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1. INTRODUCTION 

 
 
1.1 Purpose of Guidelines 
 
 The aim of these guidelines is to provide consistent advice to brewers and packers about what 

controls and records are required in order to comply fully with Regulations and HM Revenue & 
Customs [HMRC] requirements. 

 

1.2 Official Requirements 
 
 HMRC Notice 226 sets out the main features of the beer duty system, and specifies official 

requirements only when they are necessary for revenue protection. In many instances it will be for 
brewers and packers themselves to determine how to meet their legal obligations. HMRC 
compliance activity will primarily be based on auditing traders’ systems to ensure that they provide 
adequate revenue protection. In order to co-ordinate its approach to operational matters, HMRC 
have created an ‘Alcohol Unit of Expertise’ *UoE+, whose major aim is to ensure a consistent 
approach by all HMRC staff to the assurance of  beer duty collected from brewers and packagers. 
This service is specifically for HMRC staff and is not available to the trade. 

 

1.3 Context of Guidelines 
 
 HMRC emphasise that it will be for brewers and packagers themselves to determine how to meet 

their obligations. In this respect, and to achieve a consistent approach across the industry, the 
British Beer and Pub Association [BBPA] has produced five sets of guidelines:- 

 Guidelines for the Management of Beer Warehousing and Duty Suspension on Registered 
Premises 

 Guidelines for the Control of Volume for the Purposes of Duty Payment for Beer in Large 
and Small Pack 

 Guidelines for the Control of Alcohol Content for the Purposes of Duty Payment 

 Guidelines for Obtaining Duty Relief on Unmerchantable Beer 

 Guidelines for Exporting and Importing Beer 
 

1.4 Scope of Guidelines 
 
 These guidelines refer only to the duty management of beer in brewery registered premises.  
  
 Different rules apply to authorised warehouses which are approved to hold and move duty suspended 

beer – these are covered by HMRC Notice 197. 
 

1.5 Involvement of HMRC in the preparation of these Guidelines 
 
 These guidelines, which have been compiled with help from and in consultation with HM Revenue & 

Customs, complement the relevant HMRC Notice and offer advice: they do not relieve brewers and 
packagers of their legal obligations. All HMRC Notices are available on their website 
(www.hmrc.gov.uk) 

 

 
 
 
 
 
 

http://www.hmrc.gov.uk/
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1.6 Importance of Record Keeping 
 

Notice 206, sets out the law concerning the keeping of records by all Revenue Traders. 

 
Are there other records I need to keep? 

 

 
If you are… 

 
you… 
 

 
responsible for payment of excise duty 
 

 
must maintain a permanent record, in summary 
form, of all the excise duty payable in each duty 
accounting period. 
These periods are prescribed in the publications 
about the specific kinds of excise duties or duty 
suspension regimes. This record is called the 
“excise duty account” 
 

 
a REDS or a warehousekeeper or are 
otherwise involved with duty 
suspended goods 

 
may also need to maintain records relating to the 
production, transportation, or storage of excise 
goods and to operations or processes carried out 
on them. 

Examples of some of these additional records are: 

 receipt and delivery notes; 

 stock records; 

 checks by trading standards officers; 

 bonds and guarantees; 

 records of clients’ VAT registration 
numbers and 

 DANs; 

 stocktaking records; 

 records of losses or increases in transit, 
stock, 

 operations, processes, packaging or 
production; 

 analysis results; 

 equipment records. 

 
a wholesaler, retailer or 
distributor of excise goods 
 

 
should ensure that duty has been paid on 
excisable goods in your possession, as you may 
need to satisfy us of this. 
If HMRC have evidence to show that duty has not 
been paid you will not be able to rely on your 
business records to show otherwise. In these 
circumstances, we may seize your goods. 
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What must an excise duty account show? 
 

 
The excise duty account must show: 

  
for: 

 

• every figure that goes on a return; 

 

• each kind of duty and/or duty suspension 

• the total duty due to us;    regime; and 

• the total duty due from us; • each duty accounting period. 

• the net duty due from, or to, us;  

• payment details or a payment  reference  

 
The account must have an audit trail. This means that each entry in the account must be traceable 
back to the relevant source document. Similarly it must be possible to trace any source document to 
the relevant entry in the duty account. 

 
 The account should be audited by an independent accountant. 

 
Amendments to standing data on a computer system also require an audit trail. This will involve a log 
of any amendments to the tables (e.g. product and duty) in the system 
 
Notice 206 also deals with the use of computers for record keeping purposes. 
 

