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IMPORTATION OF TOBACCO MATERIALS,
TOBACCO PRODUCTS, AND CIGARETTE PAPERS AND TUBES

Title 26—INTERNAL REVENUE

Chapter l—Internal Revenue Service,
Department of the Treasury

SUBCHAPTER E—ALCOHOL, TOBACCO, AND
OTHER EXCISE TAXES

PART 275—IMPORTATION OF TO-
BACCO MATERIALS, TOBACCO
PRODUCTS, AND CIGARETTE PA-
PERS AND TUBES

On June 7, 1961, a notice of proposed
rule making proposing new regulations
in Part 2756 of Tille 26 of the Code of
Federal Regulations was published in the
FEDERAL REGISTER (26 F.R. 5058). The
purposes of the notice were to prescribe
provisions relating to Lhwe importation
and taxpayment of tobacco materials,
cigars, cigarettes, manufacturcd tobacco,
and cigarelle papers and tubes in a
single part of this chapter, and to imple-
ment the Internal Revenue Code of 1954,
as amended by the Excise Tax Technical
Changes Act of 1958 (Public Law 85- 859,
72 Stat. 1275).

No comments or suggestions pertain-
ing Lo Lhese regualations were received
during the period of 30 days from the
date of publication of the notice of pro-
posed rule making. Accordingly, the
regulations so published arc hereby
adopted wilth the changes set forth
below:

1. The Preamble is changed:

(A) By slriking from the first sentence
the word “and”, after the word ‘‘ciga-
relles”, and by inserting after the words
“manufactured tobacco'” the words
. and cigarctte papers and tubes™; and

(B) By redesignating paragraph 2 as
paragraph 3 and by inserting a new para-
graph 2,

(over)



2. Section 275.11 is changed:

(A) By rewording the first sentence of
the definition of “Tobacco materials”.

(B) By inserting in the definition of
“Waste”, after the word “Tobacco” the
first tlme it appears, the word “ma-
terials”.

3. Section 275.22 is changed by strik-
ing the period at the end of the first
sentence and adding the phrase “, or in
the case of an authorization, for three
years following the close of the calendar
year in which the operation under such
authorization is concluded.”

4. Section 275.25 is changed by re-
wording the second sentence to read
“Where the articles are not sold, the
officer may deliver them t{o a Federal or
State hospital or institution (if they are
fit for consumption) or cause their de-
struction by burning completely or by
rendering them unfit for consumption.”

5. Scction 275.37 is changed:

(A) By rewording the first sentence to
read “Large cigars are divided into
seven classes, for internal revenue tax
purposes, corresponding with the rates
of tax Imposed by section 5701(b) (2),
ILR.C., and based on the retail price in-
tended by thc importer for suteh cigars.”;
and

(B) By striking in the third sentence
the word “determining” and inserting in
lHeu thereof the word “establishing”.

6. Section 275.49 is changed by strik-
ing in the last sentence the words “pack=-
aged, labeled, and” and inscrting in lieu
thereof the phrase *in packages which
bear the notice and shall be'.

7. The heading of Subpart E is changed
to read “Subpart E—Packages”.

8. Section 275.81 is changed by in-
serting in the parenthetical phrase at the
end thereof, before the word “tax”, the
words “internal revenue™.

9. Scction 275.90 is changed by insert-
ing in the parenthetical phrase at the
end thereof, before the word ““tax”, the
words “internal revenue”.

10. Sectlon 275.106 is changed by add-
Ing at the end thereof a new sentence to
read “Noncommercial mail shipments of
tobacco products and cigarette papers
and tubes to the United States are ex=-
empt from the provisions of this section,
except that the internal revenue officer
in Puerto Rico receiving a payment of
internal revenue tax on mail shipments
of such articles will prepare a certificate
to be affixed to the container stating that
the United States internal revenue tax
has been prepaid on the articles con-
tained therein.”

11. Section 275.107 is changed by strik-
ing in the first sentence the word “*shall”
and inserting in lieu thereof the word
“will”,

12, Section 275.108 is changed by strik-
Ing, at the end thereof, the phrase “and
be made available for inspection by in-
ternal revenue officers"”.

13. Sectlon 275.117 is changed by
striking in the first sentence the word
“shall” and inserting in licu therecof the
word "'will”.

14. Section 275.118 is changed by
striking, at the end thereof, the phrase
“and be made available for inspection
by internal revenue officers”.

15. Section 275,121 is changed by
striking in the first scntence the proviso

‘inserting in

and inserting In lieu thereof new pro-
visos and a new sentence, to read “Pro-
vided, That the amount of any such bond
(or the total amount including strength-
ening bonds, if any) need not exceed
$250,000 where payment of tax on cig-
arettes is deferred; need not exceed
$150,000 where payment of tax on cigars
is deferred; and necd not exceed
$25,000 where payment of tax on man-
ufactured tobacco is deferred: And pro-
vided further, That, where payment of
tax is deferred with respect to more than
one kind of tobacco product, the bond
need not exceed the amount of the
largest maximum bond prescribed with
respect to any of the kinds of tobacco
products on which payment is deferred.
The amount of bond shall in no casc be
less than $1,000.”

16. Section 275.136 is changed by
striking from the first sentence the
phrase ‘“, prior to obtaining the release
of such articles,” and inserting after the
words "Form 2105 with” the phrase
“, and receive a noticc of approval
from,”.

17, Section 275.137 is changed by
item (a) of the last
sentence, after the word “shipper”, the
phrase “for attachment to the bill of
lading”.

Efective date. The regulations in this
part shall be effective on the first day of
the first month which begins not less
than 30 days following the date of pub-
lication in the FEDERAL REGISTER.

These regulations are issued under the
authority contained in section 7805 of
the Internal Revenue Code of 1954 (G8A
Stat. 917; 26 U.S.C. 7805).

[SEAL] MORTIMER M. CarLIN,
Commissioner of Internal Revenue,

Approved: August 28, 1961,

STANLEY S. SURREY,
Assistant Secrelary of the
Treasury.

Preamble. 1. These repgulations, 26
CFR Part 275, “Importation of Tobacco
Materials, Tobacco Products, and Ciga-
rette Papers and Tubes,” are promul-
gated to prescribe provisions relating to
the importation and taxpayment of to-
bacco materials, cigars, cigarettes, manu-
factured tobacco, and cigarctte papcrs
and tubes in a single part of this chapter,
and to implement the Internal Revenue
Code of 1954 as amended by the Excisc
Tax Technical Changes Act of 1958
(Public Law 85-859, 72 Stat. 1275).
These regulations supersede the existing
regulations in 26 CFR Part 275 and Suhb-
part F of 26 CFR Part 296 in their
entirety; prescribe revision of provi-
sions formerly included in 26 CFR Part
270 relating to the importation of cigars
and cigarettes, the release of tobacco
materials, clgars, and cigarcttes from
customs custody, and the manufacture of
cigars in customs bonded manufacturing
warchouses, class 6; prescribe revision of
provisions formerly included in 26 CFR
Part 275 relating to the importation of
manufactured tobacco and the reclease
of tobacco materials and manufactured
tobacco from customs custody; prescribe
revision of provisions formerly included
in 26 CFR. Part 280 relating to the release
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of tobacco materials from customs cus-
tody; prescribe revision of provisions
formerly included in 26 CFR Part 285
relating to the importation of cigarette
papers and tubes and the release of ciga-
rette papers and tubes from customs
custody; and prescribe revision of pro-
visions formerly included in Subpart E
of 26 CFR Part 296 relating to importa-
tion of tobacco products and the manu-
facture of cigars in customs bonded
manufacturing warehouses, class 6.

2. The function of collecting internal
revenue taxes on tobacco products and
cigarette papers and tubes imporied or
brought into the United States and
removed subject to tax from customns
custody, heretoforc delegated to the
Commissfoner of Internal Revenue, is
transferred on the effective date of these
regulations to the Commissioner of Cus-
toms by delegation of authority from the
Secretary of the Treasury (Treasury
Department Order No. 165-12).

3. These regulations shall not aflect
any act done, or any liability or right
accruing or accrued, or any suit or pro-
ceeding had or commenced, before the
cflcetive date of these regulations.

Subpart A—Scope of Regulations

Sec.

2751 Importation of tobacco materlals,
tobacco products, and clgarette
papers and tubes.

Subpart B—Definitions

27511 Meaning of terms.

Subpart C—General

275.21 Forms preserlbed.

275.22 Retention of records.

275.23 Authority of Internal revenue of-
ficers to enter premises,

275.24 Interference with adminlstration,

275.25 Disposal of forfcited, condemned,
and abandoned tobacco materials,
tobacco products, and cigarette
papers and tubes.

27526  Alternate methods or proccdurcs.

275.217 Emergency varlations from require-
ments.

275.28 Penaltles and forfeltures.

Subpart D—Taxes
Tax RATES

275.31 Cigars.

27532 Clgarettes.

275.33  Tobaeco.

2175.34  Clgarette papcra.

2756.35 Clgarette tubes.

Tax CLASSIFICATION OF LARGE CIGARS AND OF

CIGARETTES

275 .37 Lary.e cigars.

275.38 Cigarcttes.

LIABILITY FOR AND PAYMENT OF TAXES

27540 Tersons liable for tax.

27541  Determination of tax and mecthod
of payment.

EXEMDPTIONS FroM TAXES

275.45 Tobacco products and clgarette
papers and tubes imported by
consular officers and employeces of
forelgn states.

27546  Samples of cigars and clgarettes.

275647 Samples of manufactured tobacco.

27548 Samples of clgarette tubes,

27549  Tobacco products and cignretle pa-
pers and tubes for exhibition at
trade fairs.

27530  Othcer exemptlons,

ASSESSMENT OF TAXES

275.60  Assessment.



CusTOMS' COLLECTION OF TAXES

Sec.

275.62 Customs’ collectlon of internal rev-
enue taxes on tobacco materials,
tobacco products, and clgarette
papers and tubes, imported or
brought into the Unilted States,

Subpart E—Packages

275.71  Package.

27572 Notice for manufactured tobacco,

275.73 Notice for cigars.

275.74 Notice for cigarettes.

27576 Exemptions.

Subpart F—Tobacco Matarlals, Tobacco Products,
and Cigarette Papers and Tubes, Imported or
Brought Inte the United States

276.81 Taxpayment.

RELEASE OF TOBACCO PRODUCTS AND CIGARETTE
PAPERS AND TuBes FProM CusTOoMs CUSTODY,
WITHOUT PAYMENT or TAX

275.85 Realease from customs custody au-
thorized.
275.86 Procedure for release.

RELEASE OoF ToBACCO MATERIALS FroM Cus-
TOMB CusTODY, WITHOUT PAYMENT OF TAX

275.90 Release from customs custody au-
thorized.

27591 Procedure for release.

Subpart G—Puerto Rican Tobacco Materials, To-
bacco Products, and Cigarette Papers and
Tubes, Brought Into the United States

275.101 GQeneral,

PREFPAYMENT OF Tax 1IN PueErTO RICO ON ToO-
BACCO PrRODUCTS AND CICGARETTE PAPERS AND
TuBES

275105 Prepayment of tax.

275.108 Inspection of shipment and certifi-
catlon of prepayment by internal
revenue officer.

275.107 Procedure at port of entry.

275.108 Disposition of forms by collector of
customs.

DEFERRED PAYMENT OF Tax 1N PUERTO Rico
ON ToBACCO PRODUCTS

275.108 Bond required for deferred taxpay-
ment.

Computation of tax and execution
of ngreement to pay tax.

Inspection of shipment and certifi-
cation by internal revenue officer.

Tax return.

Return periods.

‘Time of filing.

Remlittance with return.

Default.

Procedure at port of entry.

Disposition of forms by collector of
customs.

Corporate surety.

