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69rm Comm} " SENATE o - § _ ‘Rurorr
2d Session ' No. 1668,

THE MEDICINAL SPIRITS ACT OF 1927

-

hanuur.ﬁs; 1927.—Ordered 40 be peinted

'Mr. SsorTaIDGE, from the Commiittes on Finance, -submitted the
‘ . ’fonowmg' g : ‘

 REPORT
Mo mosompany 5801

The Committee on Finance, to which was referred the bill (8. 5801)
to conserve the revenues from medicinal :spirits :and provide for the
-effective \Government control of such spirits, to prevent ithe evasion
of taxes, and for other purposes, having had ‘the same under eon-
sideration, -report ‘it back to the Senate without amendment and
recommend that the 'bill:.dopass. -~ -~ - o

‘Following is the House ‘report from the Committee on ‘'Ways and
Means on the identical bill :(H. R. 17130): - e
_ . [House Report No, 2177, Sixty-ninth Congress, seoond session]

- The Committee on Ways and Means, to which were referred vari-
ous bills providing for the better :control and disposition.of existing
stocks of medicinal pirits; and for the manufacture of future;supplies
of such .spirits, having held extended hearings and having icarefully
and .diligently considered the subject matter included in the several
bills so referred, respectfully reports back $o the House, by unani-,
mous vote, H..R. 17130, a:bill ' entitled “A bill 0 .conserve -the reve-
nues from medicinal spirits and provide for thesffectiwe Government
control of such spirits, to prevent the evasion of taxes, and for other
purposes,”’ 'with the recommendation -that/the bhill do! pass.

INTRODUCTION

The eighteenth amendment, the legislative enactments for the
enforcement thereof, and the :court decisions; recognize that it re-
mains the duty of the United States— : v :

- 1. To assure to its citizens a necessary supply of pure medicinal
spirits for medicinal purposes. . L
2. To prevent the diversion of medicinal spirits to beverage

purposes.

I. Tae PreseNT EMERGENCY
Under existing law and present conditions, an adequate supply of
medicinal spirits of the :purity ‘and soundness essential to their ise
as medicine, ‘can not ‘be insured now pr in the future, the program of
law enforcement can not be adequately effectuated, and the revenues
from medicinal spirits can not be safeguarded, unless legislation is
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- now. enacted to meet the present emergency. This emergency is

attributable to— -
A. Exhaustion of the present supply of medicinal spirits by con-

sumption and evaporation.

B. Loss of taxes through failure to conserve the present supply.

C. Impurity of present slﬁp}x. o ars et ceigs

Il). Diversions of medicinal spirits for beverage purposes contrary
to law. - : - _

It ‘is impossible to determine the exact amount of medicinal
spirits in the United States to-day without gauging, testing, and
bottling. As nearly as can be estimated, the existing supply will be
exhausted in about four and one-half years unless immediately
bottled. - If bottled, enough will be saved:to last oneyear longer.

Under existing law, and based upon medical experience, most me-
dicinal sEirits are unfit for medicinal use until they have been stored
in oak charred barrels for at least four years. If permits were issued
for the immediate manufacture of new medicinal spirits, such manu-

facture could not be started before the fall of 1927, due to the fact
that there are no distilleries in condition to-da{ to permit of immedi-
‘ate operation, d4nd to. the fact ithat medicinal: spirits are not made
.except in the spring and-fall; and spirits:so manufactured would not
«be fit.for use for medicinal purposes until four years after their manu-
facture. . It is, therefore, evident that unless (1) the existing supply
is immediately bottled, and (2) permits immediately issued for the
manufacture of a new supply—the country will be without medicinal
spirita at.the end of about four and one-half dgears, The. bottling
can not be accom]l))lished under existing 'law. The manufacture can
not satisfactorily be accomplished under existing law.

