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Alcohol and Tobacco Tax and Trade Bureau, Treasury § 40.406 

Financial Management Service, De-
partment of the Treasury, Washington, 
D.C. 20220. 

(July 30, 1947, ch. 390, 61 Stat. 648, as amend-
ed (31 U.S.C. 9304, 9306); sec. 202. Pub. L. 85– 
859, 72 Stat. 1421, as amended (26 U.S.C. 5711)) 

§ 40.402 Two or more corporate sure-
ties. 

A bond executed by two or more cor-
porate sureties shall be the joint and 
several liability of the principal and 
the sureties. However, each corporate 
surety may limit its liability in terms 
upon the face of the bond in a definite, 
specific amount, which amount shall 
not exceed the limitations prescribed 
for such corporate surety by the Sec-
retary, as set forth in the current revi-
sion of Treasury Department Circular 
570 (Companies Holding Certificates of 
Authority as Acceptable Sureties on 
Federal Bonds and as Acceptable Rein-
suring Companies). (See § 40.401(c)) 
When the sureties so limit their liabil-
ity, the aggregate of such limited li-
abilities must equal the required 
amount of the bond. 

(July 30, 1947, ch. 390, 61 Stat. 648, as amend-
ed (31 U.S.C. 9304, 9306); sec. 202. Pub. L. 85– 
859, 72 Stat. 1421, as amended (26 U.S.C. 5711)) 

§ 40.403 Deposit of securities in lieu of 
corporate surety. 

In lieu of corporate surety, the man-
ufacturer of cigarette papers and tubes 
may pledge and deposit, as security for 
the bond, securities which are transfer-
able and are guaranteed as to both in-
terest and principal by the United 
States, in accordance with the provi-
sions of 31 CFR Part 225—Acceptance of 
Bonds, Notes or Other Obligations 
Issued or Guaranteed by the United 
States as Security in Lieu of Surety or 
Sureties on Penal Bonds. 

(61 Stat. 650, 72 Stat. 1421, 31 U.S.C. 9301, 9303, 
26 U.S.C. 5711, 5 U.S.C. 552(a) (80 Stat. 383, as 
amended)) 

§ 40.404 Amount of bond. 
The amount of the bond of a manu-

facturer of cigarette papers and tubes 
shall be not less than the maximum 
amount of the tax liability on the ciga-
rette papers and tubes manufactured in 
the factory, received without payment 
of tax from other factories, and re-

leased without payment of tax from 
customs custody as provided in § 40.452, 
during any month. In the case of a 
manufacturer commencing business, 
the production, receipts from other fac-
tories, and releases from customs cus-
tody, without payment of tax, shall be 
estimated for the purpose of this sec-
tion. The amount of any such bond (or 
the total amount where strengthening 
bonds are filed) shall not exceed $20,000, 
nor be less than $1,000. 

(72 Stat. 1421; 26 U.S.C. 5711) 

§ 40.405 Strengthening bond. 

Where the appropriate TTB officer 
determines that the amount of the 
bond, under which a manufacturer of 
cigarette papers and tubes is currently 
carrying on such business, no longer 
adequately protects the revenue, the 
appropriate TTB officer may require 
the manufacturer to file a strength-
ening bond in an appropriate amount 
with the same surety as that on the 
bond already in effect, in lieu of a su-
perseding bond to cover the full liabil-
ity on the basis of § 40.404. The appro-
priate TTB officer shall refuse to ap-
prove any strengthening bond where 
any notation is made thereon which is 
intended or which may be construed as 
a release of any former bond, or as lim-
iting the amount of either bond to less 
than its full amount. 

(72 Stat. 1421; 26 U.S.C. 5711) 

§ 40.406 Superseding bond. 

A manufacturer of cigarette papers 
and tubes shall file a new bond to su-
persede the current bond immediately 
when: 

(a) The corporate surety on the cur-
rent bond becomes insolvent, 

(b) The appropriate TTB officer ap-
proves a request from the surety of the 
current bond to terminate liability 
under the bond, 

(c) Payment of any liability under a 
bond is made by the surety thereon, or 

(d) The appropriate TTB officer con-
siders such a superseding bond nec-
essary for the protection of the rev-
enue. 

(72 Stat. 1421; 26 U.S.C. 5711) 
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