Deposit of securitlies in lieu of cor-
porate surety.

Amount of bond.

Strengthening bond.

Superseding bond.

Extension of coverage of bond.

Approval of bond and extension of
coverage of bond.

Termination of bond.

Application of surety for rellef (rom
hond.

Rellef of surety from bond.

Releuse of pledged securitles.

276.110
275,111

275.112
275113
276.114
275.115
275118
275.117
275,118

276.119
275.120

275,121
275.122
275.123
275.124
276.125

275.126
275.127

275.128
275.128

RELEASE OF PUERTO RIcAN Topacco PrODUCTS
AND CIGARETTE PapPrgs AND TUBES FRoM
Customs CuUSTODY, WITHOUT PAYMENT OF
TAX

275.135 Release from custems
without payment of tax.

Extension of coverage of bond.

Notice of release.

Actlon by collector of customs.

Records.

custody,

275.136
275,137
275.138
275.139

8ec.
275.140 Taxpayment in the United States.
275.141 Reports.

RrELEASE OF PUPFRTO RICAN TOBACCO MATERIALS
From CustomMsgs CUsTODY, WITHOUT PAY-
MENT OF TaAX

275.146 Procedure for release.
Subpart H—Taxpayment of Cigars Produced In

Customs Bonded Manvutacturing Warehouses,
Class 6

276.161
275.162

Taxpayment.
Packaging requirements.
Subpart —Claims
GENERAL

275.161
276.162

Abatement of assessment.

Losses caused by dlsaster occurring
after September 2, 1958,

275.163 Refund of tax.

ToBACCO PRODUCTS AND CIGARETTE PAPERS AND
TUBES LOST OR DESTROYED

275165 Actlon by taxpayer.

TOpACCO PRODUCTS AND CIGARETTE PAPERS AND
TUBES WITHDRAWN FROM THE MARKET

275.170
276.171

Destruction, action by taxpayer.

Destruction, action by assistant
regional commissioner.

Return to nontaxpaid status or re-
duction to materinls, action by
taxpayer.

Return to nontaxpald status or re-
duction to materials, actlion by
assistant reglonal commissioner.,

Disposltion of tobacco produels and
cigarette papers and tubes, and
schedule.

276.172
275.173

275.174

RFDEMPTION OF STAMPS
275180 Clalm for redemption of stamps.
AUTHORITY: §§ 276.1 to 276.180 are issued
under section 7805, 68A Stat. 817; 26 U.8.C.

7805. Addltlonal authority is cited in paren-
theses following the sections affected.

Subpart A—Scope of Regulations

§ 275.1 Importation of tobacco mate-
rials, tobncco products, and cigarette
pupers and tubes.

This part contains thc regulations re-
lating to tobacco materials, tobacco
products, and cigarette papers and tuhes,
imported into the United States from a
foreign country or brought into the
United States from Puerto Rico, the Vir-
gin Islands, or a possession of the United
States; the removal of clgars from a
customs bonded manufacturing ware-
house, class 6; and the release of tobacco
materials, tobacco products, and ciga-
rette papers and tubes from customs cus-
tody, without payment of internal
revenue tax.

Subpart B—Definitions
§ 275.11 Meaning of terms.

When used in this part and in forms
prescribed under this part, where not
otherwise distinctly expressed or mani-
festly Incompatible with the intent
thereof, each of the following terms shall
have the meaning ascribed in this sec-
tion. Words in the plural form shall in-
clude the singular, words in the singular
form shall include the plural, and words
importing the masculine gender shall
include the feminine, The terms “in-
cludes” and *“including” do not exclude
things not enumerated which are in the
same general class.
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Agsistant regional commissioner. An
assistant regional commissioner (alco-
hol and tobacco tax) who Is responsible
to, and functions under the direction and
supervision of, & regional commissioner.

Bonded manufacturer. A manufac-
turer of tobacco products in Puerto Rico
who has an approved bond, in accordance
with the provisions of this part, authoriz-
ing him to defer the payment in Puerto
Rico of the internal revenue tax imposed
on such products by section 7652(a),
LR.C., as provided in this part.

CFR. 'The Code of Federal Regula-
tions.

Cigar,
tobacco.

Cigarette. Any roll of tobacco,
wrapped in paper or any substance other
than tobacco.

Cigarelte paper. Paper, or any other
material except tobacco, prepared for
use as & clgarette wrapper.

Cigarette papers. Taxable books or
sets of cigarette papers, i.e., books or sets
of cigarette papers containing more than
25 papers each.

Cigarette tube. Clgarette paper made
into & hollow cylinder for use in making
cigarettes,

Collector of customs. The person hav-
ing charge of & customs collection dis-
trict, including assistant collector of
customs, deputy collector of customs, and
any person authorized by law, or by reg-
ulations approved by the Sccretary of the
Treasury, to perform the duties of a
collector of customs.

Commissioner. The Commlissioner of
Internal Revenue.

Computation or computed. When used
with respect to the tax on tobacco prod-
ucts of Puerto Rican manufacture, com-~
putation or computed shall mean that
the bonded manufacturer hans ascer-
tained the quantity, kind, and (if appli-
eable) class, of tobacco products being
shipped to the United States, that the
payment, in Puerto Rico, of the tax on
such products is to be deferred under
Subpart G of this part, that the tax
imposed on such products by scction
7652(a), I.R.C., has been calculated, that
the bonded manufacturer has executed
an agreement to pay the internal reve-
nue tax which will become due with
respect to such products, as provided in
this part, and that an internal revenue
officer has verifled and executed a cer-
tification of such calculation.

Dealer in tobacco materials. Any per-
son 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
& foreign country, Puerto Rico, the Vir-
gin Islands, or & possession of the United
States, or who receives tobacco msate-
rials, other thun stems and waste, for
use by him in the production of ferti-
lizer, insecticide, or nicotine. The term
“dealer in tobacco materials” shall not
include (a) an operator of a warchouse
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 to-
bacco, or for a bona fide association of
farmers or growetrs of tobacco; (b) a
farmer or grower of tobacco with respect

Any roll of tobacco wrapved in



to the sale of leaf tobacco of his own
growth or raising, or a bona fide associ-
ation 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 accordance with Part 280 of this chap-
ter; (c) a pcrson 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 pur-
chascs and sells warehouse receipts with-
out taking physical possession of the
tobacco covered thereby; or (d) a qual-
ifled manufacturer of tobacco products
with respect to tobacco materials re-
ceived by him under his bond as such a
manufacturer.

Determined or determination. When
used with respect to the internal revenue
tax on tobacco products and cigarette
papers and tubes, determined or deter-
mination shall mean that the quantity,
kind, and (if applicable) class, of tobacco
products, or the number of books or sets
of cigarette papers of each different
numerical content, or the number of
cigaretie tubes, to be removed subject
to internal revenue tax, has been es-
tablished as prescribed by this part so
that the internal revenue tax payable
with respect thereto may he calculaled.

Director. The Director, Alcohol and
Tobacco Tax Division, Internal Revenue
Service, Washington, D.C.

Dislrict director. A district director
of internal revenue.

Factory. The premises of a manufac-
turer of tobacco products or cigarette
papers and tubes in which he carries on
such business.

Importer, Any person in the United
States to whom nontaxpald tobacco
products or cigarette papers or tubes
manufactured in a foreign country,
Puerto Rico, the Virgin Islands, or a pos-
session of the United States are shipped
or consigned; any person who removes
cigars for sale or consumption in the
United States from a customs bonded
manufacturing warehouse; and any per-
son who smuggles or otherwise unlaw-
fully brings tobacco products or ciga-
rette papers or tubes into the United
States.

Internal revenue officer. An officer or
employee of the Internal Revenue Serv-
ice duly authorized to perform any func-
tion relating to the administration or
enforcement of this part.

I.R.C. The Internal Revenue Code of
1954, as amended.

Large cigarettes. Cigarettes weighing
more than three pounds per thousand.

Large cigars. Cigars weighing more
than three pounds per thousand.

Manufactured tobacco. Tobacco
(other than cigars and cigarettes) pre-
pared, processed, manipulated, or pack-
aged, for removal, or merely removed,
for consumption by smoking or for use
in the mouth or nose, and any tobacco
(other than cigars and cigarettes), not
exempt from tax under Chapter 52,
IR.C,, sold or delivered to any person

contrary to the provisions of such chap-
ter or regulations thereunder.

Manufacturer of cigarette papers and
tubes. Any person who makes up ciga-
rette paper into books or sets containing
more than 25 papers each, or into tubes,
except for his own personal use or
consumption.

Manufacturer of tobacco products.
Any person who manufactures cigars or
cigaretles, 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 the provisions of Chapter 52,
LR.C., or rcgulations thereunder. The
term “manufacturer of tobaceco products”
shall not include (a) a person who in any
manner prepares tobacco, or produces ci-
gars or cigarettes, solely for his own per-
sonal consumption or use; (b) & proprie-
tor of a customs bonded manufaeturing
warehouse with respect to the operation
of such warehouse; (¢) a farmer or
grower of lobaceco with respect to the sale
of leaf tobacco of his own growth or rais-
ing, if it is in the condition as cured on
the farm; or (d) 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
tohaceo so sold is in the condition as
curcd on the farm, and if the association
maintains records of all leaf tobacco,
acquired or received and sold or other-
wise disposed of, in accordance with Part
280 of this chapter,

Oflcer-in-Charge. The principal rev-
enue officer in Puerto Rico charged with
the duty of collecting internal revenue
taxes, in Puerto Rico, under the juris-
diction of the Director of the Office of
Iniernational Operations, Internal Rev-
enue Service, Treasury Department,
Washington, D.C.

Package. The container in which to-
bacco products or eigarette papers or
tubes are put up by the manufacturer or
the importer and offercd for sale or de-
livery to the consumer,

Person, An individual, partnership,
assoclation, company, corporation,
estate, or trust.

Region. An internal revenuec region.

Regional commissioner., A regional
commissioner of internal revenue.

Kemoval or remove. The removal of
tobacco products or cigarette papers or
tubes from the factory or rclease from
customs custody, including the smug-
gling or other unlawful importation of
such articles into the United States.

Small cigarettes, Cigarettes weigh-
ing not more than three pounds per
thousand.

Small cigars. Cigars weighing not
more than three pounds per thousand.

Stems. The stems or midribs of to-
bacco.

This chapter. Chapter I, Title 26,
Code of Fedceral Regulations,

T'obacco materials. 'Tobacco (other
than manufactured tobacco, cigars, and
ciparettes), including tobacco in proe-
ess, Perique, Black Fat, leaf tobacco, and
tobacco scraps, cuttings, clippings, sift-
ings, stems, and waste. Tobacco mate-
rials are categorized:

-m-

(a) Unstemmed leaf tlobacco. Leaf
tobacco from which the stem or mid-
rib has not been removed.

(b) Other tobacco materials. To-
bacco materials other than unstemmed
leaf tobacco.

Tobacco products. Manufactured to-
bacco, cigars, and cigarettes.

Uniled Siates. When used in a geo-
graphical sense shall include only the
States and the District of Columbia.

U.S.C. The United States Code.

Waste, Tobacco materials, including
dust, and foreign substances resulting
from the handling, manipulation, or
processing of tobacco, and which are
worthless for use in the manufacture of
tobacco producis and have no market
value for that purpose.

Subpart C—General
§ 275.21 Forms prescribed.

The Director is authorized to prescribe
all forms required by this part. All of
the information called for in each form
shall be furnished as indicated by the
headings on the form and the instruc-
tions thereon or issued in respect there-
to, and as required by this part. When
a return, form, claim, or other document
called for under this part is required by
this part, or by the document itself, to
be executed under penalties of perjury,
it shall be so executed.

