mental plan will be disposed of in the same manner. The ac-
curacy of every plan must be verified by the assessor, the
draughtsman, and the distiller; and the assessor will note a ref-
erence to such supplemental plan on the copy in his possession,
and on that of the distiller, and send a copy of such memoran-
dum, with such supplemental plan, to the Commissioner.

NOTICE OF INCREASE OF CAPACITY.

In case a distiller desires to increase his capacity after his
plans are furnished, the survey made, and his bond is approved,
he must give notice under section 6, and if such change necessi-
tates any alteration in his distillery, as the introduction of addi-
tional mash or fermenting tubs, a supplemental plan must be fur-
nished showing the alterations. If such alterations are confined
to one floor, a supplemental plan of that floor, properly certified,
will be received.

ASSESSORS TO REPORT REDUCTION, ETC.

Where the capacity is reduced, as provided in section 50, the
assessor will make an immediate report of the facts to this office,
designating the tubs which are closed or sealed up by their
numbers as shown upon the plan on file, stating also the deduc-
tion necessary to be made in the survey; and when the fasten-
ings of these tubs are removed, a like report should be made,
in all cases giving the dates when such changes are made.

SURVEY.

The survey required by section 10 is to be made of every
distillery registered, or intended to be registered, for the pro-
duction of spirits, and of every still or distilling apparatus here-
after set up. The object is to determine the true producing
capacity of each distillery, ¢. e, the quantity of spirits which
may be produced in such distillery in twenty-four hours. Im
addition to this, the report should state the aggregate mashing
and fermenting capacity in bushels or gallons, 7. e, the number
of bushels of grain or gallons of molasses which may be mashed
and fermented in twenty-four hours. As this is one of the tests
by which the amount of tax due is to be determined, it should
be carefully and correctly made. The report should be imme-
diately forwarded to the Commissioner, who, if he shall at any
time be satisfied that it is incorrect or needs revision, may di-
rect a new survey to be made.
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INSTRUCTIONS AS TO SURVEY OF DISTILLERIES.

- In their report of the survey, assessors will state the greatest
and least diameter, and the depth of each mash-tub, its full ca-
pacity, the number of dry inches allowed for working, and the
working capacity in bushels, estimating not exceeding 80 gal-
lons to the bushel.

They will also give the greatest diameter, least diameter, and
depth of each fermenting tub, designating the same by its num-
ber as shown by the plan, with the full capacity, the number of
dry inches allowed for fermentation, and the working capacity
of each tub.

Having found the aggregate working capacity of the ferment-
ers, they will divide this amount by the number of gallons of
mash which the distiller makes from a bushel of grain (not ex-
ceeding, however, 45 gallons of mash to the bushel of grain in
any case), which will give the number of bushels that will be
required to fill the fermenters. Then, taking the fermenting
period as fixed by the distiller on Form No. 27, or the average
fermenting period actually used by the distiller as ascertained
by the assessor and the person designated to aid him, from the
best evidence accessible to them, which must be a fixed and
definite number of hours or days, adding thereto 24 hours or
one day for the time each fermenter is required to remain empty
after its contents are drawn off, and dividing the number of
bushels by this sum, the result will be the number of bushels
which can be fermented in 24 hours. If not even days, divide
by the number of hours and multiply by 24,

a anantite A0 aninié T.ial. A

They will then estimate the quandity Oi BPITILS wWnicn can be
produced from a bushel of grain. Thisdepends in a great degree
upon the character and completeness of the apparatus; and while
- no fixed rule can be laid down upon this point, it may be sug-
gested that in an ordinary steam distillery this varies from three
to four gallons, many distilleries producing 15 and 16 quarts to
the bushel. It would require a strong case to justify an esti-
mate as low as three gallons, and in such case the reasons for
such allowance must be fully reported to the Commissioner., In
all cases it should be assumed that the distiller will have his
apparatus in good order and use good material. Having deter-
mined this product, multiply the number of bushels that can be
fermented in 24 hours by this sum, and it will give the quantity
of spirits which can be produced in 24 hoars,

The capacity of a molasses distillery is estimated upon the
same principle. Having found the working fermenting capacity
of the fermenters in gallons, as above stated, divide this by the
pumber of gallons of mash which the distiller makes from a
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gallon of molasses, not exceeding seven gallons of mash for a
gallon of molasses, and it will give the number of gallons of
molasses required to fill the fermenters. Take the fermenting
period, plus the 24 hours, and divide the amount found as above,
and it will give the quantity which can be fermented in 24
hours.

