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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 
Premise 

 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. UNMERCHANTABLE BEER  - GENERAL 
 
 
2.1 What is spoilt or unmerchantable beer? 

 
Spoilt or unfit beer is defined as any beer that, in the opinion of the brewer, is unfit for sale. 
Examples are: beer which becomes spoilt; beer which is out of specification; beer contained in a 
package which is out of specification; out of date stock. It is for the brewer and not HMRC to decide 
what is, or is not, fit for sale.  

 
2.2 What beer is eligible for duty reclaim? 
 

Any beer that meets all the following conditions: - 

 UK excise duty has been paid on it; 

 it has been withdrawn from the market as unmerchantable; 

 unless delivered in bulk, it is presented for duty reclaim in the same container in which it 
left duty suspension; (NOTE: Where this is not possible for Health & Safety or other 
practical reasons, the beer may be transferred to other containers subject to prior approval 
from HMRC) 

 
2.3 What beer is excluded? 
 

The following are excluded from duty reclaim: - 

 beer on which duty has not been charged – for example, the amount of the cask 
conditioned beer sediment allowance; 

 beer which has been diluted or adulterated; 

 beer which is presented in a container other than that in which it was delivered (although 
see exception above); 

 where no satisfactory audit trail is available. 
 

By this definition, all slops, run-offs, etc. are excluded except for the initial draw-off of cask 
conditioned beer returned to the same cask from which it was taken. 
 
It is important that brewers’ customers are aware of HMRC requirements relating to 
unmerchantable beer, particularly the exclusions noted above. An option worth considering is to 
require the customer to sign a declaration confirming that beer which he has presented for reclaim 
has not been diluted or adulterated, and is in the container in which it was delivered. 

 
2.4 Do I have to destroy the unmerchantable beer to claim duty relief? 
 

No, the beer may be either destroyed or reprocessed. 

 
2.5 What does destruction entail? 
 

HMRC do not specify a method of destruction, but your method must make the beer unfit for 
human consumption, for example tipping to the common sewer or addition of dye – meeting the 
requirements of national and local regulations on effluent and waste disposal at all times.  
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2.6 What does reprocessing entail? 
 

Reprocessing beer is re-working beer in your normal production processes e.g. blending, filtering or 
re-pasteurising 

 

2.7  Do I have to destroy the beer on my registered premises? 
 

HMRC may grant approval for destructions at a time and place of your choosing, subject to certain 
conditions (see sections 3 and 4 below) 

 

2.8 On what quantity do I reclaim duty? 
 

You can only claim for the actual quantity of beer destroyed or reprocessed on which duty was 
charged: - Therefore, the quantity for relief will depend on whether you  

 Use a spoilt beer vessel (SBV); 

 Destroy directly from cask, keg or other package, or; 

 A combination of both. 
 

Remember, if you use an SBV, the beer must be metered in, or the vessel must be gauged and 
tabulated in order that the bulk quantity in that vessel can be established. 

 
For unbroached containers you may, if you so wish, use the nominal contents for reclaim purposes. 
This however, does not apply to broached containers [including leakers] where you must establish 
the container’s actual contents *e.g. by decanting to SBV+,  

 
You must also note that the full amount of undrinkable sediment in each cask must be deducted 
from your quantity for reclaim as no duty has been charged on this originally. Remember that if you 
use a percentage sediment allowance, you must ensure that the deduction is calculated as a 
percentage of the cask volume, as though it were full. 
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3.  DESTRUCTION IN REGISTERED PREMISES 
 
 

3.1 How do I demonstrate control of the spoilt beer process? 
 

The control of the spoilt beer system is the responsibility of brewers, but will be subject to periodic 
audit by HMRC. It is a condition of duty reclaim that a satisfactory audit trail is available. It is 
therefore essential to prepare fully documented written procedures which define how duty reclaim 
and beer destruction/reprocessing may take place. These procedures must describe the full process 
and the audit trail, and may include: - 

 a diagrammatic illustration showing the full audit trail; 

 management control procedures; 

 sampling procedures and how ineligible beer is identified; 

 accepted mechanisms for measuring volume in container; 

 destruction/reprocessing procedures; 

 criteria for which different levels of credit are granted if any; 

 credit note/invoice procedures; 

 details of reciprocal company agreements, if any. 
 