Medicinal spirits must be pure. To-day it is highly improbable
that pure medicinal spirits are in any great number of cases reaching
the public. Under the present law the distribution is uncontrollable
to such an extent that a pure supply can not be assured. =

Further, the present supply is mpxdl’y;eve}f)omting. The Govern-
ment loses tax on the evaporated spirits. These taxes will be con-

. served if the spirits are placed in glass. ~ S
Proper provisions of law to prohibit diversion are also necessary
to meet the emergency. - ' R S
“" IL. ProrosEp MpTHODS OF MEETING EMERGENCY !
A. Permits for new manufacture

The Willis-Campbell Act provides: ‘

* * * norshall any gemnit be granted authorizing the manufacture of any
spiritious liguor save alcohol ‘until the amount of ‘such liquor now in distilleries
or other honded warehouses shall have heen reduced to a: quantity that in.the

_opinion of the commissioner will, with liquor that may thereafter be manufactured
and imported, he sufficient to supply the current need thereafter for all non-
beverage uses. * * * o L R

Under the provisions of that act permits may be issued for the
manufacture of a new supply of medicinal spirits, but there is no
discretion to grant permits to a limited number of distillers to the
exclusion of other distillers equally responsible and equally qualified.
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All doubt as to this phase of the matter as been set at rest by an
opinion of the Attorney General of the United States and decisions of
the Federal courts.... -~ .. = . . . . . TN TTI
As there would be no limit upon the number of distilleries, and
as a large number of applications for :permits have already been
filed, a chaotic condition would result under the present law with an
" indefinite number of distilleriés.in operation,| attendant increase of
expense of appropriations, the increased diffic ? of enforcement, and
the loss of the good results heretofore obtained through concentration.
Under the proposed bill the distilleries: are limited :to. not:less than
two nor more than six. - All other things being equal, the fewer. per-
mits to be issued (a) the less exﬁenseiﬁoﬁovemmont,fc“)r'glxuding and
superintending, (b) the less the cost to manufacture ure's]l))i:its,
and (c) the greater control over distribution: There should be at
least two distilleries so_that competition may be insured. . - :
To issue more than six permits would be to cut down the volume of
‘each distillery to an amount too small to allow of ecomonical distilla-
tion-and would serve to increase the expense of guarding and super-
‘intendence. The number of permits should . be determined solel
from the viewpoint of best serving the interests of -the Government
and of the ultimate consumer, and the determination of the number
i{* therefore best left to the sound discretion of the Secretary of the
The 10-year period for distillation permits has been adopted, since
the spirits must remain in wood for at least four years;: therefore, the
distiller will' have manufactured' five suc¢essive -yé‘arfyt crops before
he will be able to sell his first year’s crop and commence to realizé on
 his first year’s investment: - The bill also provides: for. 8 renewal: of
the permits in the event that the:Secretary of the Treasury desires so
to do, and the permittee has complied with the law and the provisions
. of 'the permit. This renewal secures the ‘benefits: flowing from a
continuous production by the same distillers if experience proves it
advantageous so to do. - e e o

 B. Consersation of taces through botlling

Under existing law bottling can-not be. compelled: . Under the
proposed - bill ‘bottling can be. cormpelled :throughi -the provisions of
the permit issued:to ithe. concentration warehouseman. The Secre-
tary of the Treasury is authorized to cause the bottling of all existing
spirits with all the' advantages of savings flowing:therefrom.: .

‘Maedicinal spirits stored in barrels evaporate at.the rate of 1 gallon
for ‘each six months, or 2 gallons a year.. ‘This loss is at the rate
allowed by the: Government based on experience tables. '-In addition
there is considerable loss throtigh leakage, :and .there. is presented
greater opportunity for tampering with spirits in bulki through- dilu-
tion and other illegal acts, rendering such spirits unfit for medicinal
use. T PP BT RIS T PP U VEE TN PSS S ORT I S SUE TN
i-'The present .supply of medicinal :s‘pirits-iis contained - in -about
450,000 - barrels, - originally- conteinini rom 48 to 50 gallons: each—
now containing about 27 gallons each. . It is apparent that if these
medicinal spirits are bottled evaporation will ceasé. The additional
taxes which will be collected by :the Government on:the existing
supgly'ola% reason of the saving in gallonage will amount to about
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Bottling would also prevent diversion of medicinal ﬂ)iﬁts, which
now takes place to some .extent in warehouses, and will prevent the
substitution therefor of water, alcohol, and coloring matter. -

Under the present law, concentration Was made by the Secretary of
the Treasury of stocks from about 300 warshouses into 837—-now
31-—warehouses. The ownership of the spirits in ‘these :300 ware-
houses was scattered and difficult of ascertainment. In part, they
were owned by the corporations owning ‘such warehouses, but as to a
large proportion such ownership was evidenced by negotiable ware-
house receipts which passed from hand to ‘hand, and there were no
xcomglewmcords available to show the then ownership. .~ - -