The quantity of spirit which can be produced from a gallon
of molasses varies, of course, with the completeness of the appa-
ratus and the quality of the material, from 80 to 95 per cent.~—
from 85 to 90 per cent. probably being a fair average; and in
no case should a less allowance than this average be made with-
out first submitting a full report of the reasons therefor to the
Commissioner.

In case any question arises as to the correctness of the sur-
vey, the assessor will forward a draft of his report to the Com-
missioner before it is signed, in order that such questions may
be determined.

In estimating the number of dry inches to be allowed for
fermentation, the assessor and person designated to aid him
must, of course, be governed in a great measure by the depth
of the fermenting tubs. From the best information received,
it is believed that a fair allowance will be ffom three to seven
dry inches for corn, and any mixture of corn and rye not
exceeding one-half rye to one-half eorn; and from seven to
twelve dry inches for rye, and any mixture of rye exceeding
one-half.  While it is perhaps natural that the distiller should
claim the maximum allowance as most advantageous to him, it
is incumbent upon the officers making the survey to make such
allowance only as is fair and equitable, having regard to the
interests of the government as well as of the distiller. Should
the allowances in any district in all cases equal the maximum
allowance, or in most cases exceed the average between the two
extremes given, the survey should be accompanied by some
explanation of the reasons therefor to rebut the inference
which might be drawn from such action.

CONSTRUCTION OF DISTILLERIES,

The door of the furnace of every still or boiler used in any
distillery (section 17) must be so constructed that it may be
securely fastened and locked. This must be so done that the
government locks may be applied, and so as to effectually pre-
vent the doors from being opened, or the fires lighted in the
furnace when locked.

The fermenting tubs must be so placed as to be easily acces-
sible to any officer, and must each have painted thereon in oil



566 UNITED STATES INTERNAL REVENUE.

colors its cubic contents in gallons, with the number of the
tub, which should correspond with that given in the notice and
on the plan. There must be a clear space of not less than one
foot around every wood still, and not less than two feet around
every doubler and worm tank. The doubler and worm tanks
are to be elevated not less than one foot from the floor. Every
fixed pipe, except those used only for the conveyance of water
or of spent mash or beer, must be so placed as to be capable
of being examined for its whole length, and must be painted
and kept painted as follows: Pipes for the conveyance of mash
or beer, of a red color; for the conveyance of low wines back
into still or doubler, blue; for the conveyance of spirits, black ;
for the conveyance of water, white; and they must be desig-
nated by those colors on the plan. '

LOCKS AND SEALS.

All locks and seals required by law will be designated by
the Commissioner of Internal Revenue, and are to be procured
of the collector of the proper district, at the expense of the
distiller, except the locks for the closing of the doors of the
furnaces of the stills and boilers, which will be furnished to
the assessors,

RECEIVING CISTERNS,

Every distiller (section 16) is required to erect two or more
receiving cisterns in a room or building used for that purpose,
and for no other, for each distillery. Each of these cisterns
must be of sufficient capacity to hold all the spirits distilled
during the day of 24 hours. These cisterns must be so con-
structed as to leave an open space of at least three feet between
the top and the roof or floor above, and a space of not less
than 18 inches between the bottom and the floor below, and
they must be separated so that the officer may pass around
them; and the pipes or other apparatus by which the cisterns
are connected with the outlet of the stills, boilers, or other
vessels, must be so constructed as to be always exposed to the
view of the officer, and so as to prevent the abstraction of
spirits wlile passing from the outlet of the worm or condenser
back to the still or doubler or forward to the receiving cistern.
These cisterns must not be connected with each other. Where
a distiller draws off' his spirits but once in three days, he must
have three cisterns. He cannot, in any case, have less than
two. The product of each day’s distillation must be run into
one cistern, and one only. If the distiller has not provided at
least two separate cisterns, each of a capacity sufficient to hold