 
What if I keep my records on computer? 
 
If you keep all or part of your records and accounts on a computer, you must make sure that you can 
account for duty properly so that HMRC can carry out full inspections when they visit. If your system 
does not meet their requirements they can ask you to change it. 
 
Examples of computer documentation include: 

• user guide; 

• system specification; 

• file layouts; 

• system flowcharts; 

• database management documentation; 

• data dictionary; 

• program specifications; 

• schemas and sub-schemas. 
 
If you have any queries on the computer records you hold, please contact the HMRC National Advice 
Service or your allocated Large Business Office. 
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2. DUTY PAYMENT - BASIS OF THE CHARGE 
 
 

2.1 HMRC Notice 226 
 
This notice defines the point at which beer becomes liable for duty. 
 

When does beer become liable for duty? 
 

Beer becomes liable to duty once it has been produced or when it is imported into the United 
Kingdom. 
 
When is beer produced? 
 
The production of beer normally begins when the mash is made, and beer is produced when the 
earliest of any of the following events take place: 
 
The time when: 

 the beer is put into any package; 

  beer is removed from the brewery; 

  beer is consumed; 

  the beer is lost [HMRC Notice 226]; or 

  beer reaches that state of maturity at which it is fit for consumption.  
 

In relation to the above events, ‘beer’ includes unfinished beer. 
 

2.2 Duty Suspension 
 
Beer is deemed to be in duty suspension from the time it is produced until duty is paid on it or the 
duty liability is remitted and evidence is held (e.g. moved to other registered premises, exported 
etc.). 

 

2.3 Losses of Beer 
 
In a letter to the Association dated 8 February 1996, Excise Policy Group provided the following 
clarification concerning losses of beer: 

 
“The provisions in Notice 226, “Beer End Product Duty” (now Section 10 of Notice 226), apply 
fully to normal losses during production, processing and packaging.  However if the scale of 
such losses is exceptional, a satisfactory explanation may be required to ensure that beer has 
not gone into consumption.  Once the beer is packaged, in either small or large pack, or in the 
case of bulk finished beer awaiting delivery, there must be a satisfactory explanation for any 
losses to obtain relief from duty.  Where circumstances are appropriate, offsetting against 
identifiable overages (gains) may be acceptable when a satisfactory explanation has been 
provided.  In all other cases deficiencies must be accounted for by payment of the duty due”. 

 

2.4 Importance of Record Keeping 
 

It follows that accurate records of receipt and holding of finished and packaged beer in duty 
suspension are essential, otherwise there is risk that duty will be levied on apparent stock 
deficiencies that may arise following removal of stock from duty suspension. 
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3. THE GUIDELINES 
 
 

3.1 Entering Duty Suspension 
 

3.1.1 When does beer enter duty suspension? 
 

Beer enters duty suspension when it is produced, imported or acquired and 
delivered without previously paying duty to registered premises or an authorised 
warehouse. 
 
Beer brewed on registered premises enters duty suspension at the point it is 
produced, but it is seldom possible to obtain a robust stock take at this point.  In 
practice, beer enters duty suspension immediately after packaging when it is 
recorded as received into warehouse, accurately counted and entered as stock. 
 

3.1.2 Do I need an accurate opening stock? 
 

Yes – otherwise your duty liability will be incorrect. 
 

3.1.3 What is the significance of additions to the opening stock? 
 

All additions to duty suspended stock will increase the duty liability and therefore a 
full audit trail of such additions will be required from receipt into warehouse 
through to eventual duty payment. 
 

3.1.4 How accurate does the stock take have to be? 
 

As the stock (together with the alcoholic strength of the product) represents the 
duty liability, the quantity of stock is the definitive measurement which determines 
the amount of duty that will become due.   
 
As a revenue trader you are required to keep complete and accurate records which 
enable you, correctly and punctually, to account for excise duty.  Stock takes are 
part of the records required and must accurately reflect the stock position. 
 

3.1.5  Can I rely on existing commercial stock counting methods? 
 

Yes, providing they produce accurate results and that gains and losses are 
investigated and reconciled. 
 

3.1.6 Do I need to reconcile opening stock against prior production records? 
 

The law requires you to maintain records relating to the production, 
transportation, or storage of excise goods and to operations or processes carried 
out on them.  If beer cannot be accounted for after the start of production, and 
there is no acceptable explanation, you will be liable for duty on the missing beer. 
 
