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Overview

e State TTB’s mission in regulating the tobacco
industry.

* Discuss the types of records and reports
required by TTB’s regulations.

e Outline the reasons for the required records
and reports maintained by a manufacturer of
tobacco products.



TTB’s Role in the Industry



TTB’s Mission

 TTB’s mission in regulating the tobacco
industry is protection of the revenue and
assurance of compliance with all laws and
regulations administered by TTB.



Required Records

27 CFR 40.181 — 40.187



27 CFR 40.181

* Every manufacturer of tobacco products must keep
records of his operations and transactions which shall
reflect, for each day, the information specified in
§§40.182 and 40.183.

* For this purpose day shall mean calendar day.

* No specific form is required. The manufacturer may
use commercial records from which the required
information may be readily ascertained for this
purpose.



27 CFR 40.182

e Record of tobacco, other than tobacco products:

— Received
* Name and address of the person from whom received
* Example: invoice showing what was received

— Shipped or delivered:

 Example: BOL or invoice to customer

— Lost:

* Example: Inventory records

— Destroyed



27 CFR 40.183

* The record of a manufacturer of tobacco products
shall show the date and total quantities of all
tobacco products, by kind:

(a) Manufactured (example, daily production reports);
(b) Received in bond by:

(1) Transfer from other factories;

(2) Release from Customs custody;

(3) Transfer from export warehouses; and
(4) Transfer from foreign trade zone.

 Examples include invoice and BOL



27 CFR 40.183 (Continued)

(c) Received by return to bond;

 Example: return authorization, BOL, credit memo

(d) Disclosed as an overage by inventory;

e Example: inventory report

(e) Removed subject to tax;

 Example: invoice, BOL



27 CFR 40.183 (Continued)

(f) Removed, in bond, for:
(1) Export,
(2) Transfer to export warehouses,
(3) Transfer to other factories,
(4) Transfer to a foreign trade zone,
(5) Use of the United States, and

(6) Experimental purposes off factory premises.

— Examples include invoices, TTB F 5200.14,
and BOL



27 CFR 40.183 (Continued)

(g) Otherwise disposed of, without determination
of tax, by:
(1) Consumption by employees on factory premises,

(2) Consumption by employees off factory premises, together with
the number of employees to whom furnished,

(3) Use for experimental purposes on factory premises,
(4) Loss,
(5) Destruction, and

(6) Reduction to materials.

— Examples: internal requisitions, BOLs, insurance claims,
and internal transfer requisitions



27 CFR 40.183 (Continued)

(h) Disclosed as a shortage by inventory (example:
inventory report); and

(i) On which the tax has been determined and
which are:

(1) Received, and
(2) Disposed of.

 Example: invoices, BOL



27 CFR 40.184

* Record in support of removals
subject to tax:

— Every manufacturer of tobacco products must
keep a record of tobacco products removed from
the factory subject to tax.

— The manufacturer must make entries in this
record at the time of removal.




Record for Each Removal Must Show

The date of removal;

The name and address of the person to whom
shipped or delivered;

The kind and quantity of tobacco products
removed; and
For large cigars, show the sale price.

— If the sale price is more than $763.222 per
thousand, you may place a note to that effect in
the record instead of the actual price.

27 CFR 40.184



Exceptions

* The record of removal may consist of the
manufacturer’s commercial documents:

— Such as copies of invoices.

— If commercial documents are used, they must be
kept at the factory, contain all the details required
by this section, and be clear and accurate.

27 CFR 40.184



27 CFR 40.185

e All records required to be kept under this part
shall be retained by the manufacturer for 3
years following the close of the calendar year
in which filed or made.

e Such records shall be kept in the factory or a
place convenient thereto, and shall be made
available for inspection by any TTB officer
upon request.




27 CFR 40.186

Records in support of transfers in bond:

Every manufacturer of tobacco products shall keep a supporting
record of tobacco products transferred in bond to or received in bond
from other factories (commercial records such as invoice or BOL).

They shall make the entries therein at the time of each receipt or
removal of such products (daily record).

Such supporting records shall show the date of receipt or removal, the
name of the manufacturer and address of the factory from which
received or to which removed or the permit number of such factory,
and the kind and quantity of tobacco products (commercial records
such as invoice or BOL).

Commercial records containing the information required are
acceptable (most common are invoices, PO, BOLs, etc.).



27 CFR 40.187

* Record of sales price of large cigars:

— Every manufacturer of tobacco products who
removes large cigars from the factory shall keep
such records as are necessary to establish and
verify the price for which the cigars are sold, in
accordance with §40.22.

— The record shall be a continuing one of each brand
and size of cigar so that the sale price on which
the tax is based may be readily ascertained.



