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Welcome to M&A in Wine Country

International Beverage is a leading, publicly traded international producer and marketer of beverage brands with a broad portfolio
\_/ll across wine, imported beer, and soft drinks. Regarded as an aggressive player in the wine business, the company owned not only
vineyards and bottling capacity, but also selected distribution channels in the United States and abroad. The breadth of the company's

product lines and its well-developed distribution network are key sources of competitive advantage.
INTL. BEV.

1BC's annual net sales are just over $3 billon with  net income of just under $100 million. Over the prior ten year period IBC's revenues
grew at an average rate of 10% per year, driven largely by an aggres

sive acquisition-based rol-up srategy. However, more recently the company's

growt rate ha been fla dus o the fact that thac ot made any acquisitions. The company buys smalkr producers and attempts to create value
through cost-cutting increasing sales via ts powerfulinterational cistrbution network (over 50% of IBC's 2012 revenues were generated outside of

{the US), and exploting its marketing savvy. The company was well known in the industry as a preferred partner for distributors because of its abiity )
1o quickly and effiienty restock wholesalers with product

1BC’s organic revenue growth had historically been below 1% per year. Consequently, the company had sought to grow its profits through acquiring
scale. Initally, it targeted companies at the low end of the wine-quality spectrum; more recently, it became interested in higher-end wine properties,
particularly in the faster-growing premium and fine wine segments. However, in 2012, the company's product portfolio was stil skewed toward lower-
priced wines.

Although IBC's management team was considered strong, some Wall Street analysts had been critical of the company’s roll-up strategy, believing that
it had not generated enough value for shareholders and that IBC overpaid for some of its acquisitions. The prices paid for recent targets, given their
near-term cash flow generation, required a long-term profit-growth rate in excess of what IBG management had so far delivered. International
Beverage's management team was well aware of the increased scrutiny from shareholders that future a

cquisitions would likely receive.





