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Case Objectives and Use

The primary subject matter of this case concerns M&A activity in the wine and alcohol industry.  Issues explored include discounted cash flow analysis and the cost of capital.  The case is appropriate for MBA or graduate level and is intended to enhance students’ understanding of valuation methodologies, the M&A process and the role of corporate culture.  It is designed to be taught over three hours in class and should require an additional five hours of outside preparation by students.

Case Synopsis

This case illustrates the continuing consolidation within the global wine and alcohol industry.  Merger and acquisition is an important mechanism for restructuring, recapitalizing and reshaping the financial and business environment.  This case involves the takeover battle for the control of a small, publicly listed company by two multinationals.  The case company, Peter Lehmann Wines, is an internationally known Australian based premium wine producer.  Students are required to compare the approach of the two bidding firms, the takeover defense strategies employed and perform a valuation of the company using published financial statements and publicly available data.  Many members of the Australian wine industry have contributed to the debate on the merits or otherwise of industry consolidation, market imperfection and the effect on domestic competition.  This 2003 takeover attracted considerable media attention because of the fierce opposition by the company’s major shareholder and namesake.

The case was prepared from publicly available information collected for instructional purposes, such as Huntly’s FinAnalysis, ComSec, Industry reports supplied by Morgan Research and Ibis, together with a telephone interview with company founder Peter Lehmann.  While students are required to analyse the takeover defenses employed and determine the value of the company at the time of the takeover, other issues which are considered include the culture of family and agricultural business in the context of takeover.
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