Inventories and Reports

27 CFR 40.201 — 40.202



27 CFR 40.201

* |[nventories are required for all tobacco
products on TTB F 5210.9:

— At the time of commencing business;

— At the time of transferring ownership;

— At the time of changing the location of his factory
to a different region;

— At the time of concluding business; and

— At such other time as any TTB officer
may require.



Inventory form TTB F 5210.9 available on the
TTB Web site

OMB No. 1513-0032 (03/31/2010)
FOR TTB USE ONLY
AUDITED BY

DEPARTMENT OF THE TREASURY
LCOHOL AND TOBACCO TAX AND TRADE BUREAU (TTB)
INVENTORY MANUFACTURER OF TOBACCO PRODUCTS

(File in dupiicate - See instructions below}

DATE OF AUDIT

1. NAME OF MAMNUFACTURER 2. PERMIT NUMBER

TP-

3, ADDRESS OF FACTORY (Number, Street, City, State and ZiF Code}

4. TYPE OF INVENTORY (Check applicable bax} 5. DATE OF INVENTORY
O commencing O comcLuping [ seeciaL
G, 7.
ARTICLE IN BOND TAX DETERMINED

a. Small Cigarettes (number)

b. Large Cigarettes (number)

oo Small Cigars  (rurnber )

d. Large Cigars (number)

e. Chewing Tobacco {pounds and ounces)

I Snull (pounds and ounces)

g. Pipe Tobacco (pounds and ounces)

h. Roll-Your-Own Tobacco (pounds and
aunces)
Under the penalties of perjury, | declare that this inventory includes all cigars, cigarettes, chewing tobacco, snuff, pipe tobacco, and roll-your-
own tobacco required to be accounted for and is, to the best of my knowledge and belief, true and accurate.

&8, BIGNATURE 9. DATE

10, TITLE OR STATUS (State whether individual ownrer, member of firm, or if officer of carpaoration, give title}

TO BE EXECUTED OMLY WHEM INVENTORY 15 VERIFIED BY TTE OFFICER. | have examined the cigars, cigarettes, chewing tobacco, snuff, pipe
tobacco, and roll-your-own tobacco reported in this inventory and am satisfied that the invenlory is accurate.

11. SIGNATURE OF TTE OFFICER 12. TITLE 13. DATE

FPAPERWORK REDUCTION ACT NOTICE

This request is in accordance with the Paperwork Reduction Act of 1995, The purpose of this information is to establish a basis for verification of tax
liability. This form is subject to TTE inspection. Completion of this form is mandatory. (26 U.S.C. 5721 and 5741).

The estimated average burden associated with this collection of infermation is 5 hours per respondent or recordkeeper, depending on individual circum-
stances, Comments concerning the accuracy of this burden estimate and suggestions for reducing this burden should be addressed to the Reports Man-
agement Officer, Regulations and Rulings Division, Alcohol and Tobacco Tax and Trade Bureau, Washington, D.C, 20220,

An agency may not conduct or spensor, and an individual is not required to respond to, a collection of infoermation unless it displays a current, valid OMB
control number,

TTB F 5210.9 (D7/2007)



27 CFR 40.202

 Monthly report is required on
TTB F 5210.5:

— Monthly Report — Manufacturer of Cigarette
Papers and Tubes

It is imperative that the monthly report is
accurate, complete, and timely filed!



Export Warehouses



27 CFR 44.142

* Required daily records of products by
guantity, type, and kind:
— Received
— Shipped or delivered
— Destroyed
— Lost

— Returned to manufacturer or Customs warehouse



Required Records
27 CFR 44.198

Inventories are required for all tobacco
products on TTB F 5220.3:

— Att
— At t
— At t

ne time of commencing business;

ne time of transferring ownership;

he time of changing the location of factory to a

different region;

— At the time of concluding business; and

— At such other time as any TTB officer
may require.



Required Records
27 CFR 44.198 (Continued)

e The Notice of Removal of Tobacco Products on TTB F
5200.14 is required:

— Must keep form for all products received at and removed
from warehouse.

— Applies to manufacturers who remove tobacco products or
cigarette papers and tubes from their factories.

* The records and copies of TTB F 5200.14 shall be
retained for 3 years following the close of the
calendar year in which the shipments were received
or removed.




27 CFR 44.147 - 44.149

 Monthly report is required on
TTB F 5220.4

— Monthly Report — Proprietor Export Warehouse

It is imperative that the monthly report is
accurate, complete, and timely filed!



27 CFR 44.181 —44.187

* Record of sale price of large cigars:

— If the sale price is more than $763.222 per
thousand, you may place a note to that effect in
the record instead of the actual price.



Cigarette Dealers



Cigarette Dealer Definition

e Dealer:

— Any person who sells, or offers for sale, at
wholesale or retail levels, any cigars or cigarettes
after removal for a factory or importer.