The ex‘gensé ~of ' concentration would ‘naturally fall .upon - the
owners of the spirits. 8ince such ownership could not be definitely
ascertained; and since there was no legal ‘way to compel the ware-
‘housemen to ‘bear the expense of removal of the spirite which were
not owned by them and no ‘appropriation therefor was made by
Congrees, the assistance of the owners of the wvarious warehouses
was requested in order to carry into effect the concentration. ‘In
pursuance ‘of such request, arrangements were satisfactorily ' con-
cluded with the owners of the warehouses whereby they undertook
to advance -to the unknown owners the funds necessary to concen-
trate their spirits. e SRR EREETIEES P

'The '‘Commissioner of Internal Revenue personally itspected and
selected some 51 warehouses, and under his direction all spirits within
the United States were concentrated therein; such warehouses: being
formally designated as concentration warehouses.. At that':time,
-after investigation, éach concentration warchouseman was permitted,
with the sanction of the Government, to charge for storage, bottling,
_ and ‘other incidental services to be rendered to the owners, at rates

not in excess of those stated by such warehouséman in his application
for designation as a concentration warehouseman. It appears that
the result of this concentration was ¢o reduce effectively the diversion
and loss in the concentration warchouses of the spirits so concen-
trated; to effect a substantial reduction in the evasion of taxes,:and
to effect a considerable saving of governmental expénse. in guarding
the spirits and supervising shipments thereof from the warehouses.

By limiting the warehouses as provided in the bill to' the proposed
number ‘of mx, further substantial savings will be ‘effected in Gov-
ernment expenses, tax evasion will be further decreased, and other
economies and more effective supervision of distribution -will be
brought about through elimination of the wvarious intermediate
movements. - It is asserted by the Treasury Department that econo-
‘mies in administrative costs can be effected to the extent of at least
$1,000,000 & year. UL, T

The bill compels concentration by providing that all stocks shall
be concentrated within six ‘warehouses withih & limited time, and
restricting the issuance of permits for purchase to permits for pur-
chase only from such warehouses after such time as 5,000,000 gallons
of medicinal spirits have been concentratsd thorein. Teeth  are
therefore put in the proposed law which will accomplish the result
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;‘ut&‘ntli]ed;' ‘% result’ that can nbt be ao(*omplxshed mider thé prédent
aw.it) e e e BT B st AP
b *Uoneentmﬁon is ?rend ove”r o tWO-S'ear period ior thé i-eosons that
it iinvolves k- very considlerable’ operation. - The nétéssary: Gon
‘tmtxohlwnehouaw st be acquired and’ donditioned, and " odnei or
able financing is necessary’ to"cover: the o8t of sushiconcentration:
The bottling of the spirits should be effected before ig? ntration,
so that'ddvantage miay be’ taken of boﬁbling fusilities: o§3 '31 pres-
ent concentration warehouses, each of which has its own bot:;lrng
plahe; und so that the’ ‘bottling ‘muy: be' tha moré quickly

matéd w&tli* i grbater cdnsem"bion ‘of ' the spxrits through' pi'avenﬁén
of ‘evaporation.: These Gperations; it is caloulated, wm take a tg:

of time which ‘¢an not safely be'fixed at:léss thi W' ydars, al ugh
it nyay Well'be that they will ‘Sootier be ‘consiimmate

D2 Restrictive duinbmn and purity of

b Unier thid ‘gretént systetn’ of distribution; s’ seric ‘mtﬁéﬁibﬁ‘ has
beeP 'sreated "through' diversion' and dﬂu;mn of 'spirits”dfter: leg
the'¥onicentiation wm‘ehou and ‘priot t6 Teaching’ the ‘retail driggis
‘which' results'to' &' large étit'in ampiire and somommed poisono %
medreinal spirits’ I;eiﬁg sold» prqscﬁptxo‘n b dﬁiggibta’“' I
nperative that medicinal spmw ‘bé'pute! ' This eah t**be uccamx-
philied ili; sf' the' p nt System. ' To-day niédiéuisl piti
P towho ggidwbrmj dl enmd :
‘t rma‘of‘ anisportation: to wtlbléé e' gidt
ddléine ‘'whio in”tﬁm"m&ke aclike‘ ery’ 0 - the et

drugglet These many movements have made posmble a very con-
siderable dxversxon through' éutting’ ‘'of tNe spirits.

