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taxed according to alcohol content. Still wines containing 
not more than 14% alcohol by volume are taxed at a rate 
of $1.07 per wine gallon; while those containing more than 
14% but not more than 21% alcohol by volume are taxed at 
$1.57 per wine gallon. For wines containing more than 21% 
and not exceeding 24% alcohol by volume, the rate jumps 
to $3.15 per wine gallon. Wines containing more than 24% 
alcohol by volume are classified and taxed as distilled spirits.

Beer is taxed at a rate of $18 per barrel (the equivalent of 
31 gallons). To put this into perspective, the federal excise 
tax on a 750-ml. bottle of distilled spirits (at 80 proof ) is 
$2.14. The tax on the equivalent amount of beer would be 
slightly over 10 cents. It’s unclear why the tax on distilled 
spirits at both the federal and state level is so high com-
pared to other alcohol, but a common hypothesis is that 
it is due to the higher alcohol content per drop, or unit, 
of distilled spirits. In response, some commentators have 
argued that taxes should be adjusted to reflect the respective 
contribution of each type of alcohol to overall societal costs. 
Under this analysis, they argue beer would bear the highest 
share of excise taxes because research suggests beer is most 
often linked with negative outcomes related to excessive 
drinking, likely because of its lower price relative to other 
types of alcohol.

Product Tax

Distilled Spirits $13.50 per proof gallon

Champagne and Other Sparkling 
Wines

$3.40 per wine gallon

Artificially Carbonated Wines $3.30 per wine gallon

Hard Cider 22.6¢ per wine gallon

Still Wine < 14% ABV $1.07 per wine gallon

Still Wine > 14% ABV to 21% ABV $1.57 per wine gallon

Still Wine > 21% to 24% ABV $3.15 per wine gallon

Still Wine > 24% ABV $13.50 per proof gallon

Beer $18.00 per barrel (= 31 gallons)

Liability for the federal excise tax on distilled spirits arises 
when the alcohol is produced, but the tax is not determined 
and payable until bottled distilled spirits are removed from 
the bonded premises of the production plant. Likewise, lia-
bility for the federal excise tax on wine and beer accrues 
upon production, but it is not payable until the wine is 
removed from the bonded wine cellar or winery or the 
beer is removed from the brewery for consumption or sale. 
Generally, bulk distilled spirits and wine may be transported 
in bond between bonded premises and beer may be trans-
ported between commonly owned breweries without paying 
the tax. However, the tax liability follows these products and 
becomes due when the alcohol is consumed or sold.

In addition to federal excise taxes, states also impose 
significant excise taxes on alcohol, particularly distilled 
spirits. As of January 1, 2016, the highest excise taxes on 
distilled spirits were imposed by Washington, Oregon, 
Virginia, Alabama and Alaska. Wyoming and New 
Hampshire have some of the lowest excise taxes on liquor, 
followed by West Virginia, Missouri, Colorado and Texas.

Finally, the great majority of states impose sales tax on 
distilled spirits on top of state and federal excise taxes, 
and some states impose even more taxes! For example, 
Kentucky—the touted bourbon capital of the world—
imposes an excise tax, wholesale sales tax, and retail sales 
tax on distilled spirits. Wholesalers in Kentucky are also 
required to pay a “case tax” on each case of distilled spirits 
sold in the state. In addition, unlike any other state in the 
nation, Kentucky imposes a property tax on distilled spirits 
located in a bonded warehouse. Thus, in addition to high 
federal excise taxes, distilled spirits may be subject to a 
variety of state and local excise, sales and even property taxes, 
all resulting in a bigger price tag for the ultimate consumer. 

PATH Act
One recent piece of legislation with ramifications for the 

alcohol industry is the Protecting Americans from Tax Hikes 
of 2015 (PATH Act). The PATH Act was signed into law at 
the end of last year, but its provisions related to alcoholic 
beverages do not go into effect until 2017. The PATH Act 
removes the bond requirements and extends the filing due 
dates for certain taxpayers with limited excise tax liability. 
Starting with the calendar quarter beginning on January 1, 
2017, taxpayers who reasonably expect to be liable for not 
more than $1,000 in excise taxes on distilled spirits, wine, 
and beer for the calendar year, and who were liable for not 
more than $1,000 in such taxes for the preceding year can 
pay these taxes annually, rather than quarterly. In addition, 
taxpayers eligible to pay alcohol excise taxes annually 
under these new provisions, as well as taxpayers currently 
eligible for quarterly filing under the law (i.e., taxpayers 
who anticipate being liable for no more than $50,000 in 
alcohol excise taxes and who were liable for no more than 
$50,000 in excise taxes the preceding year) are exempt from 
the requirement of furnishing a bond covering operations or 
withdrawals of distilled spirits or wine for nonindustrial use 
or of beer for any purpose.

The United States began taxing distilled 
spirits not long after the nation was founded; 
federal excise taxes on alcohol have their origin 
in the Distilled Spirits Tax Act of 1791.