Required Records

* Records must be maintained for at least 3 years by
certain distributors of cigarettes (Coble Amendment
to the Contraband Cigarette Trafficking Act [CCTA], 18
U.S.C. 2342).

* Each disposition of more than 10,000 cigarettes.

 Records must contain date, name of purchaser or
recipient, address of destination of cigarettes.

27 CFR 46.163 — 46.168
and CCTA



Examples of Records



Examples Forms and Memos

* Daily summary
* Request for an alternate procedure

e Destruction of product in bond



Daily Summary

Taxpayer
Permit Number
Daily Summary
Commeodity
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Request for Alternate
Procedure

Company Letterhead
June 1, 2009
To: NRC Specialist
From: Taxpayer
Re: Request for alternate procedure for TP-XX-XXX

Dear sir,

We recently changed packaging for our ABC cigarettes in the hard pack. We recently discovered that the ABC
hard packs did not have the quantity (20) as required by 27 CFR 40.215. The hard pack is a new style and the
soft packs used a closure that included the quantity. Upon discovering this, we immediately took action to
correct this oversight in the packaging artwork. We have on hand approximately a 3 month supply based on
our sales projections.

The ABC hard pack is packaged in the standard size packages of 20 per pack. There is no jeopardy to the tax
revenue and this does not cause additional risk to the public since it is a standard size package. We request
permission to use up the supply of packaging for the ABC hard packs.

Taxpayer representative signature




Request for an in bond
Destruction

LETTERHEAD
DATE

Chief, National Revenue Center
National Revenue Center

Tax and Trade Bureau

550 Main Street

Room 8002

Cincinnati, Ohio 45202

Dear:

We respectfully request permission to destroy a quantity of tobacco products. An authorized employee will supervise this
destruction. The method of destruction will be by means of being crushed under the tracks of a bulldozer at the

County landfill and subsequently buried beneath feet of earth. This request covers small cigarettes, etc.
which are now on hand in our factory TP-XX - . These are cigarettes that were originally shipped tax paid and have been
returned from the market. Claims for refund of the tax have been approved and applied against tax returns. trips to the

landfill should be required for this quantity of cigarettes.
Please respond with your approval for us to begin the destruction or inform us of any additional instructions. I can be reached
at XXX-XXX-XXXX. To expedite our destruction, you can also fax your approval to us at XXX-XXX-XXXX.

Sincerely,

Responsible employee with power of attorney or signature authority




Compliance Issues



Common Issues at Audit

* Most common findings identified during
a tax audit

* They are broken down into:
— Tax Issues
— Compliance Issues

— Internal Control Weaknesses



Tax Issues

Late excise tax payments (27 CFR 40.168)
Late filed excise tax returns (27 CFR 40.165)

Payment not made by Electronic Funds Transfer (27
CFR 40.165(a)) — Taxpayers who exceed S5M in one
year must use EFT

Wrong tax rate used for large cigars
(27 CFR 40.22)



Tax Issues (Continued)

Inventory shortages not tax paid
(27 CFR 40.255)

Domestic sales to military exchanges not tax paid (27
CFR 40.161)

No adequate proof of export (27 CFR 44.61-66)

Decreasing adjustments taken for imported cigarette
returns from market (27 CFR 41.163)

Incorrectly calculated taxable removals
(27 CFR 40.161)



Tax Issues (Continued)

* In bond freight charges not connected with taxable
sale are not included in sales prices for large cigars
(27 CFR 40.22 and 26 U.S.C. 4216)

 Monthly Report and Excise Tax Return
do not match for removals (27 CFR 40.183(e);
40.184; 40.161, and 40.202(a)(5))

 Employee cigarette consumption not properly
documented (27 CFR 40.231)



Tax Issues (Continued)

Tax free cigarettes used for experimental

purposes not properly supported
(27 CFR 40.232)

Cigarettes tax paid at incorrect rate
(27 CFR 40.11)

Tobacco packages overfilled to compensate for
future weight loss due to aging for chewing
tobacco, snuff, and pipe tobacco (27 CFR
40.161)



Tax Issues (Continued)

* |[n bond products destroyed without TTB
approval (27 CFR 40.253)

* Forms 5200.7 approved by TTB without
supervision; report of disposition not sighed
and dated (27 CFR 40.253)

* Cigarettes removed and exported did not have
required export mark, label, or notice (27 CFR

44.185)



Compliance Issues

 Late filed or inaccurate monthly reports (27
CFR 40.202):

— The monthly report is the primary tool used by
the NRC to monitor activity, and it is imperative
that they are accurate.