A basic dlﬂi ulty exists in fixing “the responsibility for diversion,

& b'y hidve accurréd while the Bpirits'are ir ‘thieootrse of transit
of! ‘Hendy of theé mxdmémdn =thdfwhdlésaié* dia giswornm
*retuil fdf ritist: 16 has " f ro%n”mm% diffiewlt,! abivest’ impossible
! psderthtii the' oiiit ' ab: whmh o' diversioii’ Has osbyrred, 0 w&ﬁ
&x thie respo x:?b ity therefo fgr he *di&oov sof she' nnpﬂrd

idaally ¢ while it ia! 'in he' h & ultimete’ eprsn
Reoh of tﬁafinteﬂhedaa B i’ﬁtees’ mérs(réspogzi}le for ke

bEm;portm,tmn can insist that the dxvemlon it
; lmcm ln

0, @ b '70'4’0!

fore of Wfter, i thieade might' bey t}ie period’ when the’;

thidét | )ﬁ Yivznam psiesiy o SOV ot ra ai o

= (mdar th t«B Nl IBil the*smi-em-m cﬂer'rrmury asfaathbﬁma
Yo ‘compel’ the’ airm shiprhient in whole‘brf it part: biy1 rhilway! éxp

from the authorized concentration warehouses, where such sp

are under the strictest govérfithéfital’'conitrol, S direbt to?fthe}retml
druggist. By this method the purity éf the bplrits‘ wheri ‘delivered to

the retail druggist: is assured:'''PHe ‘fésponsibilityfor ‘delivéry’ of
ure § mts"sg%‘:llsﬁlﬁh miahé? *ﬁreScri tionarwill ! bd’plaééw ,eréb
E ton] slichi vetal ‘drugpist.': T¢’ )ibebeved ' thit there twiuube

httle diversion after re \Ri t?e ret 11 druggist’s haﬂgm%fg?&

it is tha#'diven ‘tAmiPé umm thile)
bdb'« rtdit of Beoéid #riti“thb loss o mﬂitfmd the®evéry ‘ﬁéﬂdﬁu

od unde the proposed: mminmmdj ‘detiene
m? '5 JBt 16t Teiiin Aol e
pmyfanafm tigsh of 1ethicinal hpirits-te 'th
oonsumer.
8 R—69-2-—vol 1—§7

!u(
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Momover, pmmon is made for dmtmctave labgling and. distine-
tive containers, with severe %‘ enalties for imitation, for re o!
bottles, mutilation of labels. haee restrictions will prevent: so-ca
splitting of spirits and other ovils and will go far in supplementin 5
and aiding the provigion for diréot shipment in prenerm:g pnnt.y an
soundness of spmts in cneu- final dmtnbuhon L

I R::vnxuu Dmvxm Fnou an vauc'man L

In oddmon to the conurvstmn of taxos by botdmg as hereto |
discussed in the report, additional revenue will be :;E ;
the tax on the new supply manufactured wd sokl whwh, based upon
the present withdrawals of medmmal irits of 2,000,000 gallons: &
year at tax rate of $1.10 per gallon produce $2,200,000 8. year

_ IV. ProTxcTION .0F CONSUMERS' Pmmn Pntcn

Dmtnbuuon to t&m pubho at s fair and reasonable rige is. mu;-ed
‘by provisions that (1) the mqnuisqtur@r 83{ new. med?cmal spirits is
reqmredasacondmonofhmpermxtto spiritse manufactured by
i‘hoa?d;tsapncot:o&m axc:;sazfafmr mdreasoubagme, (%g pemog;
permi acture m ;8pirits. o
the fair market. valul::;ecxﬁed in th?bxll (3) each botﬂqpof med?gnal
spirits. withdrawn from a concentration warehouse must bear upon
ite label & statement, of the price at which it is sold, and (4) if any rom}l
iat sells medicinal spirits for more than their fair market v
retary of the Treasury is authomed to revoke hm permit. -,
ot : LS ; §

