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MESSAGE FROM THE CHAIR AND THE PRESIDENT

What a year and
thank goodness for
the sun in September!

As an agricultural industry, we are always susceptible to the whims of Mother
Nature. A wet summer had many of us worried, but then along came the sun and
the plump fruit went from just fine to wonderful and plentiful: a record crop and
full tanks.

Farmers plan and adjust, as do we at the Winery & Grower Alliance of Ontario
(WGAO). We were able to anticipate, plan for and execute toward some things,
such as the legalization of cannabis, LCBO Period 7 planning, the implementation
of wine in grocery, and the provincial election (thank you, fixed election dates).
And as with every year, there were curveballs to hit. This year, the big one was
trade. From NAFTA to two World Trade Organization challenges and the Supreme
Court’s Comeau decision, trade played a surprisingly large role in the efforts of our
organization. More on that later.

Legalization of cannabis began with the federal government but the rubber really
hit the road when the provinces started to tackle how they were going to regulate
sales. WGAOQ participated in consultations through the first half of the year. Our
input focused on the need to separate the sales of cannabis and alcohol, the age
required for purchasing being the same as for alcohol, and where health effects are
a concern, including second hand smoke, cannabis should be treated like tobacco.
The provincial regulatory regime reflects much of our input, and we will continue
to monitor implementation.

Along with the Wine Marketing Association of Ontario (WMAQO) and the Wine
Council of Ontario (WCO), we are working closely with the LCBO on making
Period 7 “pop.” The leadership within the LCBO has been very open to our
thoughts and ideas. We will continue to work with our partners to energize Period
7 this year and for years to come. In addition, those who have visited the new
Winona LCBO store can see firsthand how the new layout moving forward is
positive for our industry.

While all of these issues are important, we must focus on the big picture.
Growing the Ontario grape and wine industry remains our first priority, and we
will work with the newly-elected provincial government to improve the health and
competitiveness of our industry. Key to this will be continuing to emphasize the
agricultural base of our industry. All of us are farmers. What sets us apart is the
immense value-add that we bring to the sector.

Over the course of a year, or sometimes several, we turn
grapes into a highly valued commodity. Along that journey,
we attract over two million visitors a year to our homes, farms
and businesses, contributing to the strength of the Ontario
economy and forming the foundation of vibrant regional
economies in our pProvince.

Del Rollo Aaron Dobbin
Chair President & CEO
Winery & Grower Alliance of Ontario Winery & Grower Alliance of Ontario



ONTARIO WINE INDUSTRY

INSIGHT CONFERENCE This year’s speakers included:

The 2018 Insight Conference was held Dr. Sylvain Charlebois, Dalhousie

on March 6, 2018 at the FirstOntario U.niveArsity ) )
Performing Arts Centre in St. Catharines. + Jill Wllnde‘att, Canadian Grapevine
There were over 175 industry, government Certification Network

and LCBO representatives in attendance. * Jeff Ryaﬁ, Canopy Growth
Corporation

« Jack Bensimon, Bensimon Byrne

« Joyce Gray and Carolyn O’Grady-
Gold, LCBO

* Michael Tutt, Arterra Wines Canada

* David Harrington, Loblaw Companies
Limited

The WGAO continues to be a sponsor
and co-ordinator of the Insight
Conference along with Arterra Wines
Canada, Andrew Peller Limited, the
Grape Growers of Ontario and Wine
Council of Ontario. Additional
sponsorship was provided by Ontario
Grape & Wine Research Incorporated
and the Agriculture and Agri-food
Canada’s AgriMarketing program -
Growing Forward 2.

The presentations can be accessed at
wgao.ca/insight-2018

ONTARIO’S WINE ECONOMY

INCREASE IN ONTARIO WINE
SALES IN 2017* (%)

VALUE VOLUME

LCBO 4.8 1.7
Winery Retail 3.7 1.1
Stores

Direct Delivery 10.9 10.6
to Licensees

TOTAL 4.9 21

*LCBO Quarterly Scorecard Q3 2017/18

 TOURISTS | 42

GEMERATING h; J\F

2017 Report, Canada’s Wine Economy - Ripe Robust Remarkable. Commissioned by the Canadian Vintners Association, the Winery & Grower Alliance of Ontario, the BC Wine Institute and Winery Association of Nova Scotia
www.canadianvintners.com | wwwwgao.ca | wwwwinebc.org | www.winesofnovascotia.ca
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KEY HIGHLIGHTS OF 2017/18

TRADE

This year was dominated by trade
issues within Canada, North America
and across the globe.