§ 275.22 Retention of records,

All records required to be kept under
this part, including copies of claims and
schedules, authorizations, notices of re-
lease, reports, and returns, shall be re-
tained for three years following the close
of the year in which filed or made, or
in the case of an authorization, for three
vears following the close of the ealendar
year in which the operation under such
authorization is coneluded. Such rec-
ords shall be made available for inspec-
tion by any internal revenue officer upon
his request.

(72 Stat. 1423; 26 U.S.C. 5741)

§ 275.23 Awuhority of internal revenue
officers to enter premises.

Any internal revenue officer may enter
in the daytime any premises where to-
bacco products and cigarette papers and
tubes are produced or kept, and where
tobacco materials are kept, so far as it
may be necessary for the purpose of ex-
amining such articles, When such
premises are open at night, any internal
revenue officer may enler them, while so
open, in the performance of his official
duties. The owner of such premises, or
person having the superintendence of
the same, who refuses to admit any in-
ternal revenue officer or permit him to
examine such articles shall be liable to
the penalties prescribed by law for the
offense.

(68A Stat, 872, 803; 26 U.S.C. 7342, T606)
§275.24
tion.

Whoever, corruplly or by force or
threats of force, endeavors to hinder or
obstruct the administration of this part,
or endeavors to intimidate or impede any

Interference with administra-



internal revenue officer acting in his
official capacity, or forcibly rescues or
attempts to rescue or causes to be rescued
any property, after it has been duly
seized for forfelture to the United States
in connection with a violation of the in-
ternal revenue laws, shall be liable to
the penallies prescribed by law.

(68A Stat. 855; 26 U.5.C. 7212)

§ 275.25 Disposal of forfeited, con-
demned, and abandoned tobacco
materials, tobacro products, und
eigarctte papers and tubes.

When any Federal, State, or local of-
ficer having custody of forfeited, con-
demned, or abandoned Lobacco materials,
tobacco producls, or cigarette papers or
tubes, upon which the IPederal tax has
not been pald, is of the opinion that the
sale thereof will not bring a price equal
to the tax due and payable thereon, and
the expenses incident to the sale thereof,
he shall not scll, nor cause to be sold,
such articles for consumption in the
United States. Where the articles are
not sold, the officer may deliver them to
a Federal or State hospital or institu-
tion (if they are fil for consumption)
or cause their destruction by burning
completely or by rendering them unfit
for consumption. Where such articles
are sold, they shall not be released by the
officer having custody thereof until they
are properly packaged and taxpaid,
which tax shall be considered as a por-
tion of the sales price. Except where
the tax is to be paid to collectors of
customs in accordance with Part 20,
Customs Regulations (19 CFR Part 20),
on sales of arlicles by customs oflicers,
tlie payment of tax on such arlicles shall
be cvidenced by presentation, to the
officer having custody of the articles, of
a receipt from the district director show-
ing such payment: Provided, That to-
bacco materials may be sold to the
highest bidder, without regard to any
tax, whether by sealed bid or otherwise,
if such bidder is a manufacturer of to-
bacco products or a dealer in tobacco
madterials, qualified under Chapter 52,
1RC, to engage in such business, such
materials to be accounted for in records
required to be kept by him for intcrnal
revenue purposes. In the case of such
articles held by or for the Federal Gov-
ernment, the salc thercof shall be sub-
ject to the applicable provislons of the
Reegulations of the General Services Ad-
ministration, Title 1, Personal Property
Management.

(72 Btat. 1425; 26 U.8.C. 5753)

§ 275.26 Alternnte methods or proce-
dures.

An importer, on specific approval by
the Director as provided in this section,
may use an alternate method or pro-
cedure in lieu of a method or procedure
specifically prescribed in this part. The
Director may approve an alternate
method or proccdure, subject to stated
conditions, when he finds that—

(u) Good cause has been shown for
the use of the alternate mcthod or
procedure,

(b) The alternate method or proce-
dure is within the purpose of, and con-
sistent with the effect intended by, the

specifically prescribed method or proce-
dure, and affords equivalent security to
the revenue, and

(¢) The alternate method or procedure
will not be contrary to any provision of
law, and will not result in an increase in
cost to the Government or hinder the
effective administration of this part.

No alternate method or procedure relat-
ing to the giving of any bond or to the
assessment, payment, or collection of tax,
shall be authorized under this section.
Where an importer desires to employ an
allernate method or procedure, he shall
submit a written application to do so, in
triplicate, to the assistant regional com-
missioner for transmittal to the Director.
The application shall specifically describe
the proposed alternate method or pro-
cedure, and shall set forth the reasons
therefor. Alternate methods or proce-
dures shall not be employed until the
application has been approved by the
Director. The importer shall, during the
period of authorization of an alternate
method or procedure, comply with the
terms of the approved application. Au-
thorization for any alternate method or
procedure may be withdrawn whenever
in the judgment of the Director the reve-
nue is jeopardized or the effective ad-
ministration of this part is hindered.
The importer shall retain, as part of his
records, any authorization of the Dircctor
under this scction.

§ 275.27 Emergeney variations from re-
yuirements,

The Dircctor may approve mcthods of
operation other than as specified in this
part, where he finds that an emergency
exists and {he proposed variations from
the specified requirements are neeessary,
and the proposed variations—

(a) Will afford the security and pro-
tection to the revenue intended by the
prescribed specifications,

(b)Y Will not hinder the effective ad-
ministration of this part, and

(c) WIll not be contrary to any provi-
sion of law,

Variations from requirements granted
under this sectlon are conditioned on
compliance with the procedures, condi-
tions, and limitations set forth in the
approval of the applicationn., Failure to
comply in good faith with such pro-
cedures, conditions, and limitations shall
automatically terminate the authority
for such variations and the importer
thereupon shall fully comply with the
prescribed requirements of regulations
from which the variations were author-
ized. Authority for any variations may
be withdrawn whenever in the judgment
of the Director the revenue is jeopard-
ized or the effective administration of
this part is hindered by tlie continuation
of such varialion. Where an Importer
dcesires to employ such variation, he shall
submit a written application to do so, in
triplicate, to the assistant regional com-
missioner for transmittal to the Direc-
tor, The application shall describe the
proposed variations and set forth the
reasons thercfor. Variations shall not be
employed until the applieation has been
approved. The importer shall retain, as
part of his reeords, any authorization of
the Director under this section,

"llc-

§ 275.28 Penaliies and forfeitures.

Anyone who fails to comply with the
provisions of this part becomes liable to
the eivil and criminal penalties, and for-
feitures, provided by law,

(72 Stat. 1425, 1426; 26 U.8.C. 5761, 5762,
6763) -
Subpart D—Taxes

TAX RATES
§ 275.31 Cigars.

On cigars imported or brought into
the United States, the following inlernal
revenue laxes are imposed by law:

(a) Small cigars. 75 cents per thou-
sand.

(b) Large clgars. (1) If removed to
retail at not more than 2% cents each,
$2.50 per thousand:

(2) If removed to retail at morc than
2% cents each and not more than 4
cents each, $3 per thousand;

(3) If removed to retail at more than
4 cents each and not more than 6 cents
each, $4 per thousand;

(4) If removed to retail at more than
6 cents cach and not more than 8 cents
each, $7 per thousand;

() If removed to retail at more than
8 cenis each and not more than 15 cents
each, $10 per thousand;

(6) If removed to retall at more than
15 cents each and not more than 20 cents
each, $15 per thousand; and

() If removed to retail at more than
20 cents each, $20 per thousand.

Cirars not exempt{ from tax under this
part which arc removed but not intended
for sale shall be taxed at the same rate
as similar cigars removed for sale.

(G8A Stat. 007, 72 Stat. 1414; 26 U.8.C. 7852,
6701)

§ 275.32  Cigarettes.

On cigarettes imported or brought into
the United States, the following internal
revenue taxes are imposed by law:

(a) Small cigarettes. $4 per
sand.

(k) Large cigaretles. $8.40 per thou-
sahd; except that where such cigarettes
are more than 6% inches in length, the
rate of tax is $4 per thousand, counting
cach 234 inches, or fraction thereof, of
the length of each as one cigarette.

(68A Stat. 807, 72 Stat. 1414: 28 U.S.C. 7862,
5701)

§ 275.33 Taobhacco.

On tobacco, whether in the form of
manufactured tobacco or tobacco mate-
rials, imported or brought into the
United States, an internal revenue tax
of 10 cents per pound is imposed by law.

(68A Stat. D07, 72 Stat. 1414; 26 U.S.C. 7652,
6701)

§ 275.34  Cigurctie papers.

On ecach book or set of cigarette papers
containing more than 25 papers im-
»orted or brought inte the Uniled States,
the law Imposcs an intcrnal revenue tax
of Y% cent for each 50 papers or frac-
tional part thereof; except that where
cigarctte papers measure more than 6%
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 paper.

thou-



(68A Stat. 007, 72 Stat. 1414; 26 U.S.C, 7652,
5701)

§275.35 Cigarette tubes.

On cigarette tubes imported or
brought into the United States, the law
imposes an internal revenue tax of 1
cent for each 50 tubes or fractional part
thereof; except that where cigarette
tubes measure more than 6% 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.

(68A Stat. 907, 72 Stat. 1414; 26 U.S.C. 7852,

5701)

TaX CLASSIFICATION OF LARGE CIGARS AND
OF CIGARETTES

§ 275.37 Lurge cigars.

Large clgars are divided into seven
classes, for internal revenue tax purposes,
corresponding with the rates of tax im-
posed by section 5701(b) (2), LR.C., and
based on the retall price intended
by the importer for such cigars. The
classes are designated, from the lowest
to the highest rate of tax, as Class A,
Class B, Class C, Class D, Class E, Class
¥, and Class G, respectively. In ¢stab-
lishing the retail price, for tax purposes,
regard shall be had o the ordinary retail
price of a single cigar in its principal
market, exclusive of any State or local
taxes Imposed on cigars as a commodity.
‘Where there is more than one price for
the same cigar in its principal market,
the tax to be paid shall be determined,
at the time of removal, according to the
price at which the majority are sold
therein. Subsequent retail sale at a
price in excess of the maximum for the
class at which taxpaid will not, in itself,
cause the importer to incur any addi-
tional tax liability.

(73 Stat. 1414; 26 U.S.C. 5701)
§ 275.38 Cigareutes.

For internal revenue tax purposes,
small cigarettes are designated Class A
and large cigarettes are designated
Class B.

(72 Stat. 1414; 26 U.S.C. 6701)
LIABILITY FOR AND PAYMENT OF TAXES
§ 275,40 Persons liable for tax.

The importer of tobacco materials, to-
bacco products, and cigarette papers and
tubes, shall be linble for the internal
revenue taxes imposed thereon by section
5701 or 7652, LR.C.: Provided, That
when tobacco products or clgarette
papers or tubes are released in bond from
customs custody for transfer to the
bonded premises of a manufacturer of
tobacco products or of a manufacturer
of cigarette papers and tubes, the trans«
feree shall become liable for the internal
revenue tax on such articles upon release
from customs custody and the importer
shall thereupon be relieved of his lia-
bility for such tax.

(GBA Stat. 907, T2 Stat. 1417; 26 U.8.C. 7652,
5703)

§ 275,41 Determimation of
method of payment.

Tobacco materials, tobacco products,
and cigarette papers and tubes, imported

tax and

or brought into the United States, on
which internal revenue taxes are due and
payable, shall not be released from cus-
toms custody until such taxes have been
determined and paid., The taxes on such
articles which are determined to be due
shall be paid on the basis of a return in
accordance with the provisions of this
part,

(68A Stat. 807, 72 Stat. 1417; 26 U.S.C. 7652,
5708)

ExemMprIONS FROM TAXES

§ 275,45 Tobacco products and ciga-
rette papers and tubes imported by
consular officers and employees of
forcign states.

