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Survey method

» The Cellar Door and direct-to-consumer survey was conducted by Wine Australia for the second time in
2019, following a positive response to the inaugural survey conducted in 2018 with funding provided as
part of the Australian Government’s $50 million Export and Regional Wine Support Package.

* In 2019 the survey was conducted in collaboration with Wine Business Solutions, in order to rationalise
survey load for wineries, increase the pool of potential respondents and enable international
benchmarking of results. The International Report produced by Wine Business Solutions covers some
detailed analysis of the survey results not included in this report as well as international comparisons.

» There were some changes to the questions, particularly relating to income, to enable more accurate
data to be collected and ensure alignment with the US, New Zealand South African surveys. This made
the survey more time-consuming to complete.

» The survey was conducted via an online survey using Survey Monkey.

* An invitation to participate was sent to over 2000 wineries in August 2019. 124 respondents completed
the survey (compared with 180 in 2018), with a higher proportion of larger wineries participating.

» The results show a good alignment with last year’s results and with other sources of data for the overall
wine sector.



Participation by production size

Participation in the survey
was weighted towards larger
wineries.

One quarter (25%) of the
survey respondents produced
more than 50,000 cases,
while wineries producing
under 5000 cases accounted
for 26% of the sample.

The smallest winery sizes are
therefore under-represented
in this survey compared with
their estimated share of the
wine sector population (66%).

13%

13%
12%

nnual 9l case 2304
production

share of
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17%
22%
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Limited production
(<1000 cases)

Very small (1000-
4999 cases)

Small (5000-19,999
cases)

® Medium (20,000-
49,999 cases)

m Large (50,000-99,999
cases)

m Very large (100,000+
cases)



Wine sales
benchmarks
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Revenue growth by winery size

The survey found strong
revenue growth in 2018-19
for most winery size
categories, although the
overall result was static. The
decline in revenue in the
large winery size category
was largely attributable to
bulk wine sales. Given the
small sample size, this may
not be representative of all
wineries, but the result is
consistent with a reduced
crop size in 2018 making less
bulk wine available.

Total sample average -0.2%

Very large (100,000+ cases) -3% [
Large (50,000-99,999 cases)

Medium (20,000-49,999 cases)

Small (5000-19,999 cases) 9%
Very small (1000-4999 cases) 7%
Limited production (<1000 cases) 10%
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Revenue growth by sales channel

Revenue growth by channel
showed the strongest growth
to be in the DTC channel.

The survey under-estimates
the growth in exports, which
was reported in the Wine
Australia Export Report for
2018-19 as 3% growth.

The strong growth for smaller
wineries (see previous slide)

reflects their greater reliance

on DTC sales.

Overall average - 0
(packaged) 3%

Domestic wholesale 3%

Exports (packaged) 0%

Third party online

V)
retailers 3%
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DTC as share of total sales

DTC sales are relatively high
value — with value share

Volume m®mValue

80%

found to be above volume 20% 68%
share across all size 60% D7% 58%
categories. 50% 419, 47%
Overall DTC accounted for :gz;z 27% 30% -
17% of all wine sales by 20% 179l 19% 17%
value — an estimated $1 10% 1067 3%
billion. 0% H -
Smaller winery sizes have a ofb%‘z’%\ OQ?Q’%\ 0@%0%\ oq,e@%\ o'b%@%\ o,z,é”%\ &«’b&
stronger reliance on DTC as A 2 - < IS Q\ef*’
a share of their total sales, S N Qf\q‘ Q'@‘ QQQ’” N &

, o XS N S S O O >
with wineries under 5000 RO RS S T PO
cases deriving more than half ~ «° C\%‘Q o O A@\
their income from DTC sales. \}5\@’ \? Q° M
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Average revenue per bottle by channel

DTC sales were found to be
the highest value for wine
businesses across all
channels (packaged wine).