The above list is not exhaustive and should include all procedures and transactions associated with 
the duty reclaim for beer, regardless of whether the process is carried out on Registered Premises 
or at remote locations. 

 

3.2 What is meant by unique identification? 
 

A unique identification for each container is necessary and should be included in all movements 
and transactions in order to provide traceability and a proper audit trail back from the retail site to 
the brewery/packaging plant.  

 

3.3      What particulars must I include on the spoilt beer record? 
 

Notice 226 specifies the particulars you must include by law in the spoilt beer record. 
 

In addition it is recommended that you should also record the following: 

 The place of destruction/reprocessing; 

 The date when the complaint/fault was reported; 

 The reason for the complaint/fault; 

 What samples have been taken for analysis; 

 Credit status (full/partial credit, no credit, awaiting results of analysis) 

 Sediment allowance – where applicable. 
 

3.4 What measure for volume should I include in the spoilt beer record? 
 

Duty is reclaimed on the same basis on which it was originally paid. 
 

For unbroached containers the nominal contents should be used. For unbroached cask conditioned 
beers the declared duty paid volume should be used (that is, the declared contents less the 
sediment allowance on which duty was not paid). 
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Containers identified as “Leakers” should be treated as broached containers for duty reclaim 
purposes and the actual contents measured. The contents of broached containers returned from 
retail premises must be measured by a calibrated measuring device – for example, scales, dipstick, 
meter, or calibrated container. It is not acceptable to assess the volume by estimation or 
guesswork. 

 
When beer is destroyed in SBV the volume (in litres) should be used. 

 
3.5 What measure for ABV should I include in the spoilt beer record? 
 

Duty is paid on the nominal ABV. Therefore, for all eligible claims when beer is destroyed from 
container, the nominal ABV should also be used as the basis for duty reclaim. Where the actual ABV 
on a sample has been determined by analysis, this should be entered on the record for information 
– but not used for the duty reclaim. 

 
For beer destroyed in SBV, the ABV of the bulked beer (truncated to one decimal place) should be 
used. 

 
Diluted or adulterated beer is not eligible for reclaim. 

 

3.6 What about ineligible claims? 
 

Companies will need to assure themselves that spoilt beer is eligible for a duty reclaim and to be 
able to demonstrate that they have taken sufficient precautions to ensure that ineligible claims are 
not made. 
 
Such precautions could include a review of claims from outlets to establish patterns of claims, 
instructions to Authorised Company Representatives (ACR) to investigate suspect circumstances 
and to sample for adulteration. Such sampling and testing should be sufficient to minimise the risk 
of ineligible claims. 

 

3.7 How do I identify ineligible beer? 
 

If you do not analyse every container you should establish a sampling plan which should be set out 
in a formal written procedure. This plan may be simple – such as adopting a random sampling rate 
(e.g. 10%) – or it may be more sophisticated – for example, having a higher rate of sampling of 
beers considered to be at a higher risk of adulteration, and a lower rate for beers considered to be 
less at risk. 

 
The sampling rate chosen needs to consider not only the risk of adulteration, but also the 
consequences that could arise from unrepresentative sampling. If you decide that a random 
sampling rate of 10% is appropriate and 5% of the containers tested are found to contain ineligible 
beers, then the total duty element of the claim should be reduced by 5%. 

 

3.8 What is meant by laboratory testing? 
 

The criteria used to identify dilution or adulteration should be set out in the formal written 
procedure. 
 
As a minimum you should measure ABV. It should be noted that a low ABV reading alone is not 
definitive evidence of dilution, since ABV can be reduced as a result of action by beer spoilage 
bacteria and oxidation. Similarly, in certain circumstances a high ABV alone is not evidence of 
adulteration as ABV can increase as a result of wild yeast infection. However, in the absence of any 
other factors, HMRC will treat this as strong evidence of adulteration/dilution. 
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You may also wish to consider analytical error and release specifications when arriving at your 
decision on whether a beer is adulterated/diluted.  