In many cases, trade across provincial
boundaries in our country can be more
difficult than across international
borders. The most recent effort in
Canada to address this was the Canada
Free Trade Agreement. During these
negotiations, provinces were unable to
come to a resolution on alcohol
beverages including wine and assigned
the task of trying to find a solution to
the Alcohol Beverage Working Group. In
the meantime, hope was on the horizon
as the Comeau case went before the
Supreme Court of Canada in December.
Unfortunately, the Court decision did not
support our industry. As an industry, we
will return our focus to the provinces
and the Alcohol Beverage Working
Group’s report on recommendations to
Ministers on July Tst.

The NAFTA negotiations dominated the
media in 2018. After President Trump
initiated the re-negotiation of NAFTA,
WGAO along with the Canadian
Vintners Association (CVA) and the BC
Wine Institute began an extensive
education program to ensure our
negotiators, provincial and federal
politicians, their staff and public servants
understood the actual facts on the
one-sided trade of wine between
Canada and the USA. We also illustrated

WINE TRADE WITH THE USA

how well American wineries have done
under the existing trade agreement
despite contrary statements from the U.S.
government. We have been in constant
contact with our negotiators, attended
negotiation sessions and will continue to
do so in order to make our case that
changes to access to our market for U.S.
wines is not necessary and would have a

massive negative impact on our industry.

Both the United States and Australia
have initiated WTO consultations on
wine. WGAO will continue to work with
the CVA and federal and provincial
officials to provide them with
information and defend ourselves
against jurisdictions that provide
hundreds of millions of dollars in
assistance to their own wine industries.

MINIMUM WAGE

The Wynne government increased
minimum wage to $14 this year and has
legislated a move to $15 next year.
WGAO made a number of presentations
to government arguing for a longer
implementation period to allow
businesses to better plan, prepare for
and adjust to the increase. While the
government has provided some
temporary assistance to growers, they
were unwilling to act on our
recommendations. For members, the
effects of this significant increase will
impact costs not only in the field but
throughout operations including tourism
facilities and restaurants.

USA CANADA COMPARATIVE
# of Wineries 9,091 604 15x
Annual Wine Production 326,000,000 20,601,000 16x
(9L cases)
Wine grape Acres 670,000 31,100 22x
Domestic Market Share 67% 32% 2x
Wine sales market share in 14.2% 0% -
Canada-U.S. respectively
Bottled wine exports to $480,465,457 $8,358,297 57X

Canada/U.S. respectively

¢ The U.S. dominates and owns the Canadian market as the #1 importer into Canada.
« The U.S. has a significant wine trade surplus of $450.6M with Canada.

From 1988-2016 the U.S. wine trade surplus has grown by $432.5M.
Since 1987 U.S. brand listings in Ontario has increased from 42 to 1,272 (30 times).

“We will continue to stand

up for Canadian agriculture,
Canadian produce, Canadian
wines. We know that there
are tremendous opportunities
for our wine industry to thrive
in the North American market
and indeed around the world.
And we will always stay
focused on exactly that.”

JUSTIN TRUDEAU
PRIME MINISTER

“It Is important for us

to remind our American
partners that the United
States also has measures

in place to promote and
protect jts own wine industry,
and American wine already
does very well in Canada. In
fact, the United States is our
largest supplier of imported
wine. The U.S. complaints to
the WTO are unnecessary.”

CHRYSTIA FREELAND
MINISTER OF FOREIGN AFFAIRS

“The priority of the
government is to look out

for the interests of Canadians,
and the wine growers,
including job creation and
trade opportunities in various
sectors and other venues.

We will stand up for Canadian
industries, specifically the
wine inadustry, and defend

our workers.”
HON. ANDREW LESLIE
PARLIAMENTARY SECRETARY TO THE
MINISTER OF FOREIGN AFFAIRS
(CANADA-U.S. RELATIONS)
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WINE IN GROCERY

By the end of 2017, there were 35 beer/cider/wine
authorizations for grocery, 35 for beer/cider/wine restricted
authorizations and 53 wine boutiques. A further 15 wine
boutiques will be in place May 1st.

For year one under the wine boutique regulation, 10% of wine
sold in boutigues operated by a winery retail store owner
must be VQA and at least 20% of the VQA wine sold must be
manufactured by other wineries. Though there have been
several early challenges, as of the end of January 2018 sales of
non-owner wine was over $2.6 million, showing that wine
boutiques can be a piece of the overall VQA growth plan.

Three principles have guided the implementation of wine
boutique stores: to meet/exceed the requirements set out in
the wine boutique regulation, to partner with grocers to
create an elevated wine shopping experience for the
consumer, and finally to make it all work for everyone
including owners, non-owners, grocers, the government and
the consumer.