* Tax paid and non tax paid tobacco products
not segregated (27 CFR 40.254)



Compliance Issues (Continued)

Changes in officers and directors not reported to NRC
within 30 days (27 CFR 40.103)

Permits not updated accordingly when changes
occur (27 CFR part 40 subpart F)

Bond not adequate (27 CFR 40.136;
see part 40 subpart G)

Daily records of activity not adequate or complete
(27 CFR 40.183)

Improper markings on packages
(27 CFR 40.211 — 40.216b)



Compliance Issues (Continued)

Monthly reports and excise tax returns sighed by
person without signing authority (27 CFR 40.68)

Records not retained relating to daily activity
(27 CFR 40.185)

Alternate reporting day not approved
(27 CFR 40.181)

Losses — other than theft — not adequately supported
(27 CFR 40.301)

Approved alternate procedure not followed
(27 CFR 40.45)



Compliance Issues (Continued)

Special tax stamp not at all locations covered
(27 CFR 40.35)

All manufactured cigarettes not included in
inventory (27 CFR 40.202)

Re-landing previously exported cigarettes
(27 CFR 41.82)

Other operations not approved by TTB
(27 CFR 40.47 and 40.72)



Compliance Issues (Continued)

Ending balances do not match beginning
balances for next month (27 CFR 40.202)

Permit file not available for inspection
(27 CFR 40.76)

Export warehouse destroyed cigarettes
without notifying NRC (27 CFR 44.213)

Destruction of imported cigarettes without
notifying NRC (27 CFR 41.170 — 41.174)



Control Weaknesses

Disaster recovery procedures not in place
Backup files not secured in separate location
No written procedures for some areas of
activity

Passwords not required; data center not
secured

Numerous “shipping errors”



Control Weaknesses (Continued)

* Lack of sufficient backup personnel
responsible for Federal excise tax payments or
reporting

* Lack of segregation of duties

 Terminated employees still on access lists



Reports
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Filing an Operational Report

e TTB F 5210.5, Report — Manufacturer of
Tobacco Products or Cigarette Papers
and Tubes:
— Reports are due by the 20t day of the month

succeeding the reporting period
(27 CFR 40.202).

— A manufacturer must file a report for every month
regardless of whether there has been any activity
or not, or if manufacturing has commenced.



Important Tips

* The report must cover the entire calendar

month; it cannot be broken down into tax
periods.

 The address on the report must match the

premises address TTB has on file for the active
permit.
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24, Date

25, My Business Telephons Mumber (Ootionad)

25. My E-Mal

Adaress (Qotonal)




Check Your Bond

* You should periodically check to ensure you
have adequate bond coverage.

 Minimum bond coverage is no less than

$1,000; the maximum bond tops out at
$250,000.



Determining Bond Coverage

For each column in the report that you have
entries (columns A —J), add line 8 to lines 93,
9b, and 9c.

Multiply your total by the appropriate tax rate
for that column.

Add your totals for each column together.

This is the least amount of bond coverage you
should have.
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1E13-0033 MZ21°200E)

ALCOHOL
REFORT - MANUFACTURER OF T

ARTMENT OF THE TREASURY
TOBACCO TAX AND TRADE BUREAU (TTE|

ACCO PRODUCTS OR CIGARETTE PAPERS AND TUBES

FOR TTE UEE OHLY

Audied 3y

Duyte O Audh

1. My Employer ldentiicabdon
Mumber [Read insiruciion £

L=

2. TT8 P=mit Mumber

[Read nsiuclion £

Foeport Covers Ferlod of: (Read insdruciton Gl

d.DThI: report |5 miy st repost.

E.D

This renort 5 my last repoct and | have attached my
penmit OFR my parmit Iz not alfsched because:

& (Name and Address) (aF fnled on my TTG panmir)

_arge Cigars : Ermall Clgars [Nomber) | Large Clgars=nes (Numbar]| Small Clgarethes [Womoer) | Chewing ToSamcs [Founcs)
2. [4: i} e
7. Cr Hand, In Sond, Start of Feriad
. Manufaciures
3. w |, |3 From ciner fachories
E 7[5 From custors custody HE EMTRY MO ENTRY WG EWTRT HD ENTRY W ENTRY
=% (1) Fuerin Sico
E E {2} CAnsrfhan Pusro Rico
& E - . From sxport warshouses
i d. From forelgn trade zones
10, Rmcelvas by Retur to Band
11. Owverages Dizclosed by Irvenbory
Z. Diher (Epecte
33 TOTAL

14,

Sermoyed Subject o Tag

15,

Pz Wikhcid
Fayment of Tax

a. For syport

0. To export warchcases

o To other factories

d. To foreipn trade Zones
e. For use of Unibed Bixies
[(R=pad inginjcton Hi

. For =xpsrimenial pursoses of Taciony
s — il

-

CQiraiwEe Dispoasd m

of Without Determira

A, ConswTEtion Dy emplyess o Tackory
Jerises

B. Conmamptor Oy EMOKCYEes on 1amory

o

€. \Uge for experimental purposes on
factory premises

d. Lows

Hiorn of Tax by

&. Destruction

. Reduciion io obacco

7. Ehortapes Dixclosed by Inventory [Rizad

mstruciion 1)

8.