Third party online retail was
found to be a relatively low
value channel — typically
operating as a discount
outlet.

Overall average
(packaged)

Domestic

wholesale $7.76
Exports $6.21
Third party online $5.74

retailers

Average value per bottle
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Average DTC revenue by winery size

On average across all
survey respondents, DTC
revenue was just under $1
million in 2018-19. This
amount was significantly
higher than was found in
the 2017-18 survey —
reflecting the higher
proportion of larger wineries
in the sample.

The benchmarks by size
category were comparable
to 2017-2018 (allowing for
9% growth) except in the
smallest and largest size
categories.

Total sample average

Very large (100,000+
cases)

Large (50,000-99,999
cases)

Medium (20,000-
49,999 cases)

Small (5000-19,999
cases)

Very small (1000-4999
cases)

Limited production
(<1000 cases)

$914,349

$1,753,704

$1,843,070

$867,935
$319,253
$56,272
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DTC revenue share by category

Cellar door sales accounted
for 53% of DTC revenue in
2018-19, up from 44% in
2017-18. Wine club and
database sales also
increased: up from 25% to
31% of DTC sales.

There was an unexpectedly
high contribution from sales
of wine through ‘own
restaurant’.

Restaurant Events

50 2%

Website
9%

Cellar door
53%

Overall DTC
channel split

Club/database
31%
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Growth in DTC revenue by category

Overall DTC value growth
was 9 per cent in 2018-19,
driven by similar growth in
cellar door and club/database
sales.

The highest growth rate was
for events; however this was
from the lowest base.

Own restaurant - 3%

Own website 9%
Club/database 10%
Cellar door 8%
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Average DTC case value by category

The average case value for
cellar door sales was 10 per
cent higher than for own
website and 20 per cent
higher than club/ database.
However, costs in this
channel are also likely to be
higher.

Average wine sales value in a
winery’s own restaurant was
more than 50 per cent higher
than other categories.

Cellar door $243
Own website $223
Club/database $208
Events $195 Exc GST
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Cellar door
benchmarks
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Share of cellar doors by days open

The survey found that over
two-thirds (69%) of cellar
doors are open 7 days.

The percentage of cellar
doors open 7 days has
increased since the 2018
survey (from 62%).

There seems little uptake in
Australia of the ‘by
appointment’ model used
increasingly in the USA. This
Is not simply a less frequent
‘on-demand’ option for
standard tastings, but a
different approach of
conducting pre-booked,
tailored tasting experiences.

Appointment

Weekends 6%

9%

3-6 days
16%

7 days
69%
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Percentage of wineries charging for
tastings

One of the most significant

changes from 2017-18 was

the increased proportion of

wineries charging for Yes

79%

standard tastings — up from ® Premium
29% to 52%.
This suggests a change from = Standard
treating wine tastings as ‘free

w2018

product samples’ to
considering them a valuable

experience in their own right. 71%

Respondents were more
likely to charge for premium
tastings; however, one in five
still did not charge for these.
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Tasting fees for standard tastings

While more wineries charged
for tastings, the amount
charged for standard tastings
had hardly changed since
2017-18, with 57% of
respondents charging $5 and
33% charging $10 per
person.

This appears to indicate a
reluctance among the
majority of wineries to charge
more than a ‘token’ amount
for a tasting — despite the
increasing recognition of the
value of charging for the
tasting experience.

Standard tastings (n = 58)

Average $7.20
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Tasting fees for premium tastings

The range of fee options for
premium tastings was much
larger than for standard
tastings, while the average
(excluding variable amounts)
was nearly three times as
high at $19.60 per person.

Premium tastings (n = 75)

Average $19.60
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Tasting area layouts

Respondents were asked
what percentage of tastings
they conducted in each of the
listed styles. Those wineries
that conducted premium
tastings had a smaller share
of their tastings conducted at
the bar. Those that charged
for premium tastings had a
higher share of tastings

nominated as ‘casual seated’.

