





LETTER FROM CHAIR AND PRESIDENT

Many wineries were able to greatly accelerate their e-commerce
platforms and serve their customers through direct delivery but it was
far from enough, especially for those reliant on farm-gate, licensee
and export sales.

We saw customers more engaged in buying Ontario and buying
direct. At the same time, we also saw that customers, particularly at
the LCBO, were focused on larger formats and value priced wines, a
trend experienced around the world during the pandemic.

In dealing with the moving yardstick that was COVID compliance we
want to thank the Wine Marketing Association of Ontario who worked
closely with Wine Growers Ontario (WGO) and Ontario Craft Wineries
(OCW) to get messages out to all wineries as the government and
local health officials adjusted the rules to cope with the various waves
of COVID.

The year brought a lot of change. We saw the resolution of the
Australian WTO trade challenge and efforts to address its
implications, changes in alcohol retail particularly at the restaurant
level, extension of the VQA Support Program and a one-time $10M
provincial fund to help wineries and cideries address the challenges of
COVID. We also saw several changes at our Board. Roger Vail stepped
down to focus on his business but thankfully we can still reach out to
Roger to get his valued views on our industry. Ryan Conte also
resigned from the Board but didn’t go too far as he is now at
Lakeview, and we welcomed Erin Mitchell fromm Megalomaniac to the
Board. Erin is well known to most of you and will bring her dedication
and insights to making our Board and Association an even more
effective voice for our industry.

John Peller, President & Chief Executive Officer of Andrew Peller
Limited, was named as an Officer of the Order of Canada. The Order
of Canada is one of our country’s highest civilian honours. This great
honour is a recognition of the 60 years of dedication and commitment
of the entire Andrew Peller family to growing our industry and
producing exceptional world class wine.

Looking ahead WGO will continue to focus on improving margins in
our key retail channels, retail modernization, the regulatory changes
associated with the Liquor License and Control Act and implementing
the changes needed to comply with the Australia trade dispute
settlement, while making our industry more competitive and poised
for greater success. All of this within the context of probable federal
and provincial elections before our next AGM.

Chair President & CEO
Wine Growers Ontario Wine Growers Ontario



WINE SALES AND TONNAGE

Approximately 84.1 million litres of wine made in Ontario sold Assuming all exports are VQA, approximately 50% of
on a rolling year basis.* Ontario’s grapes go to VQA and 50% go to value priced wines
(100% and International Domestic Blends).

2020/21 2019/20 % CHANGE 2020/21 2019/20 % CHANGE
LCBO 10.7 9.6 +11.7 LCBO 184.7 169.6 +8.9
Wine Retail 7.9 5.9 +33.3 Wine Retail 199.2 165.5 +20.4
Stores Stores
Direct Delivery 1.2 4.0 -70.5 Direct Delivery 22.1 69.9 -68.4
TOTAL 19.8 19.5 +1.3 TOTAL 406.0 405.0 +0.2

*Based on Ontario Wine Quarterly Scorecard Report Q4 2020/21 Rolling 13, ending March 31, 2021 and VQAO Export data 2020.
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KEY HIGHLIGHTS OF 2020/21

As we expected, COVID-19 put the
province’s efforts to modernize
Ontario’s retail system on the
backburner. There were, however, a few
changes as a result of the government’s
efforts to cope with the pandemic.

The largest of those changes was the
decision by the government to allow
restaurants and bars to sell alcohol with
take-out and delivery. For restaurants
and bars with a liquor sales license
issued before December 9 they are able
to sell liquor for take-out and delivery
with food, which has in many cases
enabled those businesses to set up
“bottle shops”. If the liquor sales license
was issued after December 9, those
establishments can only sell liquor for
take-out and delivery if the primary
purpose of the business is the sale

and service of food or liquor for
consumption on premises. This was an
important step in helping the restaurant
industry that has been so devastated by
COVID-19. WGO will monitor this closely
to ensure the domestic industry has
every opportunity to perform well in
this new channel.

The 2021 Ontario budget had two
pieces of good news for our industry.
It confirmed that the VQA Support
Program has been extended to
2022/23 and it announced a one-time
$10M fund for Ontario wineries and
cideries to help them address
challenges arising from the pandemic.
WGO is working with OCW to
encourage the government to get
those cheques out to the wineries

as soon as possible.

This year we were able to reach a
negotiated agreement with a
weighted average increase of 1.0%.

WGO worked with the federal and
provincial governments as well as our
industry colleagues in Ontario and
across the country to find a negotiated
outcome to the Australia WTO trade
challenge that would avoid a potentially
very damaging decision from the WTO.
It is very unfortunate that Australia,
who has seen their imports to Ontario



grow by almost 40% over the past five
years and who has their own excise tax
exemption program in Australia, would
bring the challenge in the first place.