Other [Soeck)

15

. '0On Hand, In Bond, End of Ferlod

M.

TOTAL

TTE F 8210, (RIZ008)




Excise Tax Returns



Excise Taxes Filed on
TTB F 5000.24

 Per 27 CFR 40.162, every manufacturer of tobacco
products shall file, for each of his factories, a semi-
monthly tax return for each return period, including
any period during which a manufacturer begins or
discontinues business.

* Areturn shall be executed and filed regardless of
whether tobacco products are removed or whether
tax is due for that particular return period.



Return Periods for Semi-Monthly Filers (Non-
EFT)

e 27 CFR 40.163 — The periods to be covered by semi-
monthly returns shall run from the 15t day through
the 15t day of each month, and from the 16t
through the last day of each month.

27 CFR 40.164 — Except for the month of
September. The second semi-monthly period for the
month of September shall be divided into two
payment periods from the 16t day through the 26t
day, and from the 27t day through the 30t" day.



Due Dates for Semi-Monthly Filers (Non-EFT)

* Per 27 CFR 40.165, the proprietor shall file a
semi-monthly tax return no later than the 14th
day after the last day of the return period.

* Except for the month of September. The
return from the 16t day to the 26t day shall
be filed no later than September 29t". The
return for the 27t — 30th day, shall be filed no
later than October 141,



Payment of Tax by Electronic Funds Transfer

* 27 CFR 40.165a:

— Each taxpayer who was liable, during a calendar year, for a
gross amount equal to or exceeding S5M in taxes on
tobacco products, cigarette papers, and cigarette tubes,
shall use a commercial bank in making payment by
electronic funds transfer (EFT) of taxes during the next
succeeding calendar year.

— For each return filed in accordance with this part, the
taxpayer shall direct the taxpayer’s bank to make an EFT in
the amount of the tax payment to the Treasury Account.



Payment of Tax by EFT (Continued)

EFT payments may be made by Fedwire, ACH,

or Pay.gov.

The request shall be made to the bank early

enough for the transfer to be mac

than the close of business on the
filing the return.

e by no later
ast day for

The request shall take into account any time

limit established by the bank.



What Happens if the Excise Taxes Are Not Paid?

e 26 U.S.C. 6201 — “the Secretary is authorized
and required to make assessments of all
taxes” (including interest and assessable

penalties).

* Assessment is a formal recording of a
taxpayer’s tax liability.

 TTB is responsible for assessment of taxes due
to the U.S. on tobacco products.



Penalties

26 U.S.C. chapter 68 allows for penalties to
be imposed for delinquent taxes and returns:

1. Failure to file

2. Failure to pay

3. Failure to deposit



| OMB No. 1513-0083 l:':'1-'21-'23[:SJ
TWIE MO, 157 3-0U53 |8/ SUrZUs)

DEPARTMENT OF THE TREASURY 1. SERIAL MUMBER

ALCOHOL AND TOBACCD TAX AND TRADE BURELAL (TTS)

EXCISE TAX RETURN

(Frepdre i gupicaie — See instuclions baiow)

. ARMCUNT OF PAYRENT

2 FORM OF FAYMENT 5
[J ceeck [ mowevorper [0 =Fm [ oTHER Specy NOTE: FLEASE MAXE CHECKS OR MONEY
— ORDERS FAYASLE TO THE ALCCHOL AND
= IR SO0, 5 fChack E . ,
- RETURN COVERS [Check one) BEGINNING TOBACCD TAX AND TRADE BUREAL (SHOW
[ sreravmeNT [ eERICT EMPLOYER IDENTIFICATION NUMBER ON ALL
ENDING CHECKS OR MONEY ORDERS)
5. DATE PRODUCTS TO BE REMOVED (For Frepayment Retumns Cniy:) FOR TTE USE ONLY
5. EMPLOYER IDEMTIFICATION NUMEER |7, PLANT, REGISTRY, OF PERMIT HUMSER TaX|5
FENALTY
3. MAME AND ADDRESS OF TAXFAYER (INCivos ZIF CooE) INTEREST
ToTAL|S
EXAMINED BY
DATE EXAMINED:
8 ADJUSTMENTS INGREASING AMOUNT DUE {From ine 25) i
19. GROSS AMOUNT DUE (Line 17 plus line 18) Iz
20. ADJUSTMEMNTS DECREASING AMOUNT DUE (From iine 34)
21. AMOUNT TO BE PAID WITH THIS RETURN (Line 13 minus line 20) I5

Under penalties of perjury | declare that | have examined this refurn (including any sccompanying explanations, sfatements, schedules, and forms) and
to the best of my knowledge and belief it is true, comact, and includes all ransactions and tax liabifties required by law or regulations to be reported.