V. Coxcwsmn S lri«;t-wf.-w

. Medicmd spmts are recognized y law md the medmsl fm ity
a8 an important phq.rmweutmal rod t.. That hemg true, it; ; ﬁows
that it is and must be s matter. concern to. citizens of l?m _
States and to. their Representatives in Congreag that such wrod ot
be pure and. of standard quality. ' By, existing law, there is rec f
the obligation to provide a reasons ly qdeq te supply..of me mql
spirits, It can not be dombwd that th duty to. aupply agsumup
pnnty of the iupply y
AR emergency axists. notvonl to tho exf:quswm of ) mqent supp,ly
of spirits but in an urgent n for a greater measure o
distribution of medicinal spirits, It is believed that the bxll furmshes
thiﬁinly aatasfactory solution of this mtuat;on At tho sam mne 16
w .o R ; fo0 0 rrile
1. Conserve about 64;000,000 of revonuo RN o
- 2. Prevent theevwon,of taxes, . - - . o et
.3, Insure purity of medicinal spirits. - e el
. 4. Require no.appropriations or Govemment ﬁnsncmg ;
5. Effeot ecqnomxes n admuustratxon to ‘aD. uqount qf l.t i t
'lioooﬁwoaym Gl e’;ti *’?E;‘li!
Insure, inoreased, oontml threngh. fuvther oonmtuhom AR
7, Provide for replenishment on. a basis. whioh. wxll secTe. owm
POWNQ uroh DHOQ %o th@ ) 1
P8 »Eﬁeotuwly and for.-all prevmm of t}w, poo‘ ol
the United, tates :by: the, emmzad gdndyptry throx
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‘the use of counterfeited labels and: trade-marks and. the dxvomon of

sound ' spirits .for use in ﬁavonng md eolonng of m)urwus and

‘poisonous produou

- 9. Furnish  assu.:ance . that - spmtu in. ooncentm&wn wsrehomes
vnll, +when Shlppod thérefrom, be medmmally sound, remain :so
through slnpment by rallway express direct to the retail dmggmt
thereby placing upon the latter the full responsibility for the.purity

~of the product whieh such retail dxjuggmt on preacnpuon to- the

'Y study of the question, irrespeotive o

ultimate legitimate comsumar. . - "
The enactment of legislation at thm session’ tq momplmh the above
enumerated purposes has been recommended by. the Treasury. Depart-
ment, medioal associations, and ‘the orﬁamaahons which have made
whether euch orgamzatxons

favor or oppose the prohlbxtxon laws &s such,
VI Dmna'r o: THE. Bm. mr Swmons

. SEBCTION 1, :DEFINI'HONS'

‘Section 1 merey defines' terms ‘of fraquent recurrence in the: act.
“Distilled spirits” is defined as meunnf whmky brandy, rum, gm,
and other dmhlled spmts exoept al

sncmon 2. ummc'mnm .J-; .

Section 2 vxdes for the replemshmént of thb existmg 9 ply of

medicinal: spplrl;otsa - Only spirits: sufficient. to- naintain. a. stpqﬂ .
cient in each year to:supply the requirements:for. mOdmmd m

nonbeverage purposes: ay be manufactyred—thus making, perma-
nent the general policy of limitation containéd.in the Willis-Campbell
Act, section 2 (62 Stat. 322). . Within ithis| limitation, the Secretary
of til ‘Treasury is authorized’ to. issue permiits. for. the manufwture of
spirits. The: reqmremsxit of “exi law- that .all, permits, must. be
issued without discrimination: to- a;:np?mantssof like; iresponsibility; and
of like q!\‘x;:}xﬁcatmns is abroga the pruvision giving the Secretqry
of the asury authonty to. select from applicants for permxts to

- manufacture, two or more;. ‘but not. more than; six; persons, and jssue

permits to manufacture to them alone. - Furthar :authority. is given
the Secretary of the Treasury ito: prescribe. in. each.  permit the; kind
and quantity of spirits to be manufactured, the periods in which
such manufacture shall:take place;: :and-such ‘other requirements as :
he may deem necessary. The requirement of existing law (sec. 6,

