
August 30, 2019

Mr. Brennen Young
Director
Policy and Strategic Planning
Regulatory Affairs Sector
Email: RCD-DCMR@tbs-sct.gc.ca

Dear Mr. Young:

Re: Regulatory Modernization – Targeted Regulatory Reviews

We appreciate the opportunity to provide comments on legislation which may impede the
economic development and competitiveness of the Canadian grape and wine industry.
According to the March 2017 report Canada’s Wine Economy prepared by Frank,
Rimerman + Co. LLP, the Canadian grape and wine industry contributes $9 billion in
economic impact across the country, including attracting 3.7 million tourists generating
$1.5 billion of tourism related economic impact, and $1.1 billion of tax revenue.

Canadian excise duty on wine is imposed under the Excise Act, 2001. Budget 2006
increased alcohol excise duties to offset the impact of a goods and services tax rate
reduction and were designed to be revenue-neutral1. At the same time, an excise duty
exemption on wine made from 100% Canadian-grown agricultural products was
introduced. This exemption has been a critical factor in stimulating investment and growth
in the Canadian grape and wine industry. Today, according to the Canadian Vintners
Association, the excise exemption provides tax relief to more than 700 wineries producing
49 million litres of grape wine, equivalent to 10% of the Canadian  retail market. The
exemption is not used to provide a Canadian price benefit, and the $30 million in annual
federal tax relief is re-invested in new equipment, technology,  vineyards, and jobs.

In Ontario, more than 40,000 tonnes of grapes are used for VQA wine production,  leaving
40% of an average crop for production of International Canadian Blend wine which, in
Ontario is required to contain as little as 25% Ontario grape content. The  excise duty
exemption on wine made of 100% Canadian-grown grapes has proven to be

1 Archived Federal Excise Duty on Wine, Department of Finance, News Release 2006-027,

https://www.fin.gc.ca/n06/data/06-027_2-eng.asp
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The Grape Growers of Ontario (GGO) is the official organization operating under the
authority of the Farm Products Marketing Commission, which represents all of Ontario’s
500 processing grape growers of 17,000 acres of vineyards, including 190 wineries.
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a critical factor in improving the competitiveness of domestic grapes and influencing
Canadian-based wineries to produce wine made of 100% Canadian agriculture content.

Excise duty is charged on wine with rates of duty outlined in Schedule 6 of the Excise Act,
2001. Following the March 2017 federal budget, section 135.1 (2) of the Act introduced an
annual increase in the rates of excise duty on alcohol based on the consumer price index.
This legislated escalator of the excise duty has directed attention to the excise exemption
provided to our domestic industry and, in November 2018, Australia requested the
establishment of a World Trade Organization (WTO) panel regarding a number of federal
and provincial policies of mark-ups, fees and taxes on wine, including excise tax.

The Canadian grape and wine industry is seeking a resolution outside of the WTO that will
ensure protection of the excise exemption that is fundamental to stimulating private
investment in the Canadian grape and wine industry. Industry discussions with  Australian
wine producers suggest that the elimination of the consumer price index escalator of
excise duty may persuade Australia to remove their challenge against Canada’s excise
exemption.

Canadian grape growers and wine producers face higher costs of production and a heavy
burden of tax when compared to our major wine competitors. The Grape Growers of
Ontario encourages the federal government, as part of its regulatory modernization, to
consider the negative impact that the annual indexation of the excise duty and the resulting
challenge to the excise duty exemption for 100% Canadian-grown wine has on our
domestic industry.

The GGO appreciates the opportunity to provide our comments and would be pleased to
provide additional information as required. Please consider this submission as commercial
confidential.

Yours truly,

Debbie Zimmerman, CEO
Grape Growers of Ontario
d.zimmerman@grapegrowersofontario.com

c Honourable Bill Morneau, Minister of Finance of Canada
Honourable Marie-Claude Bibeau, Minister of Agriculture and Agri-Food
Matthias Oppenlaender, Chair, Grape Growers of Ontario
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