[ . o —

CHALLENGES

Store adjustment period needed for ordering
LCBO 40 case minimum order

Limited storage space

LTO awareness and changes

UPC changes (vintage flip) without notification
GMS delists without notice

8 week lead time for Grocery product set up

LEARNINGS

Customers like buying wine, beer and cider in the
grocery aisle

Non-owner wines are on target

Sales mix has changed

Consumers gravitate to well known brands
Wine and beer together works best




ABOUT THE WGAO

The WGAO is committed to growth and
jobs throughout the entire industry
including agriculture, food processing,
manufacturing and tourism. The WGAO
represents the bulk of the industry in
terms of jobs, capital investments,

sales, exports and grape purchases.
Our members:

* Produce over 85% of the total wine
made in Ontario

» Purchase over 85% of the grapes
grown by independent farmers

* Have contracts with over 200
independent grape growers

* Own the largest tourism wineries in
the province with the most visitors

* Represent 89% of all exports made by
the Ontario wine industry

Ongoing industry related initiatives that
WGAO participates in include:

* Canadian Vintners Associations (CVA)

* Ontario Grape and Wine Research Inc.
(OGWRD

» Cool Climate Oenology and Viticulture
Institute (CCOVI) Advisory Council

» Cool Climate Oenology and Viticulture
Institute (CCOVI) Executive
Committee

* Best Bar None Ontario

* Wine Marketing Association of
Ontario

* VQA Marketing Committee
* Insight Conference Committee

+ Government Industry Steering
Committee

* Grape Negotiation Committee
» Grapes for Processing Industry
Advisory Committee (GPIAC)

* Ontario Wine Society

» Tourism Industry Association of
Ontario

» Culinary Tourism Alliance

» Greater Niagara Chamber of
Commerce

We would like to thank Destination
Ontario, the Wine Marketing
Association of Ontario and our
members for use of their photos.

4890 Victoria Avenue North, Box 4000 Vineland Station, ON, LOR 2EO Phone: (905) 562-9426 Fax: (905) 562-9559

OUR VISION

Growers and wineries together nurture a grape and wine industry that reflects
consumer demand and is sustainable and profitable for all stakeholders.

OUR MISSION

To increase the visibility and recognition of the economic and community value
of the Ontario grape and wine industry in partnership with all stakeholders.

To create consumer preference for our wine through the quality and value of
our products in every market segment.

WGAO MANAGEMENT TEAM

AARON DOBBIN
President & CEO

KAREN LOCH
Executive Assistant

BOARD OF DIRECTORS

GREG BERTI

Director, Andrew Peller
Limited

PAUL BOSC

Director, Chateau des
Charmes

JIM CLARK
Past Chair (Ex-Officio),
Colio Estate Wines

RYAN CONTE

Director, Megalomaniac,
John Howard Cellars of
Distinction

JOHN DE SOUSA
Director, Grower

MATT DIXON
Vice-Chair, Colio Estate
Wines

AARON DOBBIN
President & CEO
(Ex-Officio), Winery &
Grower Alliance of Ontario

ROB ENNS
Secretary-Treasurer,
Grower

DOUG HERNDER
Director, Grower

HANK HUNSE
Director, Small Talk
Vineyards

TOMMASO MAGNOTTA
Director, Magnotta Winery

TOM O’BRIEN
Director, Regional
Association, Cooper’s
Hawk Vineyards

DEL ROLLO
Chair, Arterra Wines
Canada

J. MURRAY SOUTER
Director, Diamond Estate
Wines & Spirits

PHIL TREGUNNO
Director, Grower

Members of WGAO include small, medium, and large wineries, independent grape
growers, and regional industry associations.

BRAND NAMES OF MEMBERS INCLUDE:

Arterra

Balance

Bodacious

Bricklayer’s Estate Wines
Chateau des Charmes
CHV Wines

Colio Estate Wines
Cooper’s Hawk Vineyards
Dan Aykroyd

EastDell Estates

Fresh

G. Marquis

*
<>
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Girls’ Night Out
Inniskillin Wines

Jackson-Triggs Niagara
Estate

Kittling Ridge
Lakeview Cellars
Magnotta Winery
McMichael Collection
Megalomaniac

Hat Trick - NHL Alumni

Niagara College Teaching
Winery - Dean’s List

WINERY & GROWER

ALLIANCE OF ONTARIO

Open

Peller Estates

Seasons By De Sousa
Small Talk Vineyards
Thirty Bench Wine Makers
Trius

20 Bees

Two Sisters Vineyards
Vintage Ink

Vinoteca Inc. Premium
Winery

Wayne Gretzky Estates

www.wgao.ca