2z

DATE [23. SIGNATURE

B4 TITLE

SCHEDULE A - ADJUSTMENTS INCREASING AMOUNT DUE

EXPLANATION OF INDIVIDUAL ERRORS OR TRANSACTIONS AMOUNT OF ADJUSTMENTS
(a) (b) TAX {c) INTEREST [d) PEMALTY
25 B 5
26.
22, SUBTOTALS OF COLUMNS (o), () AND (d) 3 1] 5
20, TOTAL ADJUSTMENTS INCREASING AMOUNT DUE (Line 28, Col (B} + (c) + (d)) Enter here and on line 15. 3

SCHEDULE B — ADJUSTMENTS DECREASING AMOUNT DUE

EXFLANATION OF INDIVIDUAL ERRORS OR TRANSACTIONS AMOUNT OF ADJUSTMENTS
{al {b) TAX fc) INTEREST
30. 53 ]
3.
32
33. SUBTOTALS OF COLUMNS (b) and (g) 1 B
34 TOTAL ADJUSTMENTS DECREASING AMOUNT DUE (Line 33, Gol (b} + (c)) Enter here and on line 20. g

TTE F 5000.24 (£/2005)




OMB Mo. 1513-0083 (01/21/2005
DEPARTMENT OF THE TREASURY 1. SERIAL NUMBER
ALCOHOL AND TOBACCO TAX AND TRADE BUREAU (TTB)

EXCISE TAX RETURN

(Prepares in duplicate — See inztructions on back)

. AMOUNT OF PAYMENT

2. FORM OF PAYMENT g
O check O monevoroer [ EFT [ OTHER (Spesifih [GoTe. Al EASE MARE CHECKS OR MONEY
pe— ORDERS PAYABLE TO THE ALCOHOL AND
4. RETURN COVERS (Check on
VERS {Check ons) BEGINNING TOBACCO TAX AND TRADE BUREAU (SHOW
O ereravmenT [ PERICD EMPLGVER IDENTIFICATION NUMBER ON ALL
ENDING GHEGKS OR MONEY ORDERS)

CALCULATION OF TAX DUE (Before making enzres on lines 18 — 29, complame Schedulas 4 and 5

PRODUCT AMOUNT OF TAK
il ih)
9. DISTILLED SPIRITES 5
10. WiIKE
11. BEER

2. CIGARS

13, CIGARETTES

14, CIGARETTE PARPERS ANDYOR CIGARETTE TUBES

153, CHEWIMG TOBACCO ANDVOR SMUFF

16, PIPE TOSACCD ANDAOR ROLL-YOUR-OWAN TOSACCD

17. TOTAL TAX LIABILITY (Towal of lines 5-16) 5
18, ADMUSTMENTS INCREASING AMOUNT DUZ (From fine 29
13, GROSS AMOUNT DUE (Lime 17 pits fine 18) 5
20, ADMUSTMENTS DECREAZING ARCUMT DUE (From fine 34
2. AMOUNT TO BE PAID WITH THIZ RETURN (Line 7& minws Une 20) 5

Jnder penaltles of pequry | deciane that | have examin2d this return  [inciusing any accompanying expisnsiians, sisiements, scheglies, and rms) and
0 the best of my Enowledge and belef It 1s tnie, correst, and Includes all transaciions and tax Iablifes raquired by law or regulations ba be reported.

22 DATE ’za. SIGHATURE lu TITLE
2. SUBTOTALS OF COLUMNS (b), (c) AND (d) 5 5 i
20, TOTAL ADJUSTMENTS INCREASING AMOUNT DUE (Line 28 Col (B] + (¢} + (d]) Enter hare and on line 158, ]
SCHEDULE B - ADJUSTMENTS DECREASING AMOUNT DUE
EXFLANATION OF INDIVIDUAL ERRORS OR TRANSACTIONS AMOUNT OF ADJUSTMENTS
{a) i) TAX {c} INTEREST
30. ] ]
E
32
33. SUBTOTALS OF COLUMNE (b) and (c} 3 B
34, TOTAL ADJUSTMEMNTS DECREASING AMOUNT DUE (Line 23, Col (b} + {c]] Enter here and on line 20, g
TTE F 500024 (5/2005)




OMB No. 1513-0083 (01/21/2005)

DEPARTMENT OF THE TREASURY
ALCOHOL AND TOBACCO TAX AND TRADE BUREAU (TTB)