In practice HMRC will focus on finished beer, but may carry out in-depth 
examinations of production records. Therefore, records should be sufficiently 
detailed to identify all sources of stock. 
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3.1.7 Is a full physical stock check essential? 
 

A twice yearly full wall-to-wall stock count would be considered the norm, however 
other methods e.g. perpetual stock counts may be acceptable if they can be 
demonstrated to be equally accurate. 

 
3.1.8 Do additions to stock need to be recorded and signed for? 
 

Yes, if the beer received is in duty suspension.  But in order to provide a full audit 
trail it would be desirable if duty paid receipts are also recorded and signed for. 
 
Further information on the receipt of beer in duty suspension can be found in 
Notice 226. 
 

3.1.9 Does duty suspended and duty paid additions to stock need to be physically 
segregated? 
 
No.  Provided you can identify the beer in your records, physical segregation is not 
required. 
 

3.1.10 Do additions to stock need to be identified? 
 

Receipts of stock should be cross referenced to goods received records and 
likewise deliveries from stock to goods despatched records.  They must also include 
goods received from your own production.  The stock record must include: 
 

 date received and delivered; and 

 quantity, strength and description of the beer (i.e. product type) 
  
The beer duty receipt must include a unique reference number. 
 

3.1.11 Does the procedure need to be agreed with HMRC? 
 

No. You would however, be strongly advised to produce written procedures for the 
management of beer in duty suspension and make these available to HMRC as and 
when appropriate. 
 
 

3.2 During Duty Suspension 
 

3.2.1 Do I need to provide physical security? 
 

HMRC do not specify details for the provision of physical security for beer you hold 
in duty suspension but it is in your own best interest to provide appropriate 
security as you will be liable for duty on any beer which has passed into duty 
suspension and for which you cannot account. 
 
Poor physical security will inevitably mean that it will be difficult to present 
satisfactory explanations for stock losses. 

 
3.2.2 What removals are permitted without payment of duty? 
 

As well as removals of stock under duty suspension to other authorised 
warehouses/registered premises/exports etc., you will not normally have to pay 
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duty on samples taken for production/quality control purposes and stock intended 
for destruction. 
 
Therefore, provided you keep a record of all such removals, and HMRC are satisfied 
that this beer has not been released for consumption, no duty is payable. 
 
However, duty must be paid on beer used for market testing, consumption by 
potential customers visiting the brewery and for entertaining, gifts and trade 
exhibitions.  (This list is not exhaustive). 
 

3.2.3 How must these removals be recorded? 
 

All removals of stock from duty suspension create a potential liability for the 
payment of duty.  Procedures and records should be equally robust whether or not 
payment is due on a particular removal. 

 
3.2.4 How must I account for and record permitted removals? 
 
 There must be a formal and auditable record in the same way as is required  

for the despatch of any other goods from duty suspension. 
 
3.2.5 What is an unexplained loss/gain? 
 

An unexplained loss or gain is the difference between physical stock and book stock 
after all reasonable investigations have been completed. 
 
Note that HMRC will not allow you to accumulate losses and gains from various 
sources and then simply net them off against each other: they will start from the 
premise that losses or gains have arisen as a result of stock respectively leaving or 
entering duty suspension without having been recorded. 
 
However, if your investigations provide a satisfactory explanation based on the 
likely course of events [supported by the relevant records if available, or the 
balance of “probability”+, it should be accepted by HMRC.  Therefore the 
unexplained loss/gain would become an explained loss/gain (e.g. mispicking, 
miscounting, customer receipting, booking-in errors etc) and additional duty will 
not normally be due.   
 
A further point to consider when carrying out your investigations is that in some 
circumstances due to the very dynamic nature of beer warehousing operations, 
mispicking can cross over product lines. In recognising this type of occurrence 
HMRC has provided some examples of off-setting that they consider acceptable. 
See Annex A.   
 
Each off-set must be done on an individual basis and you must be able to 
demonstrate that the products involved in the off-setting had both been in the 
warehouse at the same time. 
 

3.2.6 What records do I need to keep of losses/gains? 
 

Your normal commercial records including stock records should be sufficient.  
These should include details of all investigations carried out to reconcile the 
losses/gains and any adjustments made and who made them. 
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3.2.7 At what stage is there an adjustment of duty payable? 
Investigations of discrepancies should be carried out as soon as they come to light 
and when all reasonable investigations have been completed any duty payable 
should be included on the next EX46. 

For adjustments relating to previous period errors exceeding £1000 refer to Notice 
226. 