“Title II of the national prohibition-act): that: rpemuta;may -be; issu
for one Jsirear only, id changed by the provision that the &cmtary‘m,ay

excess “of 10 years. :

scretion. issue ﬁermxts ‘to: manufacture) for ‘& period not; jn
rimittee: is: required:: to, manufaotw-e
acéordin, alf to-a formuls prescribed by the Secretery. of . t.he Trensury,
to sell’ sirits manufactured’ at:a:fair and reasénable price, and;to
comply with the Ypl‘ovmxomi of section; 5, relating to. the sgquisitin
of existing:stocks! * If:the permnitter his ingood:faith.complied, with
all provisions of the law; the regulation duid hisipermit, the Seoretgry
is authorized to remew the: permit.: If the,peimnitien, hag (vmht.ed
any provision of the law:, the regulations, or his permit, the Secretary

in his
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“may revoke ‘thé permit. : Theprovisions' of: existing daw : prescribe
the procedure for:such revocations: - (8ee national: prohibition:act,
Title 2, sec. 9, 41 Stat. 305, 311-312). The Secretary:is forbidden
to issue any permits for manufacture in any: State: which: prohibits
'the‘imgn‘t‘xlfacmre, and sale, for use, of distilléd spirits for meditinal

p“ DOSES. i CERE S N A T A T AP RS S RPIUNURY M i

~ “Under oxisting law, powers and duties in respect of ‘the manu-
facture; ‘taxation, ‘and'-traffic 'in: intoxicating liquors; are: conferred
or imposed upon the Commissioner of :Internal Revenue. . Under
this- section, as throughout the' act,; powers and duties in respéct of
such ‘matters are conferred ‘or imposed: upon -the: Secretary of : the

“Treasury: This is:done in order that the act'may conform to the
provisiona of ‘'section ‘4 (a) of H. R. 10729 (now: &ndiﬂg’ﬁbeforé*the
Congress), which transfers to the Secretary of the Treasury the rights,
privileges, powers, and duties in respect of such matters, conferred or
imposed upon the Commiissioner of Internal Revénue.

SBCTION ‘3. COﬂ CENTRATION

" This section supplements, but does not repeal, the provisions of. the
‘Kot making' ?ptbpﬁiaﬁéx’isfgdﬁ the: Treasury Department for:the fiscal
year ending June 30, 1923, approved February 17, 1922 (42 Stat.!366,
375). Under that act, for the purpose of concentration, the remov
of spirits from one waré¢house to another was permitted. The-present
bill requires the concentration in not more than six concentration
-warehouses ' (herein’ called authorized ' concentration 'warehouses)
—within: two years' of ‘all existing stotks: of- distilled: spirits:: .. These
- warehouses are required:to be ownéd or leased by permittees :author-
_ized 'to’ manufacture under section 2; and: the selection of the .ware-
“house is committed to: the Seoretary of the Treasury.::Asa condition
‘to ‘theissuance of ‘4 'permit ‘to maintain ‘one of thése guthorized con-
centration warehouses; ‘the permitteei ib réquired to comply: with iall
_regulationis made by the Secretany of the Treasury as: to.the manage-
' ment; of the warehouse, the bottling; storing; and handling of distilled
spirits within: the warehouse, and:the schedule of maximtim:rates pre-
- scribed 'by the Seeretary for bottling, storage, and-other warshouse
services.  After the expiration: of two 'years, all warohouses, other
“than these authorized concentration warehouses, may: no.:longer.be
used for the storage of distilled spirits. . - & - o g
T ‘ sty atieno P

' BECTION 4. BOTTLING 'OF EXISTING 8TOCK i, i

* This séction authorizes' the Secretary of the Treasury. td irequire
such distilled spirite as areisuitable for medicihal usé,-and -as he shall
préscribe, to be bottled.. Such bottling is:required: to be.in accord-
‘ance with existing law, except:that, where the spirits are deficient; as
.'to proof, the ‘Secretary ‘of the Treasury may: by:regulationipermit
the ‘addition of spirits of the sdme kind (whether:or not such!spirits
‘are of ‘the same season’s production and produced by the.same, ;R"q-
ducer)'to’ qthe)‘%piritq,{iin 'order try raise the proof to'standand: . lhis
“exéeption 116 hecessitated by ~the. impossibility in: many.inatances,
under present conditions, ‘'of ‘making: the. necessary increase. in; proof.