No internal revenue tax shall be im-
posed with respect to tobacco products
and cigarette papers and tubes imported
by a consular officer of a forelgn state,
or by an employee of a consulate of a
foreign state, whether such articles ac-
company the officer or employee to his
post In the United States, or are im-
ported by him at any time during the
exercise of his functions therein, if:

(a) Such officer or employee Is a na-
tional of the state appointing him and
is not engaged in any profession, busi-
ness, or trade within the territory speci-
fled in this section;

(b) The tobacco products and ciga-
rette papers and tubes are imported by
the officer or employee for his personal
or official use; and

(¢) The foreign state grants an equiv-
alent exemption to corresponding offi-
cers or employees of the Government
of the United States stationed in such
foreign state, as ccrtified by the Secre-
tary of State.

(6BA Stat. 900 ; 26 U.S.C. 7611)

§ 27546 Samples of cigars and ciga-
rettes.

Samples of cigars and cigarettes, to be -

used in the United States by persons im-
porting tcbacco products in commercial
quantities, are, subject to the limitations
in this section, exempt from payment of
any internal revenue tax imposed on, or
by reason of, importation. This exemp-
tion applies only to samples to be used
for soliciting orders for products of for-
eilgn countries. Only one sample of
cigars and cigarettes of the same brand,
blend, size, shape, and weight, and
having the same kind of wrapper, filter,
mouthpiece, etc., shall be so admitted
during any calendar quarter for the use
of each such person. No such sample
shall contain more than 3 cigars or 3
cigarettes.

(71 Stat, 486; 10 U.S.C. 1201)

§ 275,47 Samples of manufactured to-
bacco.

Samples of manufactured tobacco, to
be used In the United States by persons
Importing tobacco products in commer-
cial quantities, are, subject to the limita-
tions In this section, exempt from pay-
ment of any internal revenue tax
imposed on, or by reason of, importation.
This exemption applies only to samples
to be used for soliciting orders for prod-
ucts of foreign countries. Only one
sample of manufactured tobacco of the
same kind, brand, blend, form, flavor,
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cut, grind, etc., shall be so admitted
during any calendar quarter for the use
of each such person. NO such sample
shall contain more than one-eighth of
an ounce of manufactured tobacco.

(71 Stat. 486; 19 U.8.C. 1201)
§275.48 Samples of cigaretic tuhes.

Samples of cigarette tubes, to be used
in the United States by persons import-
ing cigarette papers or tubes in commer-
cial quantities, are, subject to the limita-
tions in this section, exempt from
payment of any internal revenue tax im-
posed on, or by reason of, importation,
This exemption applies only to samples
to be used for soliciting orders. for ciga-
rette tubes manufactured in foreign
countries. Only one sample of cigarette
tubes of the same brand, size, shape,
color, weight, and burning characteris-
tics, and having the same kind of tip,
filter, mouthpiece, etc., shall be so ad-
mitted during any calendar quarter for
the use of each such person. No such
sample shall contain more than 3 ciga-
rette tubes.

(71 Stat. 486; 19 U.5.C. 1201)

§ 275.49 Tobaceo products and ciga-
rette papers and tubes for exhibition
at trade fuirs.

Tobacco products and cigarette papers
and tubes may be imported into the
United States, without payment of in-
ternal revenue tax, for the purpose of
exhibition at a trade fair, exhibition, or
exposition pursuant to the Trade Fair
Act of 1959 (73 Stat. 18; 19 U.S.C. 1751,
in accordance with Customs Regulations,
19 CFR Part 32. Such tobacco products
and cigarette papers and tubes imported
into the United States must be disposed
of in accordance with 19 CFR Part 32.
However, if such products are sold or
otherwise disposed of for consumption
within, or removed from, the area of
such fairs pursuant to 19 U.8.C. 1753(¢a>,
and regulations thereunder, they shall
be in packages which bear the notice and
shall be taxpald, in accordance with the
applicable provisions of this part, prior
to release from customs custody.

§ 275.50 Other exemptions,

Customs Regulations, 19 CFR, Chapter
1, provide for certain other exemptions
from internal revenue taxes with respect
to tobacco products and cigarette papers
and tubes imported into the United
States.

ASSESSMENT OF TAXES
§ 275.60 Asscssment.

‘Whenever ahy person required by law
to pay internal revenue tax on tobacco
materials, tobacco products, or cigarette
papers or tubes, fails to pay such tax, the
tax shall be ascertained and assessed
against such person, subject to the limi-
tations prescribed in section 6501, I.R.C.
The tax so assessed shall be in addition
to the penalties imposed by law for fail-
urc to pay such tax when required. Ex-
cept 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 as-
sessment shall be made until and after
notice has been afforded such person to



show cause against assessment. The
person will be allowed 45 days from the
date of such notice to show cause, in
writing, against such assessment,

(72 Stat. 1417; 26 U.S.C. b703)
CusTOMS’ COLLECTION OF TAXES

§ 275.62 Customs’ collection of internal
revenue laxes on tobacco materials,
tobacco products, and cigarette
pupers and tubes, imported or
brought into the United States.

Internal revenue taxes on tobacco ma-
terials, tobacco products, and clgarette
papers and tubes, imported or brought
into the United Statcs, which are to be
paid to a collector of customs, in accord-
ance with this part, shall be collected,
accounted for, and deposited as internal
revenue collections by the collector of
customs, in accordance with customs
procedures and regulations: Provided,
That, the collector of customs shall de-
posit the taxes collected on tobacco prod-
ucts and clgarette papers and tubes
brought into the United States from
Puerto Rico or the Virgin Islands in the
internal revenue account designated for
the deposit of taxes collected on articles
of Puerto Rican manufacture, or the
deposit of taxes collected on articles
coming from the Virgin Islands, as the
case may be.

Subpart E—Packages
§ 275.71

All tobacco products and clgarette
papers and tubes, except as provided in
§ 275.75, shall, before removal subject to
internal revenue tax, be put up In pack-
ages which shall be of such construction
as will securely contaln the articles
therein and maintain the notice thereon
as required by this subpart. No package
of tobacco products or cigarette papers
or tubes shall have contained in, at-
tached to, or stamped, marked, written,
or printed thereon (a) any certificate,
coupon, or other device purporting to be
or to represent a ticket, chance, share,
or an interest in, or decpendent on, the
event of a lottery, (b} any indecent or
immoral picture, print, or representation,
or (¢) any statement or indication that
United States tax has been pald.

(72 Stat. 1422; 26 U.S.C. 6723)

Puckage.

§ 275.72 Notice for manufactured to-
bhacco.

Every package of manufactured to-
bacco, except as provided in § 275.75,
shall, before removal subject to internal
revenue tax, have adequately imprinted
thereon, or on a label securely affixed
thereto, the designation “manufactured
tobacco,” ““tobacco,” or “snuff,” and the
quantity, by weight, of such product con-
tained therein.

(72 Stat. 1422; 28 UK C. 5723)
§275.73 Notice for cigars.

Every package of cigars, except as pro-
vided in § 275.75, shall, before removal
subject to internal revenue tax, have
adequately imprinted thereon, or on a
label securely affixed thereto, the desig-
nation ‘‘cigars”, the quantity of such

product contained therein, and the clas-
sification of the product for tax pur-
poses, i.e., for small cigars, either “small”
or “little”, and for large cigars, the ap-
propriate following class designation
corresponding with the rate of tax im-
posed by section 5701(b) (2), I.R.C.:

(a) “A, The ordinary retall price of
the cigars herein contained is intended
by the importer to be not more than 2%
cents each”; '

(b) “B. The ordinary retail price of
the clgars herein contained is Intended
by the importer to be more than 2%
cents each and not more than 4 cents
each”;

(¢) “C. The ordinary retall price of
the cigars herein contained is intended
by the importer to be more than 4 cents
each and not more than 6 cents each’;

(d) D, The ordinary retall price of
the clgars herein contained is intended
by the importer to be more than 6 cents
each and not more than 8 cents each”;

(e) “E. The ordinary retail price of
the cigars herein contained is intended
by the importer to be more than 8 cents
each and not more than 15 cents each”;

(f) “F. The ordinary rctail price of
the clgars herein contained is intended
by the importer to be more than 15 cents
each and not more than 20 cents each’’;
or

() “G. The ordinary retail price of
the cigars herein contained is Intended by
thelimporter to be more than 20 cents
each.”

(72 Stat. 1422; 26 U.S.C. 5723)
§ 275,74 Notice for cigarcties.

Evcry package of cigarettes, except as
provided In § 275.75, shall, before re-
moval subject to internal revenue tax,
have adcquately imprinted thereon, or
on a label securely affixed thereto, the
designation “cigarettes”, the quantity
of such product contained therein; and
the classification for tax purposes, ie.,
for small cigarettes either *“small” or
“‘Class A", and for large cigarettes, either
“large” or “Class B".

(72 Stat. 1422; 26 U.8.0.5723)

§ 275.75 Exemptions.

The provisions of this subpart requir-
ing that tobacco products and cigarette
papers and tubes be put up in packages
and that proper notice be placed on such
packages shall not apply to imported
tobacco products and cigarette papers
and tubes authorized to be released from
customs custody, without payment of in-
ternal revenue tax, pursuant to §§ 275.45,
275.46, 275.47, 275.48, and 275.50, and
shall not apply to tobacco products Im-
ported in passengers’ baggage, or by mail
where the value does not exceed $250,
where such products are solely for the
personal consumption of the importcr or
for disposition as his bona fide gift.

(72 8tat. 1422; 26 U.S.C. 5723)

Subpart F—Tobacco Materials, To-
bacco Products, and Cigarette
Papers and Tubes, Imported or
Brought Inte the United States

§ 275.81 Taxpayment.

Except as otherwise provided in this
part, any internal revenue tax payable
on tobacco materials, tobacco products,
and cigarette papers and tubes, imported
or brought into the United States from
a forelgn country, Puerto Rico, the Vir-
gin Islands, or a possession of the United
States, shall be determined and paid to
the collector of customs before removal
on the basis of a return made on the
customs form by which release from
customs custody is to be effected. There
shall be set forth on such customs form
at the time of cntry for consumption or
for warehousing and at the time of with-
drawal from warehouse for consumption,
in addition to any information required
for customs purposes, the quantity, kind,
and (if applicable) class, of tobacco
products, or the number of books or sets
of cigarette papers of each different
numerical content, or the number of
cigarette tubes, to be removed on pay-
ment of tax, the applicable rate of tax,
and the amount of tax due, substantially
in the form as shown in the example
below:

Quantity Article ond tax class Rate of tax Arnount
Small elgnrs. ... . . il $0,75 per thousand ____ $15.00
| Large clgars- Class D, ___ _| &7 per thousand._______ 35.00
-| Large cigars —Class ¥ $10 per thonsand...... 10. 00
Large cipars—Class G -| %20 per thousand. ... _ 10.00
Small cigarettes.__. . ~.| %4 per thonsand . _ 40.00
Lnrge cignrettes.... _| $8.40 per thousand . ___ 42.00
Cignrette papers-—b0 each set.__ .| $0.005 per set - 10. 00
Clearetts papers—100 each set_. J| $0.01 perset. .. __.... 10. 00
_| Cigarettetubes ____ . ... _.| 80.01 per 50 tnbes. . _ )
| Manufactured tobneen tineluding smoking and chew- | $0.10 per pnund - 50, 00

ing tobneeo, and snuff),

500 pounds. __________ Tobmeeo materInls .. ..o .. JR Y s [+ R 50.00
Total e e e e e 20220

An extra copy of the customs form shall
be prepared by the importer, marked
“For internal revenue purposes”, and
flled with the collector of customs who
will transmit it to the assistant regional
commissioner of the region wherein the
customs collection headquarters is lo-
cated. (For provisions relating to the
prepayment or deferred payment of in-
ternal revenue tax in Puerto Rico on
tobacco products and cigarette papers
and tubes brought into the United States,
see Subpart G of this part.)
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(68A Stat. 807, 72 Stat. 1417; 26 U.S.C, 7652,

5703)

RELEASE OF ToDnACCo PRODUCTS AND CIGA-
RETTE PAPERS AND TUBES FrROM CUSTOMS
Custony, WITHOUT PAYMENT OF TaAx

§ 275.85 Release from customs c-uslody
authorized.