A very small percentage of
tastings overall was
dedicated to food and wine
matching.

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

mN/A mNo mYes

Legend indicates whether winery charges
for premium tastings. ‘N/A’ means no
premium tastings conducted.

Casual bar Casual seated Structured Group Food and wine
seated matching
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Requirements for reimbursement

The survey found that

reimbursement of tasting fees 13%
was still predominantly based Other ‘ 17% =201
on a minimum number of =2018
bottles purchased. o 1%
Join wine club L 4%
However, the proportion of
wineries not reimbursing MJ?(I:E;;E . 8%
tasting fees has greatly I?amount) 17%

increased since 2017-2018. o
_ _ Minimum 48%

Of those who described their purchase - .

minimum requirement for (bottles) oo%

reimbursement, 67% We don't 30%

nominated a single bottle reimburse “

purchase and another 13%

nominated ‘any purchase’.
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Counting visitor numbers

The survey found that the
majority of respondents
counted visitors, using a
variety of different methods.
There was a high reliance on
the manual method of staff
estimates, while some using
the POS system noted that
they estimated visitors by
multiplying the number of
sales by a factor — but this
factor was not standard.

Visitor numbers are the basis
of a number of key metrics for
businesses including
conversion rates to sales and
to wine club members.

Other
4%

No counting

POS 21%

24%

Door counter
16%

Staff estimates
35%
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Annual visitor numbers to wineries

Across all respondents, the
average number of visitors in
2018-19 was 17,603.

This number is consistent
with the overall figure
reported in the 2018 survey,
(15,935), allowing for the
higher proportion of larger
wineries in the sample.

There was virtually no growth
reported in average visitor
numbers year-on-year.

The chart shows average
annual numbers of visitors
per winery by region for
regions with a minimum of 5
responses.

Overall average [ 17,603
Hunter Valley || :90.602
varra Valley || NG 30.175
McLaren Vale |GGG 29857

Mornington Peninsula

Margaret River |GG 190,286

Tasmania 12,025
Barossa Valley 11,924
Geelong 9,902
Adelaide Hills 8,568
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Visitors to wineries: another angle

By comparison, this chart
shows the total number of
domestic tourists who
reported visiting at least one
winery in 2019 (YE March).

The total across all wine
regions was 8 million, with a
total spend of $9 billion.

Growth in the latest 12
months was 2%.

Source: Tourism Research
Australia (TRA) data

Mornington Peninsula (1st)
Margaret River (2nd)
Hunter (3rd)

Barossa Valley (4th)
McLaren Vale (5th)
Tasmania (6th)

Yarra Valley (7th)
Geographe (8th)

Geelong (9th)

Canberra Districts (10th)
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Comparison of visitor statistics

Modelling of TRA data shows
a good correspondence in
most regions between the
reported numbers in the
survey and tourism research
figures.

The modelling is based on
adding domestic and
international tourist numbers
and assuming every visitor
visits 4 wineries per region
and there are 100 wineries in
each region.

Hunter Valley  — o5
Yarra Valley o™ 8

McLaren Vale s 13 m DTC survey data

Mornington Peninsula — by
- I
Margaret River _19 - ® TRA data (modelled)
l—— E

Barossa Valley I 17

Geelong

B s
e 9
Adelaide Hills e S

Annual visitor numbers per winery in 000s (estimated)
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Wine clubs
and
databases

Wine Australia October 2019

25



Collection of email addresses at the

cellar door

The overwhelming majority (82%) of survey
respondents reported that they collect email
addresses at the cellar door.

However, the comments added to their
responses indicated that in fact:

* many people only collect addresses if the
customer joins the wine club

» collection attempts are not always
successful

* most respondents think that they could
collect email addresses more effectively.