THE MEDICINAL!&PIRITS 'AOT OF 108 9

. SHCTION: 8. ACQUISITION! . OF - BXISTING  #TOCKS.| ..'!' /':
I S AR i ,‘,’l:'it'.: ] ‘ “) i i‘;tf):v'i 'raij‘ {;,;,.:tg | «z;;,t{u'}a;? TR _;,«,_;:-ng“‘,,x
It is contemplated that persons holding permits. to :manufacture
under section 2, who-alohe:may maintain:and operate the¢ suthorized
concentration: warehouses - under- section 3, will . purchasu..a ‘con-
sidel"ublo;ﬁgart; -of - the. presenit stock:of distilled: spirits. - Section &
provides that such ébersons‘in acquiring such spirits are required: to
purchase: ‘without:idiscrimination’ betweeh  thé .owners- of existing
stocks, and) to purchase only. at a fair and reasonable price, subject
to the limitation that that price:shall ‘not:excéed: the ‘fair -market
value of sﬁph;s%h*itsiat%wmhoﬁm on December 1;:1926,/plus neces-.
contracts for ':tbesfabt&ﬁ*i:itiom of :such: spirite.;must be. submitted : to
‘the Secretary: of the T Egﬂ for hisiapproval or disapproval of the

i
£y

terms : thereof;! and 110 : peymit; to: purchase (may :be issued until the
contract has been so submitted and approved.” = S
Where the Secretary .of the:Treasury: disapproves any contract
for the acquisition of spirits, a board of arbitration is provided to
which the :partiés may submit : their ‘ contract, and in:.accordance
with the decision of which tha Secretary. of the Treasury is required
wappmve ““ﬂﬁ“di;"'ppmvetheebntrwt.‘ ERITEIOS FERITE T SR
sy it T w i o g Z§>‘3‘5"~'"~’f%'§ b et Lait oy !

S DT amomion. 6. pisvRImtTION 1

TS CEECER PR AR EREN AR TR A Y $ 1 SR ¥ IR ST A ST LI SHICYS SR Sy 14T €) S5 FERIFIY 4
~  When the concentration of the existing stock of distilled spirits
into the autherized concentration: warehouses (as required by sec. 3)
has resulted in a stock of 5,000,000 gallons being stored in such au-
thorized i warehouses; the fact is promulgated by the Secretaryofthe
Treasury.::;Commencing :30.i.days : thereafter, - all : retail druy
hospitals, physicians, and other persons authorized to use distill
spirits, must obtain ‘their. supplies from- the,stock in an authorized
O Seotary of the T is gi thority. to. require &hi
-+'The: Seoretary of the reasury is given: asuthority. to require ship-
ment of distilled spirits from. an suthorized: coiicentration warehouse
to retail -druggists: and’ physicians, only. by. railway. express; andito -
revoke. the‘permit of any druggist, 6r othér person suthorized to;sell
at retail; who sells:at'more’ thian- a fair and reasonable price...:: ..
-ii-This 'section - does ' not' prohibit; wholesale dr ta, .on:other per-
sons guthorited.under existing law.to deal at-who esale, from contract-
ing: with respect-to; or: arranging for.the purchase of; spiritsistored in
authorized concentration wdrehouseés,; but.it- does :prohibit, the: ac-
«quisition of -any ‘spirits’ once: withdrawn from.an autherizeéd:poncen-
tration ware?ou,se« from -any:-one;other than:a retail druggist.(and
from him only in retail quantities). The handling of, ;but not the
dealing il(ll, distilled spirits by, wholesalers and middlemen is thus
eliminated.

¢ N t . I M { .
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SECTION 7. DISTINCTIVE BOTTLES AND LABELS . . ..

This section requires all distilled spirits hereafter bottled—

(1) To be placed only in official distinctive bottles. .

(2) To be tested before bottling. A

(3)_ To bear an official distinctive label certifying that the spirits
are ‘‘Medicinal spirits bottled under the medicinal spirits act of 1927,”
and such further facts as the Secretary shall prescribe.
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(4) To bear before withdrawal from an authorized concentration
warehouse, a statement upon the label as to the price at which the
retail druggist or other purchaser has bought the s;la’i;'itm IO

If the spirits are hereafter manufactured and bottled, no print,
label, mark, or trade-mark may appear um'the ‘bottle, except such as
%{re]required by law or may be prescri by the Secretary of the

easury. ‘ o R

Spirits not: bottled ‘ander the foregoir quirements may: not
commencing six months after the appm\l‘r';f o??he act, be pumha.se(i
by any retail druggist or physician. . - .