Tobacco products manufactured in a
foreign country, the Virgin Islands, or
a possession of the United States may be
released by the collector of customs from



customs custody, without payment of
internal revenue tax, for transfer to the
factory of a manufacturer of tobacco
products under the bond of such manu-
facturer. Cigarette papers and tubes
manufactured in a foreign country, the
Virgin Islands. or a possession of the
United States may be released by the col-
lector of customs from customs custody,
without payment of internal revenue tax,
for transfer, under the bond of the man-
ufacturer to whom such articles are
rcleased, to the factory of (a) a manu-
facturer o? cigarette papers and tubes;
or (b) a manufacturer of tobacco prod-
ucts solely for use in the manufacture of
cigarettes; or (¢) in the case of cigarette
papers only, a manufacturer of tobacco
products to be put up by him in units of
not more than 25 papers each for distri-
bution with packages of manufactured
tobacco. Releases under this section
shall be in accordance with § 275.86:
Provided, however, That a manufacturer
of tobacco products or a manufacturer
of cigarette papers and tubes who desires
to obtain the release of Virgin Islands
tobacco products or cigarcttc papers or
tubes from customs custody, wilthout
payment of internal revenue tax, under
his bond, shall, in addition, file an ex-
tension of coverage of his bond on Form
2105 in the same manner and form as
preseribed for Puerto Rican articles in
§ 275,136, Articles reccived into the
factory of a manufacturer under the
provisions of this section are subjcet to
the provisions of Part 270 and Part 285
of this chapter. (For provisions relating
to release of Puerto Rican tobacco prod-
ucts and cigarctte papers and tubes from
customns custody, without payment of
internal revenuc tax, see Subpart G of
this part.)

(72 Stat. 1418; 26 U.S.C. 5704)
§275.80 Procedure for relcase.

Every manufacturer of tobacco prod-
ucts and cigarette papers and tubes who
desires to obtain the release of tobacco
products and cigarctte papers and tubes
from customs custody, without payment
of internal revenue tax, under his bond,
as provided in § 275.85, shall prepare a
notice of release, Form 2145, in tripli-
cate, and file the three copies of the
form with the assistant regional com-
missioner for the region wherein the
manufaclurer is located. The assistant
regional commissioner will not certify
Form 2145 covering the release of to-
bacco products and cigarette papers and
tubes unless the manufacturer is author-
ized, under Parts 270 and 285 of this
chapter, to receive, without payment of
tax, the kinds of articles set forth in the
form. After certification by the assist-
ant regional commissioner, all copies
shall be presented by the manufacturer
to the collector of customs having cus-
tody of the tobacco products and ciga-
relte papers and tubes prior to rclease
thercof. 'The collector of customs may
release such articles upon completion of
the nolice of release and, after release,
he will retain one copyoi the form,{trans-
mit onec copy to the assistant regional
commissioner shown thereon, and return
one copy to the manufacturcr, which
shall be retained by the manufacturer,

(72 Stat. 1418, 1423; 26 U.S.C. b704, 5741)

RELEASE OF TOBACCO MATERIALS FrOmM
CusTtomMs CusTODY, WITHOUT PAYMENT
OF TAX

§ 275.90 Release from customs custody
authorized.

The collector of customs may release
tobacco materials grown in a foreign
country, the Virgin Islands, or a posses-
sion of the United States, from customs
custody, without payment of internal
revenue tax, for delivery to a dealer in
tobacco materials or to a manufacturer
of tobacco products, under the bond of
such dealer or manufacturer, Such re-
lease shall be in accordance with § 27591,
(For provisions relating to rclease of
Puerto Rican tobacco materials from
customs custody, without payment of
internal revenue tax, see Subpart G of
this part.)

(72 Stat. 1418; 26 U.S.C. 6704)
§275.91

Every dealer in tobacco materials who
desires to obtain the release of tobacco
malerials from customs custody, without
payment of internal revenue tax, under
his hond, as provided in § 275.90, shall
certify on the customs form by which
release from customs custody is to be
effected that he is a properly bonded
dealer in Lobacco materials, under Part
280 of this chapter, giving the inlcrnal
revenue number assigned to his estab-
lishment, and that he is authorized, by
seclion 5704(d), IL.R.C., to receive tobacco
matcrinls without payment of internal
revenue tax. Similarly, every manu-
facturer of tobacco products shall certify
onn the customs form by which release
from customs custody is to be effected
that he holds an internal revenue permit
as a manufacturer of tobacco products,
under Parl 270 of this chapter, giving
such permit number, and that he is au-
thorized, by section 5704(d), LR.C., to
receive tobacco maltlerials withoul pay-
ment of internal revenue tax. Upon re-
lease of the tobacco materials, the collec-
tor of customs will return one copy of
the customs release form to the dealer
or manufacturer, as the case may be,
which shall be retained by such dealer or
manufacturer.

(72 Stat. 1418, 1423; 28 U.S.C. 5704, 5741)

Procedure for rclease.

Subpart G—Puerto Rican Tobacco
Materials, Tobacco Products, and

Cigarette Papers and Tubes,
Brought Into the United States
§ 275.101 General.

Tobacco products and cigarette papers
and tubes manufactured in Puerto Rico
which are brought into the United States
and withdrawn for consumption or sale
are subject to the tax imposed by section
7652(a), I.LR.C., at the rates set forth in
section 5701, I.R.C. All United States
internal revenue taxes collected on such
tobacco products and cigarctte papers
and tubes are, pursuant to section
7652(a) (3), IR.C.,, covercd into the
Treasury of Puerte Rico. This intcrnal
revenue tax on tobacco products and
cigarctte papers and tubes of Pucrto
Rican manufacture may he prepaid in
Puerto Rico prior Lo shipment of such
articles to the United States in accord-
ance wilh § 275.105, or in the case of
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tobacco products such tax may be paid
in Puerto Rico on the basis of a semi-
monthly return in accordance with the
applicable provisions of this subpart.
Tobacco products may also be shipped
to the United States and released from
customs custody, without payment of in-
ternal revenue tax, for transfer to the
factory of a manufacturer of tobacco
products under the bond of such manu-
facturer in accordance with § 275.135;
and cigarette papers and tubes may be
similarly shipped and released from cus-
toms custody for transfer to the factory
of (a) a manufacturer of cigarette
papers and tubes, or (b) a manufacturer
of tobacco products solcly for usc in the
manufacture of cigarettes, or (¢) in the
case of cigarette papers only, a manufac-
turcr of tobacco products to be put up by
him in units of not more than 25 papers
cach for distribution with packages of
manufactured tobacco under the bond
of the manufacturer to whom such ar-
ticles are released, in accordance with
§ 275.135. Tobacco products and ciga-
rette papers and tubes of Puerto Rican
manufacture on which the internal
revenue tax has not been paid or com-
puted in Fuerto Rico and which are not
to be released from customs custody,
without payment of internal revcnue
tax, under bond, shall not be withdrawn
from customs custody until internal
revenue tax thereon has been paid in
accordance with § 275.81. Tobacco ma-
terials brought in from Puerto Rico may
be released from customs custody, with-
out payment of internal revenue tax,
for delivery to a dealer in tobacco ma-
terials or to a manufacturer of tobacco
products under the bond of such dealer
or manufacturer in accordance with
§ 275.145.

(68A Stat. 907, 72 Stat. 1417, 1418; 26 U.S.C.
7652, 5703, 5704)

PREPAYMENT OF Tax IN PuERTO RICO ON
Toeacco PropucTS AND CIGARETTE Pa-
PERS AND TUEES

§275.105

To prepay, in Puerto Rico, the internal
revenue tax impoesed by section T652(a),
I.R.C., on tobacco products and cigarette
papers and tubes of Puerto Rican manu-
facture which are {o be shipped to the
United States, the shipper shall file, or
cause to be filed, with the Officer-in-
Charge, a lax return, Form 3073, in trip-
licate, with full remittance of tax which
will become due on such tobacco prod-
ucts or cigarette papers or tubes. The
Officer-in-Charge will present a re-
ceipted copy of the return to the person
filing the return and paying the tax, re-
tain one copy. and forward the remain-
ing copy to the Assistant Rcgional Com-
missioner, Aleohol and Tobacco Tax,
New “York, New York. The person who
filed the return and prepaid the tax
shall present the receipted copy of the
return to the internal revenue officer as-
sicned by the Supervisor-in-Charge, Al-
cohol and Tobacco Tax, Puerto Rico, to
inspeet the Lobacco products or cigarette
papers or tubes to be shipped to the
United States. Such officer will endorse
the receipted copy of the return Lo show
release of the tobacco products or cig-
arette papers or tubes, or, if less than the
quantily of tobacco products or cigarctte

Prepayment of tax.



papers or tubes covered by the return is
released, to show the quantity, kind, and
(if applicable) class, of tobacco products,
or the number of books or sets of cig-
arette papers of each different numerical
content, or the number of cigarette
tubes, in fact released and will relturn
such copy to the taxpayer.

(68A Stat. 907, T2 Stat. 1417, 26 US.C. 7652,
5703)

§ 275.106 Inspection of shipment and
certificution of prepayment by in-
ternal rcvenue officer.

The internal revenue officer, assigned
to inspect Puerto Rican tobacco products
and cigarette papers and tubes to bc
shipped to the Unlted States in accord-
ance with § 275.105, will prepare, for
each shipping container, a statement on
Form 3074 that the tax has been prepaid,
and show the name and address of the
shipper, date of prepayment, and the
guantity, kind, and (if applicable) class,
of tobacco products, or the number of
books or sets of clgarette papers of cach
diffcrent numerical content, or the num-
ber of cigarelte tubes. The shipper shall
aflix the completed Form 3074 to the out-
side of each shipping container in which
the articles are packed. Such statement,
Form 3074, shall be affixed to the outer
container used in the shipment of freight
in bulk (crate, packing box, van, trailer,
etc.) and not on the individual cartons,
cases, etc., included in such outer con-
tainer. In addition, such officer will pre-
pare Form 3075, in quintuplicate, iden-
tifying the tobacco products and ciga-
rette papers and tubes released in each
shipment and certifying that the tax
has been prepaid thereon, and will (a)
prescnt one copy to the taxpayer for
attachment to the bill of lading to ac-
company the shipment (in custody of the
carrier) for presentation to the collector
of customs at thc port of entry; (b)
promptly mail two coples to the collec-
tor of customs at the port of entry; (c)
mail onc copy to the assistant regional
commissioner of the region wherein the
customs collection headquarters is lo-
cated; and (d) retain the remaining
copy. Noncommercial mail shipments of
tobacco products and cigarette papers
and tubes to the United States are ex-
empt from the provisions of this sce-
tion, except that the internal revenue
officer in Puerto Rico receiving a pay-
ment of internal revenue tax on mail
shipments of such articles will prepare a
certificate to be affixed to the container
stating that the United States internal
revenue tax has been prepaid on the
articles contained therein.

§ 275.107 Procedurc at port of entry.