In addition to the federal government
eliminating the federal excise duty
exemption for Canadian wines, key
components of the agreement for
Ontario are:

¢« No new additional restricted beer
and wine authorizations

¢ Phasing out over three years the
tax difference between Ontario
wine and non-Ontario wine sold in
off-site winery retail stores,
including wine boutiques

¢« Changing the definition of “small
winery” from 200,000 litres to no
less than 375,000 litres

¢ Reduce shelf space for VQA in
universal licenses by year two of the
agreement from 50% to no more
than 45% and by year three to no
more than 40%

Over 18,000 jobs are
created in Ontario

as a result of the Wine
and Grape Industry

A key part of moving forward is finding
a replacement for the federal excise tax
exemption. Without a replacement our
industry will be devasted. Many of you
reading this, along with 400 other
wineries across the country, have never
paid excise tax. WGO has worked with
Wine Growers Canada (WGC) and
wineries and growers in British
Columbia and Nova Scotia to develop
a program that will benefit the entire
industry and which the federal
government agrees is trade compliant.
In its 2021 budget, the federal
government has set aside $101M

over two years starting in 2022-23,

“to implement a program for the wine
sector that will support wineries in
adapting to ongoing and emerging
challenges, in line with Canada’s trade
obligations. The government will
continue to be there for Canada’s
domestic wine industry and the jobs it
supports.” This announcement comes
after months of work by WGO, WGC,
WGBC and WGNS, and with federal
officials to develop a trade legal
program to support our industry.

WGO will continue to work with Wine
Growers Canada and our partners
across the country to get greater
clarity from Agriculture on the details
of the program. We need certainty that
the program will be trade compliant,
and that it will be there over the long
term so Ontario wineries can make

the investments necessary to grow

our industry.

The province held consultations on a
number of regulatory amendments to
the Liquor License Control Act and
the Liquor Tax Act. WGO provided
feedback to this consultation and will
be responding to the draft regulations
when they are released.

The province also held consultations on
changes to the blue box recycling
program. As we had hoped, the
province will be maintaining the bottle
deposit program for our industry.



ABOUT WINE GROWERS ONTARIO

The WGO is committed to growth and jobs throughout the entire

industry, including agriculture, food processing, manufacturing
and tourism. The WGO represents the bulk of the industry in
terms of jobs, capital investments, sales, exports and grape
purchases. Our members:

« MAKE OVER 80% of the wine produced in Ontario

* Purchase the VAST MAJORITY of the grapes grown by
independent farmers

« OPERATE THE LARGEST TOURISM WINERIES in the province

with the most visitors

+ MAKE OVER 50% OF THE WINE made from 100% Ontario
grapes

* Are responsible for over TWO THIRDS OF THE INCREASE
IN VQA SALES AT THE LCBO over the past five years

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

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.

Ongoing industry-related initiatives that WGO participates
in include:

* Wine Growers Canada (WGC)
¢ Ontario Grape and Wine Research Inc. (OGWRI)

» 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

* 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

* Food and Beverage Ontario

* Ontario Chamber of Commerce

* Vineland Research and Innovation Centre, Stakeholder
Advisory Council

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

GREG BERT]I, Director
Andrew Peller Limited

PAUL BOSC, Director
Chateau des Charmes

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

ERIN MITCHELL, Director
Megalomaniac,

John Howard Cellars

of Distinction

JOHN DE SOUSA,
Director
Grower

AARON DOBBIN,
President & CEO
(Ex-Officio)

Wine Growers 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,
Vice-Chair

Diamond Estates Wines
& Spirits

PHIL TREGUNNO,
Director
Grower

AARON DOBBIN
President & CEO

KAREN LOCH
Executive Assistant

Members of WGO include
all sizes of wineries,
independent grape
growers and regional
associations. Brand names
of members include:

Arterra Fine Wines
Balance

Big Ideas

Bodacious

Bricklayer’s Estate Wines
Chateau des Charmes
CHV Wines

Colio Estate Wines
Cooper’s Hawk Vineyards
Dan Aykroyd

Dean’s List

EastDell Estates

Fresh

G. Marquis

Girls’ Night Out
Hopetown

Inniskillin
Jackson-Triggs

Kittling Ridge
Lakeview Cellars

Le Clos Jordanne

Lily

Magnotta Winery
Margo

McMichael Collection
Megalomaniac

Open

Peller Estates

playdate

Saintly

Sandbanks

Seasons

Serenity

Small Talk Vineyards
Stone Eagle

The Audacity of Thomas
G. Bright

Thirty Bench Wine Makers
Trius

Tzafona Cellars

20 Bees

Two Sisters
Underground Series
Unwined

Vinoteca Inc. Premium
Winery

Vintage Ink

Wayne Gretzky Estates

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

www.winegrowersontario.ca

@WineGrowerON