If an acceptable explanation is found at a later date, the duty already paid may be 
reclaimed on a subsequent EX46. 

 
3.2.8 Can I use a computerised system? 
 

Yes, provided the records can be readily converted into a satisfactory legible form 
and made available HMRC when required. 
 

3.2.9 Are there accepted standards for computer systems? 
 

If you decide to use a computer or the services of a computer bureau for beer duty 
accounting, it would be advisable to notify HMRC.  
 

3.2.10 How often should I reconcile book or “computer” stock with  
 physical stock? 
 

There is nothing officially laid down, but you would be well advised to reconcile 
stock records and physical stock at the end of each company accounting period.  
This may be a four week, five week or calendar month period. 
 
When you sign your duty return, you have to make a declaration on the EX46 that 
the information it contains is true and complete. 
 

3.2.11 Do records of losses need to be authorised by HMRC? 
 

No, but because records of unexplained losses/gains imply changes to duty liability, 
they should be recorded in an auditable and accountable manner. 

 
3.2.12 Should I keep records of cumulative trends? 
 

There are no specific requirements laid down by HMRC but it is recommended that 
cumulative trends of the duty liability as compared with the duty payable on beer 
leaving duty suspension are plotted with a view to developing a diligent approach 
to the management of stock in duty suspension.  Such an approach would also be a 
useful measure of the efficiency of your stock management system.  Anything you 
can do to demonstrate that you have a well managed and tightly controlled 
warehouse is likely to stand you in good stead.  Remember that HMRC can demand 
access to all of your records. 
 
 

3.3 Leaving Duty Suspension 
 

3.3.1 Where is the duty point? 
 

The duty point is the point at which beer leaves duty suspension.  Under normal 
circumstances this will be either the production of the delivery note or the date 
shown on the delivery note if later. 
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3.3.2 Is this duty at the “brewery gate”? 
 

Yes in the majority of cases.  
 
However, although duty generally becomes due when goods are removed from 
registered premises, there are a number of situations where there may be a prior 
duty point, e.g. unexplained losses.   
 
Furthermore, the opposite situation may also arise, where goods are removed from 
brewery premises under duty suspense to other duty suspended destinations e.g. 
authorised warehouses or registered premises without creating a duty point. 
 
Failure to receive a certificate of receipt from another UK tax warehouse within 30 
days of despatch will render the duty on the consignment payable on the next 
EX46. 
 

3.3.3 How is the duty calculated? 
 

Duty is based on the quantity and alcoholic strength of the beer and the rate of 
duty applicable when it passes the duty point. 
 
For cask conditioned beer, duty payment is based on the strength at the expected 
time of consumption. 
 

3.3.4 When is the duty paid? 
 

Duty is payable when beer passes the duty point but a registered person would 
normally pay the duty shown on his monthly beer duty return no later than the 
25th day of the following month. 
 

3.3.5 Should there be reconciliation between product entering duty suspension and 
product leaving duty suspension? 

  
There is no specific requirement for this but good practice would suggest that 
brewers would wish to reconcile at the end of each company accounting period 
and more frequently if the trend of variances suggest that the management of 
warehouse stocks is not under adequate control. 
 
This reconciliation should consist of a satisfactory audit trail:- 
 

 for a product entering duty suspension (such as a receipt note, production 
record or import documentation); 
 

 whilst in the warehouse (stock counts and stock records), and: 
 

 for a product leaving you registered premises (a delivery note and proof of 
delivery or proof of export). 

 
3.3.6 How do I deal with duty paid failed deliveries? 
 

Stock does not need to be physically segregated, but your records must separately 
identify duty paid beer which has been returned to your registered premises 
because of a failed delivery. 
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3.3.7 What records must be kept of product leaving duty suspension? 
 

You must keep records of all beer delivered from your registered premises whether 
duty paid or duty suspended, including exports, appropriated for consumption on 
your registered premises, or as samples and lost or accidentally destroyed. 

 
3.3.8 What is a constructive removal? 
 

Constructive removal means that the goods pass the duty point and duty is paid 
without physical removal of the goods from the registered premises.  In the event 
of an expected increase in duty following a budget, a registered person would be 
able to pay duty at the existing rate in advance of the implementation date without 
physically removing the goods from the registered premises. 
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ANNEX A 
 

OFF – SETTING EXAMPLES 
 

Off-setting WITH documentary evidence 
 
Example 1 - off-setting across accounting periods. 
 