The collector of eustoms at the port of
entry will inspect the shipment to de-
termine whether the quantity specified
on the Form 3075 is contalned in the
shipment. He will then execute his cer-
tificate on the three copies of the Form
3075, in his possession, and indicate on
each copy anhy exceptions found at the
time of release. The statement of ex-
ceptions shall identify each shipping
container which sustained a loss, the to-
bacco products or cigarette papers or
tubes reported shipped in such contain-
er, and the tobacco products or cigarette

papers or tubes lost from such container.
Losses occurring as the result of missing
packages, cases, or shipping containers
shall be listed separately from losses
caused by damage. Where the statement
is made.on the basis of tobacco products
or cigarette papers or tubes missing or
damaged, the quantity, kind, and (if ap-
plicable) class, of tobacco products, or
the number of books or sets of cigarette
papers of each different numerical con-
tent, or the number of cigarette tubes
shall be shown. If the collector of cus-
toms finds that the full amount of the
tax has not been prepaid, he will require
the difference due to be paid to him prior
to release of the tobacco products or cig-
arette papers or tubes. When the inspec-
tion of the shipment has been effected,
and any additional tax found to be due
has been palid to the collector of customs,
the shipment may be released.

§ 275.108 Disposition of forms by col-
lector of customs.

One copy of the Form 3075 will be
forwarded to the Assistant Regional
Commissioner, Alcohol and Tobacco Tax,
New York, New York, one copy will be
furnished the consignee, and one copy
of this form will be retained by the col-
lector of customs.

DereErred PAYMENT OF Tax IN PUERTO
Rico oN Togacco PrRopucTs

§ 275.109 Bond required for deferred
taxpayment.
Where a manufacturer ol tobacco

products in Puerto Rico desires to defer
payment in Puerto Rico of the internal
revenue tax imposed by section 7652(a),
ILR.C., on tobacco products of Puerto
Rican manufacture coming into the
United States, he shall flle a bond, Form
2986, with the Officer-in-Charge, in ac-
cordance with the provisions of this sub-
part. Such bond shall be conditioned on
the payment, at the time and in the
manner prescribed in this subpart, of the
full amount of tax computed under the
provisions of this subpart with respect to
tobacco products which are released for
shipment to the United States on compu-
tation of tax. All taxes which are com-
puted under the provisions of this sub-
part shall be chargeable against the
bond, until such taxes are pald, as pro-
vided in § 275,112, The bond shall show
the location of the factory from which
the tobacco products to which it relates
arc to be shipped.

§275.110 Computation of tax and exe-
cution of agreement to pay tax.

Where tobacco products are to be
shipped to the United States on compu-
tation of internal revenue tax in Puerto
Rico (involving deferred tax payment),
the bonded manufacturer shall calculate
the tax and shall prepare Form 2987, in
septuplicate, shall enter on such form
under the penalties of perjury the kind,
quantity, and (if applicable) class, of the
tobacco products to be shipped to the
United States, the amount of the tax to
be paid on such products under the pro-
visions of this subpart, and the name and
address of the consignee in the United
States to whom such products are being
shipped, and shall date and execute the
agreement to pay the amount of tax
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which shall be computed on such prod-
ucts covered by the Form 2987. The
Form 2987 shall be serially numbered by
the bonded manufacturer beginning with
the number “1” on January 1 of each
vear. The bonded manufacturer shall
then request the Supervisor-in-Charge,
Alcohol and Tobacco Tax, Puerto Rico, to
assign an internal revenue officer to in-
spect the tobacco products, verify the
tax calculation with respect to such
products, and release such products for
shipment in accordance with §275.111.
The bonded manufacturer shall present
all copies of the prepared Form 2987 to
the internal revenue officer assigned.
The date of certification of Form 2987
by the internal revenue officer shall be
treated as the date of computation of tax.
Tobacco products may be rcleased for
shipment to the United States in accord-
ance with the provisions of this section
only after computation of tax.

§ 275.111 Inspeetion of shipment and
certificntion by internal revenue of-
ficer.

On receipt of the original and six
copies of Lthe Form 2987 completed and
executed by the bonded manufacturer in
accordance with § 275.110, an internal
revenue officer will inspect the tobacco
products covered by the form, verify the
tax calculation made with respect Lo
such products, date and execute the
certification on such form. and release
the tobacco products for shipment. to the
United States. Such officer will then
promptly distribute the certifled Form
2987 by (a) malling the original to the
Officer-in-Charge; (b) maliling two
copies to the collector of customs at the
port of entry; (¢) mailing one copy to
the assistant regional commissioner of
the region wherein the customs collec-
tion headquarters is located; (d) return-
ing two copies to the bonded manu-
facturer who will attach one copy to the
bill of lading to accompany the shipment
(in custody of the carrier) for presenta-
tion to the collector of customs at the
port of entry; and (e) submilting one
copy to the Supervisor-in-Charge, Alco-
hol and Tobacco Tax, Puerto Rico. Such
oflicer will also prepare, for each ship-
ping contalner, a statement on Form
2989 that the tax on the tobacco products
to be shipped to the United States has
been computed and show the name and
address of the bonded manufacturer,
date of tax computation, and the quan-
tity, kind, and (if applicable) class, of
tobacco products. The bonded manu-
facturer shall affix the completed Form
2989 to the outside of each shipping con-
tainer in which the products are packed.
Such statement, Form 2989, shall be af-
fixed to the outer container used in the
shipment of freight in bulk (crate, pack-
ing box, van, trailer, etc.) and not on
the individual cartons, cases, etc., in-
cluded in such outer container.

§ 275.112 Tax return.

The internal revenue taxes imposed by
section 7652(a), IL.R.C., with respect to
tobacco products manufactured in
Puerto Rico and shipped to the United
States on computation of tax under the
provisions of this subpart shall be paid
on the basis of & semimonthly tax return,



The bonded manufacturer of such prod-
ucts ‘shall file with the Officer-in-
Charge a semimonthly tax return, Form
2988, in triplicate, for each and every re-
turn period. The bonded manufacturer
shall show on the return the serial num-
bers of all Forms 2987 certified during
the return period, the kind, quantity, and
(f applicable) class, of tobacco products
upon which the tax has been computed
during the semimonthly return period,
and the tax due thereon, and shall exe-
cute the return, Form 2988, under the
penalties of perjury. He shall file a re-
turn for each return period at the time
specified in §275.113, regardless of
whether tax is due for that return
period: Frovided, Thal where the As-
sistant Regional Commissioner, Alcohol
and Tobacco Tax, New York, New York,
grants specific authorization, the bonded
manufacturer need not flle a tax return
during the term of such authorization
for any period in which tax liablllty was
not incurred under the provisions of this
subpart.

§ 275.113

The periods to be covered in the semi-
monthly tax returns shall be from the
1st day through the 15th day of each
month, and from the 16th day through
the last day of each month.

§275.114 Time of filing.

Every semimonthly tax return under
this subpart shall be filed by the bonded
manufacturer not later than the third
business duy succeeding the last calendar
day of the return period: Provided, That
where the return and remittance are de-
llvered by Unitcd States mail to the
Officer-in-Charge, the date in the official
postmark of the United States Post Office
stamped on the cover in which the return
and remittance were malled shall be
deemed to be the date of delivery. The
Officer-in-Charge will transmit a re-
ceipted copy of the semimonthly tax re-
turn to the bonded manufacturer who
filed the return and pald the tax, retain
one copy, and forward one copy to the
Assistant Reglonal Commissioner, Alco-
hol and Tobacco Tax, New York, New
York. As used In this section, the term
“business day”’ shall mean any day other
than Saturday, Sunday, or a legal holi-

Keturn periods,

day in the Commonwesalth of Pucrto
Rico.
§275.115 Remittance with return,

‘Remittance for the full amount of in-
ternal revenue tax computed during the
return period shall accompany the re-
turn. Such remittance may be in any
form the Officer-in-Charge is author=
ized to accept under the provisions of
§ 301.6311-1 of this chapter (Procedure
and Administration—Payment by check
or money order) and which is acceptable
to that officer. In paying the tax, a
fractional part of a cent shall be disre-
garded unless it amounts to one-half
cent or more, in which case 1t shall be
increased to one cent.

(68A Stat. T78; 26 U.S.C. 6313)
§ 275.116 Default.

Where a check or money order ten-
dered with a semimonthly return for

payment of internal revenue tax under
the provisions of this subpart is not paid
on presentment, where a bonded manu-
facturer fails to remit with the semi-
monthly return the full amount of tax
due thereunder, or where a bonded man-
ufacturer is otherwise in default in pay-
ment of tax under the provisions of this
subpart, he shall not ship tobacco prod-
ucts to the United States on computa-
tion of tax, until the Officer-in-Charge
finds that the revenue will not be jeop-
ardized by deferred payment of tax
under the provisions of this subpart.

8§ 275.117 Procedure at port of entry.

The collector of customs at the port of
entry will Inspect the shipment to de-
termine whether the quantity specified
on the Form 2087 is contained in the
shipment. He will then execute his cer-
tlficate on the three coples of the Form
2987, in his possession, and indlcate on
each copy any exceptions found at the
time of release. The stalcment of ex-
ceptions shall identify cach shipping
container which sustained a loss, the to-
bacco products reported shipped in such
container, and the tobacco products lost
from such container. Losses occurring
as the resull of missing packages, cases,
or shipping containers shall be listed
separately from losscs caused by dam-
age. Where the statement is made on
the basis of tobacco products missing or
damaged, the quantity, kind, and «if ap-
plicable) class, of tobaeco producls shall
be shown. If the collector of customs
finds that the full amount of tax due
has not bheen computed, he will require
the difference due to be paid to him prior
to relcase of the tobacco products. When
the inspection of the shipment has been
cffected, and any additional tax found
to be due has been paid to the collector
of customs, the shipment may be
released.

§ 275.118 Disposition of forms by col-
lector of customs.

One copy of the Form 2987 will be for-
warded to the Assistant Regional Com-
missioner, Alcohol and Tobacco Tax,
New York, New York, one copy will be
furnished the consignee, and one copy
of this form will be retained by the col-
lector of customs, )

§ 275.119 Corporate surety.

Surety bonds, required under the pro-
visions of this subpart, may be given
only with corporate suretles holding
certificates of authorlly from the Seere-
tary of the Treasury of the United States
as gcceptable sureties on Federal bonds.
Power of attorney and other evidence of
appointment of agents and officers to
execlte bonds on behalf of such corpo-
rate sureties shall be filed with, and
passcd upon by, the Surety Bonds
Branch, Division of Deposits and In-
vestments, Bureau of Accounts, Treasury
Department. Limitations concerning
corporate sureties arc prescribed by the
Secretary in Treasury Department Cir-
cular No. 570, as revised, The surety
shall have no interest whatever in the
business covered by the bond.

(61 Stat. 648; 6 U.S.C. 8)
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§ 275.120 Deposit of securities in licu
of corporate surety.

In lieu of corporate surety, the manu-
facturer of tobacco products in Puerto
Rico may pledge and deposit, as security
for his bond, securities which are trans-
ferable and are guaranteed both as to
interest and as to principal by the
United States, in saccordance with the
provisions of 31 CFR Part 225.

(61 Stat. 850; 6 U.5.C. 15)
§ 275.121

In order that tobacco products may be
shipped to the United States on com-
putation of tax under the provisions of
this subpart, the total amount of the
hond or bonds shall at all times be in an
amount not less than the amount of
unpaid tax chargeablc at any one time
against the bond: Provided, That the
amount of any such bond (or the total
amount including strengthening bonds,
if any) need not exceed $250,000 where
payment of tax on cigarettes is deferred;
need not exceed $150,000 where payment
of tax on cigars is deferred; and need
not exceed $25,000 where payment of
tax on manufactured tobacco is deferred:
And Provided Further, That, where pay-
ment of tax is deferred with respect to
more than one kind of tobacco product,
the bond need not exceed the amount of
the largest maximum bond prescribed
with respect to any of thc kinds of to-
bacco products on whilch payment is
deferred. The amount of bond shall in
no case be Jess than $1,000, Where the
amount of a bonded manufacturer’s bond
is less than the maximum prescribed, the
bondcd manufacturer shall maintain a
running account accurately reflecting all
outstanding taxes with which his bond is
chargeable. He shall charge such ac-
count with the amount of tax he agreed
to pay on Forms 2987 and shall credit the
account for the amount he paid with his
return, Form 2988, at the time he flles
such return.