Subdivisions (¢), (d), and (e) make criminal any counterfeitin
of bottles or labels, any tampering with labels, any sale’of~bottle§
spirits in other than the original unopened. bottle (with authority
to the Secretary to make exceptions for emergencies), and any tlpalming
off of refilled official bottles as medicinal spirits lawfully bottled. -

SECTION 8. IMPORTATION

[E

- Only when the Secretary of the Treasury finds that the available
stock of spirits suitable for medicinal use of ‘a particular class or
kind is insufficient to meet the demand for distilled spirits of that class
or kind, may distilled spirits be imported; and then only of the class
and kind, in the quantity,; by such persons, and subject to such other
requirements, as the Secretary of the Treasury may prescribe.

SXCTION 0. STPARABILITY OF PROVISIONS

This section pmvidés‘f‘f'or the sopsmbilit{ bf ro#isions in ‘the oyeht
any particular provision of the act is declared unconstitutional.

8ECTION '10. EXISTING LAW :

"‘The provisions of the act making appropriations for the Treasury
Department for the fiscal year endmg. une 80, 1923 (42 Stat. 375),
“with respect.to concentration, and all provisions of existing law with
respect to the taxation of distilled spiritse remain in full force and
effect under the act. All provisions of the national prohibition act,
and acta supplementary thereto, including their provisions as: to appli-
cations for permits, the issuance and revocation of permits and bonds,
are in all respects continued in effect, except only to the extent that

special provisions are made in this'act for such matiers. -
Subdivision (b) excepts from the provisions of the act certain
brandy and rum manufactured for nonbeverage purposes in very

limited quantities. S

- * 'SECTION 11. SHORT TITLE

This section Jarovides that the act may be cited as “The medicinal
spirits act of 1927.” ‘ -
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Following is a letter dated February 25, 1927, signed by the
Secretary of the Treasury, in relation to the bill (S. 5801):

. I R , e S , FEBrUARY 25, 1927,
My Dear MR. CHAIRMAN: I have the request of the Committee on Finance,
dated February 24, 1927, for a report on 8. 5801, a bill to conserve the revenues
from medicinal spirits and provide for the eﬁ'ectfve Government control of such
spirits, to prevent the evasion of taxes, and for other purposes. =~
S, 5501 s identical with H. R. 17130 which was drafted by a Subcommittee of
the Committee on Ways and Means of the House, reported out by unanimous
report of the Committee on Ways and Means, and is now under consideration by
the House of Representatives. The Treasury believes that the present emergency
and the problems in: conpection therewith were met more effectively under the
proposed. Treasury bill H, R. 17040, which was not voted out of committee; and
while 8. 5801 and its corresponding bill in the House, H. R. 17130, have admini-
strative features in connection with price fixing, which the Treasury is not anxious
to assume, the bill will meet the administrative requirements in the medicinal

spirits emergenoy,ai_tu%ggm L i g et e
8. 5801 limits germ s for manufacture of new spirits for replenishment to not
less than two and not more than six distilleries, thus -avoiding the serious alter-
native, under existing law, of having to grant an indefinite number; it provides
for concentration in glass of all existing stocks into not more than six concentration
warehouses, and thus accomplishes most desirable conditions for law enforce-
ment and economy, as well as conservation of existing stocks and tax revenue
thereon; it provides for placing all existing a?‘iﬁts'intodistincti‘ve bottles under
distinctive labels, with severe penalties for imitation, adulteration, etc., and,
most desirable for law enforcement &nd to insure pure medicinal spirits, it provides
for direct shipment from concentration warehouse to retail druggist.
To sum up, I believe the bill will accomplish the two main administrative
purposes that I had in mind in recommending legislation at this time. It makes
rovision for the future supply of medicinal spirits under mproper‘ control and
the second place, it corrects those existing conditions which make it difficult
to prevent the diversion of medicinal spirits to beverage purposes and the adul-
teration of the supply actually sold in the retail trade for legitimate medicinal

PN

Very truly yours, - : - A
A A. W. MEeLLON,
Secretary of the Treasury.

Hon. RExp Smoor, :
Chairman Committee on Finance, United States Senate.
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