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Case Objectives and Use
The case provides students with the opportunity to understand the growth and development of Constellation Brands through the use of a series of mergers and acquisitions over more than two decades.  Management is now presented with what could be considered the opportunity of a lifetime -- the purchase of The Robert Mondavi Corporation.  Can they comnplete such a purchase and structure it to enhance the valuation of their firm?  What financial package will be needed to convince Mondavi management and shareholders to accept their offer?  Students will need to generate financial forecasts of Mondavi operations under both Mondavi and Constellation management teams.  The cost of debt and equity must also be estimated to arrive at an appropriate rate to discount expected cash flows.  This case fits into a capstone course in an MBA  finance tract as well as an MBA course in Mergers and Acquisitions.

Case Synopsis

 Mr. Richard Sands, CEO of Constellation Brands, is evaluating the potential purchase of The Robert Mondavi Corporation.  In analyzing Mondavi operations, he is interested in how that firm's products would fit into the Constellation portfolio of brands.  Valuation of Mondavi by the investment community has not been exceptionally positive over the last few years, so the opportunity for a favorable price is quite possible.  However, strategic and operational changes are likely to be needed in order to fully achieve Mondavi's potential value.

Data presented in the case provide students with a perspective of the wine industry, its changing structure and competitive strategies used by more successful firms.  They are also presented with the risks involved in this vertically integrated agricultural product and its place in the overall beverage consumption patterns of the U.S. marketplace.

In order to achieve a favorable outcome for his shareholder family, Mr. Sands and his management team must develop a plan enhancing the value of Mondavi's business.  They must then decide what these operations are worth to Constellation Brands and whether or not a purchase would enhance shareholder value.  Finally, if they conclude that a competitive price can meet this goal, they must devise a financial package of cash and/or securities that will be acceptable to Mondavi management and shareholders.
_______________________________
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