§ 275.122 Sirengthening hond.

Where the amount of any bond is no
longer sufliclent under the provisions of
§ 275.121, the bonded manufacturer shall
immediately file a strengthening bond
in an appropriate amount with the same
surety as that on the bond already in
effect, unless a superseding bond is filed
pursuant to § 275.123. A strengihening
bond will not be approved where any
notation is made thercon which is
intended, or which may be construed, as
a rclease of any former bond, or as
limiting the amount of either bond to
less than its full amount.

§ 275,123 Superscding bond.

A bonded manufacturer shall iinmed-
iately file a new bond to supersede his
current bond when (a) the corporate
surcty on the current bond becomes in-
solvent, (b) the Officer-in-Charge ap-
proves a request from the surely on the
current bond to terminate his liahility
under the bond, (¢) the payment of any
liability under a bond is made by the
surety thereon, (d) the amount of the
bond is no longer sufficient under the
provisions of § 276.121 and a strengihen-
ing bond has not been filed, or (e) the

Amount of bhond.



Officer-in-Charge considers a supersed-
ing bond necessary for the protection of
the revenue.

§ 275.124 Extension of

bond.

An extension of coverage of the bond
of a bonded manufacturer shall be re-
quired in the case of any change in the
location of the factory as set forth in
the bond. Such extension of coverage of
the bond shall be manifested on Form
2105 by the bonded manufaclurer and
by the surety on the bond with the same
formality and proof of asuthority as re-
quired for the execution of the bond.

§ 275.125 Approval of bond and exten-
sion of coverage of hond.

The Officer-in-Charge is authorized to
approve all bonds and extensions of cov-
erage of bonds (except under § 275.136)
filed under this subpart. No manufac-
turer of tobacco products in Puerto Rico
shall defer taxes under this subpart until
he receives from the Officer-in-Charge
notice of approval of the bond or of an
appropriate extension of coverage of the
bond required under this subpart. Upon
receipt of the duplicate copy of an ap-
proved bond or extension of coverage of
bond from the Officer-in-Charge, such
copy of the bond or extension of coverage
of bond shall be retained by the bonded
manufacturer and shall be made avail-
able for inspection by any internal rev-
enue officer upon his regquest.

§ 275.126

Any bond given under the provisions
of this subpart may be terminated as to
future transactions, by the Officer-in-
Charge, (a) pursuant to application of
surety as provided in § 275.127; (b) on
approval of a superseding bond; (¢) on
notification by the bonded manufacturer
to the Officer-in-Charge that he has dis-
continued the deferral of taxes under
the bond; or (d) on notification by the
bonded manufacturer to the Officer-in-
Charge that he has discontinued busi-
ness. When any bond is terminated, the
Officer-in-Charge shall notify both the
bonded manufacturer and surety on such
bond, in writing, of such action.

§ 275.127 Application of surety for re-
licf from hond.

A surety on any bond given under the
provisions of this subpart may at any
time in writing notify the bonded manu-
facturer and the Officer-in-Charge that
he desires, after a date named, to be
relicved of liability under said bhond.
Such date shall be not less than 10 days
after the date the notice is received by
the Officer-in-Charge. The surety shall
also flle with the Officer-in-Charge an
acknowledgment or other proof of service
on the bonded manufacturer. If sueh
notice is not thereafter in writing with-
drawn, the rights of the bonded manu-
facturer as supported by said bond shall
be terminated on the date named in the
notice, and the surety shall be relieved
from liability to the extent set forth in
§ 275.128.

§ 275.128 Relief of surety from hond.

Where the surety on a bond given
under the provisions of this subpart has

coverage of

Termination of hond.

filed application for relief from liability,
as provided in § 275,127, the surety shall
be relieved from liability for transactions
occurring wholly subsequent to the date
specified in the notice, or the effective
date of a new bond, if one is given.

§ 275.129 Release of pledged securities.

Securities of the United States,
pledeed and deposited as provided in
§ 275.120, shall be released only in ac-
cordance with the provisions of 31 CFR
Part 225. Such securlties will not be
released by the Officer-in-Charge until
the liability under the bond for which
they were pledged has been terminated.
When the Officer-in-Charge is satisfled
that they may be released, he shall fix
the date or dates on which a part or
all of such securities may be released.
At any time prior to the release of such
securities, the Officer-in-Charge may ex-
tend the date of release for such addi-
tional length of time as he deems
necessary.

(61 Stat. 650; 6 U.B.C. 15)

RELEASE OF PUERTO RrcAN ToOBACCO PRODP~
UCTS AND CIGARETTE PAPERS AND TUBES
From CustoMs CusTtobpy, WITHOUT
PAYMENT OF TaAx

§275.135 Release from customs cus-
tody, without payment of tax.

Puerto Rican tobacco products and cig-
arette papers and tubes may not be re-
leased from customs custody, without
payment of internal revenue tax, under
the provisions of § 275.101, unless the
manufacturer in the United States has
filed an extension of coverage of his bond
in accordance with § 275.136, and obtains
the releasc of such articles as provided
in this subpart.

(72 Stat. 1418; 26 U.B.C. 5704)
§ 275.136 Extension of

hond.

Every manufacturer of tobacco prod-
ucts in the United States who desires to
obtain the release of Puerto Rican to-
bacco products and cigarette papers
and tubes from customs custody, with-
out payment of Internal revenue tax,
under his bond, and every manufacturer
of cigarette papers and tubes who desires
to obtain the release of Puerto Rican
cigarette papers and tubes from customs
custody, without payment of internal
revenue tax, under his bond, shall flle
an extension of coverage of his bond on
Form 2105 with, and receive a notice of
approval from, the assistant regional
commissioner of the region in which his
factory is locatcd. ‘This extension of
coverege shall be executed by the prin-
cipal and the surety and shall be in the
following form:

Whereas, the purpose of this extenslon is
to bind the obligors for the payment of the
tax Imposed by sectlon 7662(a), I.LR.C., on
tobacco products and/or cigarette papers and
tubes manufactured In Puerto Rico and re-
leased In the Unlted States from customs
custody without payment of tax, for dellvery
to the principal on sald bond.

Now, therefore, the sald bond is further
speclfically condltioned that the prinelpal
named thereln shall pay all taxes imposed
by sectlon 7652(a), I.R.C., (plus penalties, if
any, and Interest) for which he may become
llable with respect (o tobacto products
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coverage of

and/or cigarette papers and tubes manufac-.
tured in Puerto Rico which are released to
him in the United States from customs cus-
tody without payment of tax thereon, and
comply with all provislons of law and regu-
latlons with respect thereto.

(72 Stat. 1418; 26 U.S.C. 5704)
§ 275.137 Notice of rclease.

Every manufacturer of tobacco prod-
ucts and cigarette papers and tubes in
the United States who desires under the
provisions of this subpart to obtain the
release of Puerto Rican Lobacco products
and clgarettc papers and tubes from
customs custody, without payment of in-
ternal revenue tax, under his bond, shall
prepare a notice of release, Form 3072,
in quintuplicate, and file the five copies
of the form with the assistant regional
commissioner for the region wherein the
manufacturer Is located. The assistant
regional commissfoner will not certify
Form 3072 covering the release of tobacco
productls and cigarette papers and tubes
unless the manufacturer is authorized,
under Parts 270 and 285 of this chapter,
to receive, without payment of tax, the
kinds of articles set forth in the form.
After certification by the assistant re-
gional commissioner, the manufacturer
shall forward all five copies of the form
to the shipper in Puerto Rico. The
shipper _in Puerto Rico shall execute
Part I on all copies of the form, forward
four coples to the Supervisor-in-Charge,
Alcohol and Tobacco Tax, Puerto Rico,
and retain the remaining copy for his
records. The internal revenue officer as-
signed to inspect the tobacco products
and cigarette papers and tubes to be
shipped, after determining that the
shipment has been correctly described
in Part I, will exccute Part II on all four
copies of the form, and will (1) present
one copy to the shipper for attachment
to the bill of lading to accompany
the shipment (in custody of the carrier)
for presentation to the collector of cus-
toms at the port of entry; (b) promptly
mail two coples to the collector of cus-
toms at the port of entry in the United
Btates; and (c¢) retain the remaining
copy.

(72 Stat. 1418; 26 U.S.C. 5704)

§275.138 Action by collector of cus-
toms.

The collector of customs at the port
of entry will note in Part III, on the three
copies of the notice of release, Form
3072, in his possession, any exceptions
found, showing the numbers and marks
on each shipping container from which
a loss was sustained, the quantity of
tobacco products or cigarctte papers or
tubes reported shipped in such shipping
container, and the quantity of the arti-
cles lost. The collector of customs will
execute the Notice of Releasc on each
such copy of the form, release the ship-
ment with one copy to the consignee,
mail one copy to the assistant regional
commissioner shown on the form, and re-
tain the remaining copy for his records.

§275.139 Rccords.

Every manufacturer of tobacco prod-
ucts and cigarette papers and tubes in
the United States who receives tobacco
products and cigarette papers and tubes



of Puerto Rican manufacture, without
payment of internal revenue tax, under
his bond, shall keep a separate record
which will show the date and quantity,
kind, and (if applicable) class, of tobacco
products, and the date and number of
books or sets of cigarette papers of each
different numerical content, or the num-
ber of cigarctte tubes: (a) recelved, (b)
removed subject to tax, (¢) removed for
tax-exempt purposes, and (d) other-
wise disposed of,

(72 Stat, 1423; 26 U.8.C. §741)

§ 275.140
Sutes.

Taxpayment in the United

Fvery manufacturer of tobacco prod-
ucts in the United States who receives
FPuerto Rican tobacco products from
customs custody, without payment of in-
ternal revenue tax, under his bond, and
subsequently removes such products,
subject to tax, shall pay the tax imposed
on such products by section 7652(a)
IR.C., al the rates prescribed in section
5701, I.R.C,, on the basis of a return
under the provisions of Part 270 of this
chapter applicable to the taxpayment of
tobacco products. Similarly, every man-
ufacturer of cigarette papers and tubes
in the United Stales who receives Puerto
Rican cigarettc papers and tubes and
subsequently removes such artleles, shall
pay the tax imposed on such articles by
section 7652(a), LR.C., at the rates pre-
scribed in section 5701, LR.C., on the
basis of a return under the provisions
of Part 2856 of this chapter applicable
to taxpayment of cigarette papers and
tubes. Such lobacco products and ciga=
rette papers and tubes shall be separalely
listed and identified as articles of Puerto
Rican manufacture on the returns, Form
3071 and Form 2137, and the amount of
tax palid on such articles shall be sepa-
rately stated on such forms,

§275.141  Reports.

Ii'very manufacturer of tobacco prod-
ucts and ciparetlie papers and tubes in
the United States who receives Puerto
Rican tobacco products and cigarette
papcers and tubes from customs custody,
without payment of internal revcnuc tax,
under his bond, shall report the receipt
and disposition of such tobacco producls
and cigarelle papers and tubes on sup-
plemental monthly reports. Such sup-
plemental reports shall be made on Form
3068 or Form 2138 and shall have in-
serted thercon the heading, “Tobacco
Products of Puerto Rican Manufacture”
or “Cigarette Papers and Tubes of Puerto
Rican Manufacture”, as the case may be.
The orlginal of such supplemental report
shall be attached to thc manufacturer’s
regular monthly report when flled.