EXCISE TAX RETURN

(Prepares in duplicafe — See instructions on back)

1. SERIAL NUMBER

- AMOUNT OF PAYMENT

2. FORM OF PAYMENT
O check [0 MONEY CRDER

O err [0 oTHER [Specify)

3

NOTE: PLEASE MAKE CHECKS OR MONEY

4. RETURM COVERS [Check ane)

O erepavmenT [ PERICD

BEGINKING

EMCING

ERS PAYABLE TO THE ALCOHOL AMD

CO TaX AND TRADE BUREAU (SHOW
EMPLOYER IDENTIFICATION NUMBER ON ALL
CHECKS OR MONEY ORDERS)

FOR TTB USE ONLY

5. DATE PRODUCTS TO BE REMOWVED (For Prepayment Refums Only:)
&, EMFLOYER IDENTIFICATION MUMBER 7. PLANT, REGISTRY, OR PERMIT NUMBER TAXE
PEMNALTY|
a. MAME AMD ADDRESS OF TAXPAYER (Inciude ZIF Code) INTEREST|
TOTAL|g
EXAMIMNED BY:

CATE EXAMINED:

CALCULATION OF TAX DUE (Before making entries on lines 18 — 21, complete Schedules A and B)

FROOUCT AMOUNT OF TAX
i3} ib)
9. DISTILLED SPIRITS 1=
10. WINE
11. BEER
12. CIGARS

12, CIGARETTES

1
ECHEDULE & — ADJULTMENTS INCREAZING AMIUNT DUE

EXFLANATION OF IKCIVIDUAL ERRCRS OF TRANSACTIONS AMTUMT OF ADJUETMENTS
) (B THX {cl INTEREST iid] FEMALTY
5. 3 5
25,
25. SUBTOTALS OF COLURKS (b)), [c), &MD (d i % 5
23, TOTAL ADJUSTMENTS INCREASING AMOUNT DUE ([Lis= 28, £od (B} = (cf = () Enter here and on Ine 13 5
LCHEDULE B - ADJUSTMENTE DECREAZING AMOIUNT DUE
EXFLANATION OF INDIVIDUAL ERAORS O TRAMIACSTIONS AMTUNWT OF ADJUSTMENTE
- &) TaX o] INTEREET
0. ¥ 5
3.
iz,
33, SUBTOTALS OF COLUMNS (D) and 4] i 5
3. TOTAL ACJUSTMENTS DECAEASMNG AMOUNT DUE (Line 35, Gol (bl + (g} Enter heres and on lime 20, %
TTE F 600024 (520051
32: SUBTOTALS OF COLUMMS (b} and (c) 51 15
4. TOTAL ADJUSTMEMNTS DECREASING AMOUNT DUE (Line 23, Col (B) + (c)] Enter here and on line 20. z
TTB F 5000.24 (5/2005)




What Products Are Not Taxable?

* Products that are:
— Exported
— Consumed on factory premises
— Given to employees for off-premises consumption

(see 27 CFR 40.231)

 NOT tobacco products given away free in
product promotions — these are taxable
removals.




Claims



Claims Filed by Tobacco Product

Manufacturers
Abatement of assessment 27 CFR 40.281
Allowance of tax 27 CFR 40.282
Credit or refund of tax 27 CFR 40.283
Remission of tax liability 27 CFR 40.284
Refund of overpayment 27 CFR 40.286
Remission of tax liability on shortage |27 CFR 40.287
Disaster claims ga(;:)ZrIT gart 46,




Claims Filed (Continued)

* Of the seven claim types allowable to a
tobacco manufacturer, the most commonly
filed is the claim for credit or refund of tax on
the basis of tobacco products withdrawn from
the market.

* The taxes paid may be credited or refunded to
a manufacturer on proof satisfactory to TTB
that the claimant manufacturer paid the tax.



Claims Filed (continued)

* Prepared on TTB F 5620.8, in duplicate and filed
within 6 months from the date of withdrawal
from the market.

e Shallinclude a statement that: “The tax imposed on
tobacco products by 26 U.S.C. 7652 or Chapter 52,
was paid in respect to the tobacco products covered
by the claim, and that the products were lost,
destroyed, or withdrawn from the market within 6
months preceding the date the claim is filed.”



Claims Filed (Continued)

e Claims involving large cigars withdrawn from the
market, the manufacturer must include a statement
that:

— “The amounts claimed relating to large cigars are based on the lowest
sale price applicable to the cigars during the required record retention
period, except where specific documentation is submitted with the
claim to establish that any greater amount of tax claimed was actually
paid.”

e Shall be accompanied by TTB F 5200.7, Schedule of
Tobacco Products, Cigarette Papers or Tubes
Withdrawn from the Market, prepared and verified
as prescribed in

27 CFR 40.311 and 40.313.




Abatement of Assessment Claim

27 CFR 40.281:

— A claim for abatement of the unpaid portion of
the assessment of any tax on tobacco products
may be allowed to the extent such assessment is
excessive in amount, is assessed after expiration
of the applicable period of limitation, or is
erroneously or illegally assessed.