 
3.9 Is there a choice whether to reclaim duty by container rather than in bulk in SBV? 
 

Yes. The amount of duty reclaim can be calculated from the entries on the spoilt beer record on a 
container by container basis. Alternatively, as a matter of convenience, you may destroy in bulk in 
SBV, subject to meeting all other requirements described above.  

 
If cask conditioned beers are included, the full amount of undrinkable sediment in each cask must 
be deducted from your quantity for reclaim as no duty has been charged on this originally. 
Remember that if you use a percentage sediment allowance, you must ensure that the deduction is 
calculated as a percentage of the cask volume, as though it were full. 

 

3.10 For how long must I keep records? 
 

Records should normally be kept for 6 years. They can, however, be destroyed earlier with approval 
from the National Advice Service or your allocated Large Business Office. (Notice 226) 
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4. REMOTE DESTRUCTIONS 
 
 

4.1 What is a remote destruction? 
 

Remote destruction is the term given to any destruction that occurs away from your Registered 
Premises, it could be in your distribution depot or your customers’ premises. 

 

4.2 Do any additional requirements apply to remote destructions?  
 

Yes, as well as the above requirements relating to record keeping, management controls and 
checks for ineligible beer, the following additional requirements apply for remote destructions:- 
 

 Notice 226 states that a credit to a minimum of the amount of the duty rebate must 
    be paid to the owner of the beer at the time it was deemed unfit for sale; 

 You must also hold a full written description of your management control procedures 
     [see 4.3 below] which should include details of the training and authorisation of  
     ‘Authorised Company Representatives’ (ACR) *see 4.4 below+; 

 

4.3 What is meant by management control? 
 

Any system for remote destruction contains a risk of abuse and fraudulent claims for duty relief. 
This risk can be minimised through ongoing management control, which entails: - 

 Established written procedures; 

 Management activities (monitoring) to ensure compliance with the procedures; 

 Exceptions noted and corrective actions taken; 

 Regular audit and review of procedures and activities; 

 Regular audit of spoilt beer returns to identify trends and irregularities. 
 

4.4 Can anyone be an Authorised Company Representative (ACR)? 
 

Representatives must be trained in the proper identification and systems for dealing with beers 
deemed unfit for sale, and must be fully aware of the company’s procedures. The ACR must be 
familiar with these Guidelines and of the legal position in relation to spoilt beer relief. 

 
When retail outlets sell beer or a range of products from different manufacturers, a brewer may 
choose to authorise a representative from another company to destroy spoilt beer on its behalf. 
Such authorisation should be evidenced in writing from one company to another. 

 

4.5 When must the spoilt beer record be completed for remote destructions? 
 

For remote destructions, the ACR must personally witness completion of the destruction, and must 
complete and sign the Spoilt Beer Record within one hour of a destruction taking place.  
 
In the case of a remote destruction at a retail outlet, the retail representative present must also 
sign the record. 
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5.  RECLAIMING THE DUTY 
 
 

5.1 How do I reclaim the duty? 
 

Any duty reclaim due for the reprocessing or destruction of unmerchantable beer should be offset 
against the payment due on your monthly EX46 return. The amount of the reclaim should be 
entered in Box 12 of the EX46. 

 

5.2  Is there a minimum amount that I can reclaim? 
 

Yes, the minimum amount of relief that you can claim in any accounting period is £50. If you 
destroy beer on which the amount of relief is less than £50 during an accounting period, wait until 
the total amount of relief reaches at least £50 before making a claim. This means that one claim 
may cover beer destroyed during several accounting periods. 

 

5.3 What happens if there is a change in the duty rate? 
 

When the duty rate changes, usually as part of the budget, separate entries must normally be made 
in the spoilt beer record to distinguish between beer charged with duty at the old and new rates. 

 
However, in practical terms HMRC do not object to bulking of beer at two rates in one destruction, 
so long as a system to apportion the total has been agreed in advance with them. In these 
circumstances, only one entry on the spoilt beer record is necessary for the destruction. 

 