(72 Stut. 1422; 26 U.S.C. 5722)

RFELEASE OF PUERTO RICAN TOBACCO MA-
TERIALS I"'ROM CuUSTOMS CUSTODY, WITH-
OUT PAYMENT OF TAX

§ 275.145

Every dealer in lobacco materials and
manufacturer of tobacco products in the
United States who desires to bring to-
hacco materials from Puerto Rico Into
the United States, without payment of
internal revenue tax, under the pro=-
visions of § 275.101, shall have such to-

Procedure for releuse.

bacco materials consigned to him in care
of the collector of customs at the port of
entry in the United States. To obtain
release of such tobacco materials from
customs custody, without payment of
internal revenue tax, the dealer in to-
bacco materials in the United Stlates
shall certify in writlng, under the penal-
ties of perjury, to such collector of cus-
toms that he is a properly bonded dealer
in tobacco materials, under Part 280 of
this chapter, giving the internal revenue
number assigned to his establishment,
and thal he is authorized, by section
5704(), I.R.C., to recelve tobacco ma-
terials without payment of internal
revenue tax. Similarly, & manufacturer
of tobacco products in the United States
shall certify in writing, under the pen-
alties of perjury, to the collector of cus-
toms that he holds an internal revenue
permit as a manufacturer of tobacco
products under Part 270 of this chapter,
giving such permit number, and that
he is authorized, by section 5704(d),
LR.C., to receive tobacco materials with-
out payment of Internal revenue tax.
Upon release of the tobacco materials,
the collector of customs will stamp the
date of release on the certification and
return it to the dealer or manufacturer,
as the case may be, which shall be re-
talned by such dealer or manufacturer.

(72 Stat. 1418, 1423; 26 U.5.C. 5704, 5741)

Subpart H—Taxpayment of Cigars
Produced in Customs Bonded Man-
ufacturing Warehouses, Class 6

§ 275.151 Taxpayment.

A proprietor of a customs bonded
manufacturing warchouse, class 6, who
removes cigars for sale or consumption
in the United Siates shall pay the tax
on such cigars on the basis of a return
to the collector of customs in accordance
with customs procedures and regula-
tions. The tax shall be accounted for
and deposited as Internal revenue col-
lections by the collector of customs.

(72 Stat. 1417; 26 U.8.C. 6703)
§ 275.152 Packaging requircients.

Cigars removed from a customs honded
manufacturing warehouse, class 6, for
sale or consumption In the United States
shall be put in packagcs and bear the
notice for cigars, in accordance with
§§ 275.71 and 275.73,

(72 Stat. 1422; 26 U.5.C. 5723)
Subpart |—Claims
(GENERAL
§ 275.161 Abhatement of assessment.

A claim for abatement of the unpaid
portion of the assessment of any tax on
tobacco materials, tobacco products, and
clearette papers and tubes, or any
liability In respect thereof, may bc al-
lowed to the extent that such assess-
ment is excessive in amount, is assessed
after expliration of the applicable period
of limitation, or is erroncously or il-
legally assessed. Any claim under this
section shall be prepared on Form 843,
in duplicate, and ghall set forth the par-
ticulars under which the claim is filed.
The original of the claim, accompanied
by such evidence as Is nceessary to estab-
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lish to the satisfaction of the assistant
regional commissioner that the claim is
valid, shall be filled with the assistant re-
gional commissioner for the region in
which the tax or liability was assessed,
and the duplicate of the claim shall be
retained by the claimant.

(68A Btat. 792; 26 U.8.C. 6404)

§ 275.162 X.osses caused by disaster oc-
curring after Seplember 2, 1958,

Claims involving intcrnal revenue tax
paid or determined and customs duty
paid on tobacco products and cigarette
papers and tubes removed, which are
lost, rendered unmarketiable, or con-
demned by a duly authorized official by
reason of a “major disaster” occurring
in the United States after September
2, 1958, shall be flled in accordance with
the provisions of Subpart C of Part 296
of this chapter,

(72 Stat. 1420; 26 U.S.C, 5708)
§275.163 Refund of tax.

The taxes paid on imported tobacco
products and cigarette papers and tubes
may be refunded (without interest) to
the taxpayer on proof satisfactory to
the assistant regional commissioner that
the taxpayer has paid the tax on tobacco
products and cigarette papers and tubes
lost (otherwise than by theft) or de-
stroyed, by fire, casualty, or act of God,
while in the possession or ownership of
such taxpayer, or withdrawn by him
from the market. Any claim for refund
under this section shall be prepared on
Form 843, in duplicate, and shall include
a statement that the tax imposed on to-
bacco products and cigarette papers and
tubes by Chapter 52, I.R.C.,, has been
paid In respect to the tobacco products
and cigarette papers and tubes covered
by the claim, and that the articlcs were
lost, destroyed, or withdrawn from the
market, within six months preceding the
date the claim is filed and shall be exc-
cuted under the penalties of perjury. A
claim for refund relating to articles lost
or destroyed shull be supported as pre-
scribed in § 275.165, and a claim relat-
ing Lo articles withdrawn from thc¢ mar-
ket shall include a schedule prepared and
verified as prescribed in §§ 275.170 and
275.171 or §§275.172 and 275.173. The
original of the claim shall be filed with
the assistant regional commissioner for
the region in which the tax was paid,
or, where the tax was paid in more than
one region, with the assistant regional
commissioner for any one of the regions
in which tax was pald. The duplicate
of the claim, with the copy of any veri-
fied supporting schcdule, shall be re-
tained by the claimant.

(72 Stat. 1419; 26 U.S.C. 5705)

TOBACCO PRODUCTS AND CIGARETTE PATERS
AND TUBES L.OST OR DESTROYED

§ 275.165 Action by 1axpayer.

Where imported tobacco products and
cigarctte papers and tubes are lost
(otherwise than by theft) or dcstroyed,
by fire, casualty, or act of God, and the
Laxpayer desires to file claim for refund
of the tax on such articles, he shall, in
addition to complying with the require-
ments of § 275.163, indicate on the claim
the naturc, date, place, and extent of



such loss or destruction. The claim shall
be accompanied by such evidence as is
necessary to establish to the satisfaction
of the assistant regional commissioner
that the claim is valid.

(72 Stat. 1419; 26 U.S.C. 5706)
ToraccO PRODUCTS AND CIGARETTE PAPERS

ANp TuBEs WITHDRAWN FROM THE
MARKET

§275.170 Destruction, action by tax-
payer.

Where imported tobacco products and
cigarette papers and tubes are with-
drawn from the market and the taxpayer
desires to file claim for refund of the
tax on such articles, he shall, in addition
to the requirements of § 275.163, assem-
ble the articles at any suitable place, if
they are to be destroyed. The taxpayer
shall group the articles according to the
rate of tax applicable thereto, and shall
prepare a schedule of the articles, on
Form 3089, in triplicate. All copies of
the schedule shall be forwarded to the
assistant regional commissioner for the
region in which the tobacco products and
cigarette papers and tubes are assembled.

(72 Stat. 1419; 26 U.S.C. 5705)

§ 275.171 Destruction, action by
sistant regional commissioner.

Upon reeeipt of a schedule of imported
tobacco products and cigarette papers
and tubes withdrawn from thc market
by a taxpayer who desires to destroy such
aiticles, the assistant regional commis-
sioner may assign an internal revenue
officer to verify the schedule and super-
vise destruction of the articles (and
stamps, If any), or the assistant regional
commissioner may authorize the tax-
payer to destroy the articles (and stamps,
if any) without supervision by so stating
on the original and one copy of the
schedule returned to the taxpayer.

as-

§ 275.172 Return to nontaxpaid status
or reduction to materials, action hy
taxpuyer.

Where imported tobacco products and
cigarette papers and tubes are with-
drawn from the market and the taxpayer
desires to file a claim for refund of the
tax on such articles and return such
articles to a nontaxpaid status or, in the
case of tobacco products, reduce such
products {0 tobacco materials, he shall,
in addition to the requirements of
§ 275.163, assemble the articles in or ad-
jacent to the factory in which such arti-
cles are to be retained or received in a
nontaxpald status or in which the re-
sultant tobacco materials are to be
retained or received. The taxpayer shall
group the articles according to the rate
of tax applicable thereto, and shall pre-
pare a schedule of the articles, on Form
3069, in triplicate., All copies of the
schedule shall be forwarded to the as-
sistant regional commissioner for the
region in which the tobacco products and
cigarette papers and tubes are assembled,

(72 Stat. 1419; 268 U.S.C. 5705)

§ 275.173 Return to nontaxpuaid status
or reduction to materials, action by
assistunt regional commissioner.

Upon receipt of a schedule of imported
tobacco products and cigarette papers

and tubes withdrawn from the market by
a taxpayer who desires to return such
articles to a nontaxpaid status or, in the
case of tobacco products, reduce such
products to tobacco materials, the assist-
ant regional commissioner may assign
an internai revenue officer to verify the
schedule and supervise disposition of the
articles (and destruction of the stamps,
if any) or the assistant regional commis-
sioner may authorize the receiving man-
ufacturer to verify the schedule and
disposition of the articles (and destruc-
tion of the stamps, if any) covered there-
in, without supervision, by so stating on
the originai and one copy of the schedule
returned to the manufacturer. Where
the receipt. in a faclory of tobacco prod-
ucts and cigarette papers and tubes has
been verified, such articles shall be
treated by the receiving manufacturer
as nontaxpaid and shall be covered by
the manufacturer’s bond.

§ 275.174 Disposition of tobaecco prod-
ucts and cigarette papers and (ubes,
und schedule.

When an internal revenue officer is
assigned to verify the schedule and
supervise destruction or other disposi-
tion of imported tobacco products and
cigarette papers and tubes, such officer
shall, upon completion of his assignment,
execute a certificate on all copies of the
schedule to show the disposition and the
date of disposition of such articles. The
internal revenue officer shall return the
original and one copy of the certified
schedule to the taxpayer. When a tax-
payer destroys imported tobacco prod-
ucts and cigarette papers and tubes (and
stamps, if any) or a receiving manu-
facturer verifies the schedule and dispo-~
sition of imported tobacco products and
cigarette papers and tubes (and destruc-
tion of stamps, if any), he shall execute
g certificate on the original and the copy
of the schedule presented to him, to show
the disposition and the date of disposi-
tion of the articles. The taxpayer shall
attach the original of the certified sched-
ule to his claim for refund.

REDEMPTION OF STAMPS

§275.180 Claim for
stamps.

Tobacco products tax stamps which
have been spoiled, destroyed, or ren-
dered useless or unfit for the purpose in-
tended, or for which the importer of such
products has no use, may be redeemed
by such importer. Any claim for re-
demption of stamps under this section
shall be prepared on Form 843, in dupli-
cate, and the original shall be filed with
the assistant regional commissioner, for
the region in which the stamps were
purchased, within three years after the
stamps were purchased from the Gov-
ernment. Stamps may be presented with
the claim or they may be destroyed under
internal revenue supervision, or satisfac-
tory evidenee shall be submitted with
the claim showing the reason why they
cannot he so presented or destroyed,
Where the stamps are to be destroyed,
the importer shall prepare a schedule on
Form 178, in duplicate, for the stamps
covered by the claim. When the sched-
ule has been prepared, the importer shall
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redemption  of

request the assistant regional commis-
sioner to assign an internal revenue offi-
cer to verify the schedule and supervise
the destruction of the stamps. The
original of the verified schedule shall be
returned to the importer and be attached
to his claim, Form 843, when filed. If
required, the importer shall satisfactorily
trace the history of the stamps from
their issuance to the filling of his claim.

(88A Stat. 830, as amended by 72 Stat. 1313;
26 U.S.C. 6805)

[F.R. Doc. 61-8362; Filed, Aug. 30,
8:55 a.m.]
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