Allowance of Tax

* 27 CFR 40.282:

— Relief from payment of tax on tobacco products
may be extended to manufacturers by allowance
of the tax where the tobacco products after
removal from the factory upon determination of
tax and prior to the payment of such, are lost or
destroyed by fire, casualty, or act of God while in
the possession or ownership of the manufacturer
who removed such products or are withdrawn by

him from the market.



Credit or Refund of Tax

* 27 CFR 40.283:

— The taxes paid on tobacco products may be
credited or refunded (without interest) to a
manufacturer on proof satisfactory to the
appropriate TTB officer, that the claimant
manufacturer paid the tax on tobacco products,
are lost otherwise than by theft or destroyed by
fire, casualty, or act of God while in the possession
or ownership of the manufacturer or withdrawn
by him from the market.




Remission of Tax Liability on Shortage

27 CFR 40.287:

— A manufacturer of tobacco products may submit a
claim for remission of tax liability on shortages of
tobacco products in bond disclosed by physical
inventory as explained in 27 CFR 40.255.



Remission of Tax Liability

27 CFR 40.284:

— Remission of the tax liability on tobacco products
may be extended to the manufacturer liable for
the tax where tobacco products in bond are lost
(otherwise than by theft) or destroyed by fire,
casualty, or act of God, while in the possession or
ownership of such manufacturer.



Refund of Overpayment

* 27 CFR 40.286:

— Where an error in computation of the quantity of
tobacco products or in computation of the
amount of tax due resulted in overpayment and
the error is specifically identified and supported
by records, the manufacturer may file a claim for

refund or may make an adjustment on a semi-
monthly tax return.



Disaster Claims

 Section 5708 of the IRC and
27 CFR 46.71;

— Covers losses of tobacco products caused by a
Presidentially declared disaster.

— Claims for the refund of taxes on such losses must
be filed within 6 months after the President makes
the determination that a major disaster has
occurred.
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Withdrawal from
the Market—TTB F 5200.7



TTB F 5200.7

e TTB F 5200.7, Schedule of Tobacco Products,
Cigarette Papers or Tubes Withdrawn from the
Market:

— |s a formal request for authorization to withdraw
tobacco product from the market as required by
27 CFR 40.282 - 40.283.

— Must be filed if a manufacturer intends to file a
claim for the tax on tobacco products withdrawn
from the market.



TTB F 5200.7 (Continued)

Products are assembled in or adjacent to a factory if
they are to be returned to bond or at any suitable
place if they are to be destroyed or reduced to
materials.

Products should be grouped according to the rates of
tax.

TTB F 5200.7 should be prepared in triplicate (front
page only) and submitted to the NRC.

The NRC will determine if the schedule will be
verified and the disposition of the tobacco products,
with or without TTB supervision.



Supervision by TTB

Schedule will be verified and disposition of the
articles supervised by a TTB investigator.

Upon completion of inspection, the investigator will
execute under TTB Officer’s Certificate.

Returns to taxpayer two verified copies of the
schedule where claim for credit or refund is to be
made and one verified copy where claim for
allowance is to be made.

One original certified copy submitted with claim.



Without TTB Supervision

* If decision is to allow disposal without
TTB supervision:

— The NRC will authorize by executing the disposition
authorization on two copies of TTB F 5200.7 and send two
copies to the taxpayer.

— The taxpayer, upon completion of the disposition, executes
the taxpayer’s certificate of disposition on both copies of
the schedule.

— One original certified copy is submitted with
the claim.
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—DISPOSITION AUTHORIZATION

The taxpayer is authorized to dispose of the articles listed hereon, in the manner indicated, without TTB supervision.
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DISPORITION AUTHORIZETION
The taxpaysr is authorized 1o dispoes of the aricks Ised herson, in the manner irdicated, withoun TTE supervizion.
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Contact Information

* Contact an NRC Specialist in
the Tobacco Tax Group

* Address:
8002 FOB
550 Main Street
Cincinnati, OH 45202
* Phone: 1-877-882-3277 or 513-684-7137



Contact Information (Continued)

Scott Rogers, CPA
Tax Audit Division

Greensboro Field Office

Phone: (336) 852-9174

email:



Contact Information (Continued)

Kim Dornacher, Tax Specialist
National Revenue Center

Phone: (513) 684-6325
Email: tobaccotaxkd@ttb.gov
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