Collecting email addresses is important, but
needs to be part of an overall strategy for
developing meaningful customer
relationships. Unqualified sign-ups or poorly
targeted emails will lead to a high bounce

rate for communications.
Wine Australia October 2019

Do you collect email
addresses at the cellar door?

No
18%
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Collection of email addresses at the
cellar door - comments

NO (18%) YES (82%)
‘Only if they join up as a
member’

‘Only if they subscribe to
mailing list’

‘However new POS due soon’

‘I haven't worked out how to
do this without being
intrusive’

‘We need to’

‘If they join the mailing list’
‘If possible’

‘We try to’

‘Only on a casual basis’
‘Only about 20% give them’

‘But not well enough’

Wine Australia October 2019 27



Club membership statistics

Net growth
in 2019 rate

Survey results

Limited production (<1000 cases)

Very small (1000-4999 cases)

Small (5000-19,999 cases)
Medium (20,000-49,999 cases)
Large (50,000-99,999 cases)

2177
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Club membership statistics vs USA

The club membership statistics derived from
the survey compare favourably with those of
the USA (Silicon Valley bank survey 2019).
While the new sign-up rate is higher for USA
wineries, this is countered by a higher
attrition rate, reflecting less qualified sign-ups
being obtained.

Australia

Only 27% of Australian wineries (based on
survey responses) have an incentive
program in place for wine club sign-ups. This
compares with 64% of wineries in the USA in Net growth rate
2017 (likely to be higher now). However, the

comparison shownhere suggests that an

incentive program may not result in better

long term growth or retention rates.
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Charging for freight to club members

The survey found that 61% of
wineries did not charge
freight for club members.

Only 16% provided free
freight as an incentive for
achieving a certain level — eg
larger orders or higher tier
wine clubs. This is considered
to be an effective strategy for
increasing the value of sales
to club members (or
wherever freight is required).

Do you charge freight for club members?

Free for
qualifying orders
16%

Yes - flat rate
10%

Yes - cost-based
5%
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Effectiveness of various club
offerings

The survey found that 82% of Full user choice only (35%) $262,915
wine clubs offered one of
these three combinations,

with the mogt popular bemg Set packs + full user choice (27%) $354,319
full user choice only (35%).

Based on average wine club

income for the different Set packs only (20%)
options, the chart shows that

full user choice does not

necessarily generate the

most income.

Average annual club revenue

Overall average income per
member was found to be
$184 per annum — or less
than one case.
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Effectiveness of conversion from
visitor to club member

The average number of new
wine club sign-ups in 2018-19
across all survey respondents
was 572. This gives an
average conversion rate of 3%
from cellar door visitors to club
members.

NB This figure assumes all
sign-ups occur at the cellar

door, which may not be correct.

Therefore it may over-estimate
the conversion rate from cellar
door visitors.

Relatively small increases in conversion rate can result in
significant increases in revenue. For example, an increase
from a 3% to a 5% conversion rate for an average winery
(based on survey statistics) would result in a 20% increase
in wine club revenue.



33

Communications
and customer
relationship
Mmanagement
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Methods of communication

The survey found that 80% of
wineries use an email
marketing service to
communicate with their
customers. Personal phone
calls featured strongly, with
nearly half the respondents
using this communication
method.

There has been an apparent
decline in direct email, which
decreased from 84% in the
2017-18 survey to 41% in the
2018-19 survey.

90%
80%
70%
60%
50%

Printed Direct Email
newsletter emails (eg marketing
using service - eg
Outlook) MailChimp
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Phone
(personal)

40%

30%

20%

10% I
0%

Phone Social
(external media
telesales (direct
company) messaging

not general
posting)
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Frequency of communication

The most common response
to the question ‘How often do
you communicate with your 40%
customers?’ was ‘More than 6

times a year'.

45%

35%
30%
More than three-quarters of
respondents were
communicating with their 20%
customers at least quarterly.