Related stock losses and gains may be confirmed across accounting periods.  The reason for this could be 
down to slow moving items or receiving warehouses / customers not identifying the error upon receipt.  An 
example common to the industry is:- 
 
Following a weekly stock count in the warehouse, you identify a gain of 20 x 50L containers of standard 
lager at 4% ABV.  This is recorded in month 1 of your duty accounts. 
In Month 3 a customer refuses to pay their invoice as they have now realised that they were short on a 
delivery relating to Month 1 [12 x 50L containers of standard lager at 4% ABV].  Following further 
investigations, you can confirm the stock gain in Month 1 was in the same week when the customer 
received their delivery and the batches are similar, therefore, given this evidence you credit the customer.  
This then leaves you with a stock loss of 12 x 50L containers of standard lager at 4% ABV and this is 
recorded in your stock accounts.  At the end of Month 3 when you come to reconcile your losses and gains, 
you can offset 12 x 50L containers of standard lager (that were included in the 20 gained in Month 1), with 
the loss of 12 x 50L containers of standard lager in Month 3.  The following sets the example out in tabular 
form:- 
 
 

  Book stock  Physical stock  Comments 

       

Month 1  100  120   

       

  +20    Stock count confirms 20 gain in       month 1 

       

  120  120  
Book brought into line, therefore gain is re-
warehoused 

       

Month 2  70  70  Stock count confirms no  

      picking errors in month 2 

       

Month 3  82  70  Customer dispute agreed,   

      
Therefore book stock increased. Cross 
reference with delivery/credit note. 

       

  -12    Stock count confirms loss 

       

  70  70  Book brought into line,   

      therefore 12 loss in Month 3 

      off-set against 20 gain in Month 1  
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Example 2 - off-setting of different qualities and sizes. 
 
It will also be possible to offset losses and gains of different products and different sizes as long as you can 
demonstrate that on the balance of probability, the course of events is the most likely explanation.  A 
common example is:- 
 
On your weekly stock count you have an overall gain of 45 x 30L of [standard lager 4%] and a loss of 53 x 
50L containers [premium lager 5%].  After further investigations you notice that within the week there were 
2 adjustments on different days.  One was in location B17 losing 36 x 50L containers [premium lager 5%] 
and the other was in C17 gaining 36 x 30L of [standard lager 4%]. 
 
At this stage, you can demonstrate the probability of a mispick which will allow you to off-set 36 containers 
but care must be taken to ensure that duty is accounted for on the actual quality delivered. [i.e. 50l 
containers at 5%ABV]. 
 
However, as no customers have confirmed an incorrect delivery, the remaining loss of 17 premium lager 
[53 less 36] would be dutiable and the remaining gain of 9 standard lager [45 less 36] should be re-
warehoused pending further investigation.  
 

Off-setting WITHOUT documentary evidence 
 
In situations where no documentary evidence exists, HMRC may consider the probability of an occurrence 
rather than the certainty.  Obviously there will be a degree of subjectivity in the decision of whether off-
setting should be allowed and it is therefore not possible to issue prescriptive guidelines either to the trade 
or to HMRC to cover all circumstances, but each proposal for off-setting should be judged on an individual 
basis. Furthermore, in these instances where no supporting documentary evidence exists and probability is 
the only justification for off-setting, the prime requirement will be to demonstrate that the relevant gains 
and losses were coincidental.  This does not mean that they were necessarily discovered at the same stock 
count.  
 
Example 3 - like with like 
 

50 x 50L containers of premium lager A  
50 x 50L containers of premium lager B 
 

Care must be taken to ensure that duty is accounted for on the actual quality delivered. 
 

Example 4 -same large pack product but different sizes:- 
 

+46 x 50L containers of bitter C 
 -23 x 100L containers of bitter C 
 
Example 5 -same small pack product but different sizes 
 

+20 cases of standard lager 440ml cans  
-20 cases of standard lager 440ml + 13.5% cans  
 

Care must be taken to ensure that duty is accounted for on the actual volume delivered. 
 
Remember, the accumulation and netting of unrelated gains and losses over a period or a series of 
periods will NOT be allowed – see example 6 below:- 
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Example 6 [Unacceptable process - netting over a series of periods] 
 
 

MONTH QUALITY LOSS HL% GAIN HL% 

Jan 

 

Lager can 14  

Feb Lager keg  23 

Mar Bitter keg  42 

Apr Mild cask 7  

May Bitter can 31  

Jun Lager bottle  9 

July Mild cask 26  

Balance and duty to 
pay 

  4 

Totals  78 78 
 


