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digebility Unit; Seoall Bustness Tax Division. .




ADDITIONAL INFORMATION
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AGENDA ITEM 1: STATE OF THE WINE INDUSTEY,
522

- To-Anpast-2013, the WEA-published a0 extensive seport om the state of the wine judustzy,

entitled Fxpert Report on the Profitability & Dynamics of the Australian Wine Industry {see
Attachment B), along with a supplernentary paper proposing actions for the wine industry to
fmprove its performance (see additionat information below ander Agenda Jtem 2).
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«  The repoct also draws attention to the current wine tax regime, Which allows eligible wine
produces to claim a rebate on the WET (see below for fuher infonmation wnder Agenda
Ttem 2.

AGENDA ITEM 2: WEA REPORT, ACTTIONS FOR INDUSTRY PROFITARILITY 2014
2016 )
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In December 2013, WFA released its repott, Activns for Industry Profitability 2014-16 (see
Attachment C), The report was the result of a review by WA, aimed at providing a
camprehensive blveprint for retuming profitability and restoring asset values in the industry.
The review incloded extensive industry consultation and proposed a nmmber of actions to
boost industry’s performance, inclnding:
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~  reforming fhe wine equalisation tax rebate to support regional commupities;
s22

"The report provided 43 Actions under eight themes. The eight themes are:
s22

5.  Retain with changes to the WET xebate;

Retain the WET rebate to ensure that it is working within its original policy intent
and seek policy changes to improve the workings of the WET rebate on the wine
industry, consistent with the original intent.
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See below for additional information on the following themes;
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—  Retain with changes fo the WET rebate; and
22
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Retain with changes ta the WET rebate

+  The wine cqualisation tax (WET) is  value-based tax levied at 2 rate of 25 per cent of a
product’s wholesale valne and was introduced in 2000 when the formex wine laxation system

{a wholesale sales tax of 41 per cent) was replaced with the GST.




~  The ohjective of WET was {o enstre thal the pricing of wine did not change much from
that existmg prior to the GST.

WFA 1s concerned that the wine produces rebate, which allows eligible wineries to claim an

exenption from the WET-(cepped-at $500,000 per-yeas); is being exploited in a way that is
rontrary to its erdgina] policy intent of supporting regional development and investmont in the
wine indusfry, ]

—  The producer rebate scheme applies to alt products subject to WET, whether they're
sold by wholesale, retail (at the cellar door, by mail order of internet), or applied to own
use (for cxample, wine nsed for tastings or promotions),  This effectively means that
most smali wine producers pay no WET at all,

—  The ATO is aware of these concerns and a focus of the ATO"s 2013-14 Compliance
Program is the investigation of strnciyral arrangements that artificially create
entitlements to the producer rebate. Fhe former government also dextook tainor
amendnents to tighten eligibility arcmd claiming fhe producer xebute for wine used in
blending or farthor manufacture,

There has been extensive media reporting in the first week of Februaty 2014
(Weekend Finaucial Review, ABC News) that the ATO is calling in the Pedoral
Police to Investigate rorting of the WET producer rebate scheme,
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