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GENERAL BACKGROUND INFORMATION

Printhie Wines is a member of the Orange Region Vignerons Association, NSW Wine Industry Association and Winemakers’ Federation of Australia.
James Swift is owner and director of Printhie Wines and a former practising Chartered Accountant.
Printhie entered the wine industry in 1996 with the planting of the first 10ha of wine grapes and subsequent planting taking our vineyard plantings to a total of 34ha. In 2003 we built our winery and last year processed approximately 600 tonnes. We are a purchaser of grapes from the Orange Region annually, around 150 tonnes and we act as contract winemakers for five Orange Region vineyards.

Printhie Wines is involved in both domestic and export sales. Domestically we utilise distributors in NSW, Victoria & Queensland. We sell to the major chains such as Woolworths. We are currently a claimant of the WET Rebate and will adversely be affected financially by a reduction in the cap of $500,000 as currently proposed.
I have been involved in the WET Rebate discussion from mid 2015 and have attended meetings in Canberra with both politicians and ministerial staff. I have been in constant contact and had meetings with directors and staff of both our NSW body and our Federal body. I believe I have a good understanding of the issues of wine equalisation taxation and associated rebates. 
As an individual I do not have available reliable statistical data or detailed financial information that could only be available from the Australian Taxation Office and therefore I will not attempt to support my case with facts that are not available. I do however have a detailed understanding of the issues.  

UNINTENDED CONSEQUENCES OF WET REFORM

The government must take great care in passing reforms to the current WET Rebate system and in adjusting the maximum level of rebate.
As acknowledged by all concerned in this debate it was the wine industry that requested reform to stop rorts that have developed by parties making claims for the rebate. Our industry wanted to fix a problem not create a bigger problem for our producers that would result in financial disaster for those who are in the firing line to lose far more than just the $210,000 planned rebate reduction.
The wineries currently claiming rebates between $290,000 and $500,000 are those currently competing with the large wineries and the corporate chains in the domestic market and can least afford to lose the rebate. These wineries are also the expanding businesses within their regions. The consequences of the loss of rebate to them would include the following:
1. Financially they would be forced to increase prices to maintain financial stability. Price increases needed would be dependent upon individual circumstances however in our case and I would assume most cases, the increase would go beyond market acceptance and directly result in loss of sales. Scaling down production will be a real option considered necessary to maintain competitiveness. Grape growers and wine industry jobs will be more than threatened and I would see our business having to reduce production ( purchase less grapes ) and reduce staffing. The winners of course will be the large corporate entities and the supermarket chains as their competitors are forced out of the market. The losers, the consumer and our current customers. 
2. Regional Australian wine tourism will become affected. Again the targeted wineries form the backbone of the individual wine regions. Associated industries and jobs will be put at unnecessary risk. In NSW, the Hunter Valley have done some good work on this subject as has Western Australia & Tasmania.
WHAT I SUPPORT

I have and will continue to support the WFA position on the following points.

- Maintain the cap at $500,000.

- Remove the sale of bulk and unbranded wine from access to the rebate.

- Bring forward the removal of bulk & unbranded reforms ( I suggest 01/07/17 ).

- Tighten eligibility criteria for the rebate.
In addition, I do not support the concept of New Zealand producers eligibility for the rebate and will support any amendments or reforms that would exclude or reduce the New Zealand entitlements.

The government position on delaying action on bulk & unbranded wine and rorts is most concerning & beyond my comprehension. The logical and responsible action required is to act immediately by excluding bulk and unbranded, redefine eligibility and look at the savings over the next few years. Indications are that tightening eligibility etc will achieve the results to revenue that would satisfy all parties involved in this debate.
ELIGIBLE PRODUCER

Sometimes we cannot see the wood for the trees. I believe we have a classic case of this when trying to define who should be entitled to claim a rebate. In searching for a definition, words are added that then require qualification and then additional clauses to allow for additional circumstances. This scenario is all too familiar.

If we go back to where it began I believe we have the clue in the original intent as described by Treasurer Peter Costello. The WET Rebate was intended for regional vineyards & wineries owning grapes and making wine for sale domestically in Australia. The important and qualifying element is grape ownership.
The simple definition of Eligible Producer should be along the following lines.

“ A person or entity recognised by the Australian Taxation Office that has TFN, ABN & GST registration who has owned or acquired qualifying grapes or fruit throughout the entire winemaking process from harvest through to finished branded & packaged goods and is licensed by the appropriate State or Territory authorities to sell wine”.
Further I believe consideration should be given to an alternate licensing structure along the following lines. 

An Eligible Producer shall be required to obtain from Wine Australia a WET Rebate Claimants Licence and shall thereafter be required to submit an annual return to Wine Australia for renewal of this licence. Licence details will be supplied to the Australian Taxation Office for authentication of WET Rebate claims.
Related and associated entities as defined are excluded from holding additional WET Rebate Claimants Licence. The definition of related and associated entities needs to be expansive and go beyond normal concepts so that intended recipients of the rebate include only one entity within a corporate or family group.  
No requirement is needed for quantity of manufacture as the Australian Taxation Office guidelines ( Rulings ) regarding conducting a business as opposed to a hobby will take care of who has a valid TFN, ABN and GST registration. 
Under this proposal consideration of ownership or leasing of assets is not required. This definition covers exactly what occurs today between legitimate growers and wineries. If you own the grapes or fruit then you have an ongoing financial stake in the industry.
Wine Australia will be required to charge a substantial fee for the initial licence application and in addition should charge an annual renewal fee. Wine Australia will also have the right to conduct audits therefore reducing the compliance role of the Australian Taxation Office.
Penalties for false claims and non compliance should be serve and drafted to include the all parties involved in making fraudulent claims, namely grape growers, wineries & the claimant.
The concept of the industry taking control of its own operations can only be seen as a positive step in the right direction.

REBATABLE WINE  

In adopting the above simple definition of Eligible Producer the definition of Rebatable Wine also becomes simple.

“ Packaged and branded wine in a form fit for resale in a container not exceeding 30 litres owned by the Eligible Producer who is the holder of the WET Rebate Claimants Licence “.
The container size has been increased from the proposed 5 litre amount to cater for both wine and cider. As discussed in the implementation paper cider is sold in keg formats common in the industry. Likewise wine is sold in the same way. Printhie has been selling wine in 30 litre format into the hotel and restaurant industry for the past 3 years. 

The larger volume 30 litre keg type containers have developed from a need within the hotel and restaurant industries. This format is both sustainable and responsible in assisting with health and safety issues. It is inconsistent to allow 30 litres for cider and 5 litres for wine when in fact both are wine by definition.
Particular attention also needs to be given to the cider industry. Cider has grown greatly over the past decade and practices for making cider have developed beyond the traditional methods. Conditions for eligibility of the WET Rebate should be the same as wine, ownership or purchase of the fruit. Purchase of bulk juice and concentrate should be excluded from eligibility of the rebate. 

CONCLUSION
Our industry requested reform and change from the government. I believe our industry, and in particular myself, are confused about what the government require and what savings, if any, are required to be put up by our industry. We are further confused and concerned by the approach of the government in not wishing to take immediate action on bulk and unbranded wine and fix known rorts.

The industry will happily take up the challenge of reform and assist government in achieving savings required should the government provide the opportunity and numbers.

I would recommend that immediate action be taken on bulk and unbranded wine and that the results be monitored for the following two years to ensure that the government expectations are met and the savings required are achieved.