25%

15%
10%
0%
Once ayear 2-3timesa Quarterly 5-6timesa More than 6
or less year year times a year
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Most useful social media for DTC

Respondents were asked
which social media platform
was most useful for their DTC
business (not marketing).

Facebook came out on top,
with Instagram a close
second and the combination
of the two third. There was no
mention of any other social
media platform except one
mention of LinkedIn (in
combination with the others).

Not sure/none

Emails/mailchimp 8%

7%
Facebook and
instagram
12%

Instagram
30%

Facebook
43%
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Use of software for DTC business

What software do you use for CRM? What POS system do you use?
35%
30%
25% 20%

25%

0
15% 10%

< X N S S 2 2 2 S 2 QO & N o~ [} )
& & ) P S S & 2 S \Q@.@Q,«\oé\o\%\o\o\oo\,
O\\S\ 0\\ \% {b(Q\Q ) ) (Q\% é\oﬁ ‘ \{\$\ L O\ é)\k (.00\? \\$ A\ \(QQ %\Q\OQ ‘2\\,\_& ) &&\0 s{\$ ) Q/Qg QQ’
& & F & &7 ¥
& O\\’ %) N
N 9

Over two-thirds of survey respondents (69%) said they use a CRM system for managing
customer records. There was a wide mix of software systems nominated, with only
WineDirect and EzyWine receiving more than 10% of nominations.

For POS systems there was an even wider range of options chosen, with WineDirect, Square
and EzyWine being the most popular.
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Success factors and barriers

Success factors
Cellar door

Good communication / customer service /
relationships with customers

Staff

A good CRM

Website

Wine club

Reinvigorated newsletter

Our wines / our story

Capturing details at the cellar door
Training staff and managers
Exclusive offers, events

Wine awards

Barriers
Competition from other wineries
Declining tourist numbers

Technology issues: lack of support,
fragmentation

Lack of resources (esp. time)
Economic headwinds
Lack of capital

Reduced consumer spending and
increased price sensitivity (‘I can get it
cheaper at Dan’s’)

Logistics of overseas delivery



58% of respondents had a dedicated person responsible for DTC marketing
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Key takeaways

 DTC is a high value sales channel that is
driving solid growth in revenue for wine
businesses

e Cellar door is at the heart of DTC sales

 DTC potential is being recognised but not
fully realised — with potential to increase
conversion rates from visitors to club
members and increase charges for
premium tastings

* Benchmarks provide a valuable starting
point for developing and evaluating
strategies to build DTC sales.



Disclaimer and credits

Disclaimer

Wine Australia

Accepts no liability or responsibility of any kind for any
material contained on this report;

Does not make any representation or warranty express or
implied as to the accuracy or completeness of the material
contained on this report;

Recommends that users undertake  whatever
investigations they consider necessary or desirable to
verify the material contained on this report and to reach a
decision regarding the merits of the material for its
intended use; Expressly disclaims all and any liability and
responsibility to any person in respect of the
consequences of anything done in respect of reliance,
whether wholly or in part, on the use of the material
contained in this report; Acknowledges that the material
contained in this report may include the views and
opinions of third parties which do not necessarily reflect
the views and opinions of Wine Australia; and

Takes no responsibility for any information that may be
accessed through this report due to circumstances
beyond its control. The contents of this report should not
be used as a substitute for seeking legal or other
independent professional advice.
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Copyright

Copyright in all material contained in this report is owned by Wine Australia
unless otherwise indicated. You may download, store, display, print and
reproduce material contained in this report in unaltered form only for your
personal, non-commercial use or for use within your organisation so long as you
give appropriate acknowledgement to the copyright owner. Other than for the
purpose of and subject to the conditions prescribed under the Copyright Act
1968 (C'with), all rights are reserved.

Image credits

Pg 1, 5, 14, 40, 42 — Kimberley Low / Wine Australia
Pg 2, 39 — Ewen Bell / Wine Australia

Pg 25 — Parker Blain / Wine Australia
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