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Summary: Zurab Garakanidze, Ph.D., Giorgi Khvichia, Ph.D. candidate — The
possible influence of the recent RF’s wine legislation on the Georgian wine export
Despite Russia’s WTO accession in August 2012, control over imported foodstuffs
by Russian agencies

remains complicated and bureaucratic. While the legal framework has improved,
in practice, Russia has not yet taken all of the steps expected towards improving
the environment for trade. Moreover, since August 2014, Russia has had a ban on a
wide range of agricultural products from the United States,

Canada, European Union, Australia, and Norway and several other countries in
retaliation for economic

sanctions against Russia. This ban is now extended on the wine import in Russia.
On the one hand, by the end of summer 2019 the Russian President Vladimir
Putin signed a law under which the excise duty for wines have significantly
increased from January 1, 2020. The document published on the official portal of
legal information amends Part 2 of the Tax Code.

As appears from the document, the excise rate by usual wines will increase from 18
rub to 31 rub for liter in 2020, 32 rub - in the 2021st and 33 rub in the 2022nd. On
sparkling wines, the rate will increase from the current 36 rubles to 40 rubles/] in
2020, 41 rubles - in 2021 and 43 rubles - in 2022. The financial and economic
justification of the law states that its entry into force will ensure the receipt of
additional budget revenues in the amount for about 22 billion rubles annually.

At the same time, the law refers to sub-excise goods wine materials and grapes
used for wine production. Excise rates on them should be 31 rubles/l and 30

rubles/t respectively, with an increase of 1 ruble in the next two years. At the same
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time, wine producers from Russian grapes will be entitled to tax deductions. The
excise sums estimated when using the grapes belonging to the taxpayer on the
property right for production of wine, sparkling wine, wine materials, and
alcoholic drinks on technology of a full cycle will be deductible. The government
said the hike is necessary to increase budget revenues.

According to the current code, Russian usual and sparkling wines with protected
geographical indication and protected name of origin are subject to a preferential
excise rate.

The adopted changes equalize rates on Russian and imported wines, which brings
Russian legislation into line with WTO rules, the Ministry of Finance said earlier.
At the same time, the amendments allow to silent support Russian winemakers, as
beverage producers will be able to receive tax deductions on excise when using
their own grapes. As a result, the tax burden on excise for producers of wines from
domestic grapes will decrease in times and import duties, for example on Georgian
wine, will increase drastically.

On the other hand, the RF State Duma has adopted a bill regulating winemaking
and wine trade in Russia in the third and final reading. The bill is aimed to develop
the field, produce high-quality goods and protect citizens from fakes. The draft law
sets legal, institutional, technological and economic basis of winemaking and
winegrowing, determines conditions and order of the state support of this field,
fixes powers of state and regional authorities and legal position of people engaged
in winemaking and winegrowing.

Currently, Russia has no systematic regulation of winemaking. The legislative
proposal stipulates a consistent legal regulation of production and sales of the
winemaking and winegrowing products, an explanatory note to the document
read.

Moreover, existing legislation concerning alcohol production and circulation is
focused on highly alcoholic beverages and doesn’t control for the specifics of
Russian winemaking and winegrowing that prevents wine producers from
development and impedes state supervision, the bill’s authors believe.

The draft law envisages state aid to the development of winemaking and
winegrowing and determines its possible types.

The initiative also points the protectionist order of creation and activity of self-

regulatory winemaking and winegrowing organizations, which would be
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established in accordance with the territorial division of vinelands. The rules of
wine production and raw materials and supplies requirements are set in the bill as

well.
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