FAIRLEIGH DICKINSON UNIVERISY – ISHRTM

New Venture Management in the Hospitality Industry

CASE STUDY #3
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2002

2003

2004

Total Volume Sold (Cases)

3,274

         

 

2,227

            

 

2,039

            

 

Revenues $

Merlot

171,987

     

 

64,197

          

 

48,089

          

 

Cabernet Sauvignon

110,530

     

 

38,751

          

 

30,183

          

 

Cabernet Franc

30,938

       

 

15,947

          

 

16,755

          

 

Sauvignon Blanc

103,672

     

 

54,059

          

 

52,794

          

 

Chardonnay

93,269

       

 

102,129

        

 

125,154

        

 

White Riesling

54,668

       

 

64,872

          

 

49,226

          

 

Pat en Rouge Blend

3,301

         

 

3,640

            

 

4,013

            

 

Blanc de Bob

8,074

         

 

8,902

            

 

9,814

            

 

Other

-

             

 

-

               

 

-

               

 

Total Revenues

576,437

     

 

352,495

        

 

336,027

        

 

  Revenue Growth

-38.8%

-4.7%

Cost of Revenues

Labor

29,120

       

 

29,994

          

 

30,893

          

 

Material

29,462

       

 

20,642

          

 

19,466

          

 

Overhead

17,293

       

 

10,575

          

 

10,081

          

 

  Total Cost of Revenues

75,875

       

 

61,210

          

 

60,440

          

 

Operating Expense Assumptions

Electicity

9,600

         

 

10,080

          

 

10,584

          

 

Heat - propane

2,500

         

 

2,625

            

 

2,756

            

 

Heat - Oil

1,000

         

 

1,050

            

 

1,103

            

 

Diesel

1,500

         

 

1,575

            

 

1,654

            

 

Marketing Expenses

2,000

         

 

2,100

            

 

2,205

            

 

Insurance

12,000

       

 

12,600

          

 

13,230

          

 

NYS Liquor License

175

            

 

184

               

 

193

               

 

BATF Special Occupational Tax Stamp

500

            

 

525

               

 

551

               

 

RE Taxes

12,000

       

 

12,600

          

 

13,230

          

 

Other Expenses

-

             

 

-

               

 

-

               

 

Total Operating Expenses

41,275

       

 

43,339

          

 

45,506

          

 

  Operating Expenses % of Revenues

7.2%

12.3%

13.5%

EBITDA

459,287

     

 

247,946

        

 

230,081

        

 

Less Depreciation

-

             

 

-

               

 

-

               

 

EBIT

459,287

     

 

247,946

        

 

230,081
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http://www.bedellcellars.com/photogallery.php 

Case Study Challenge:

Ithaca Vineyards (“Ithaca”), a family owned and operated estate vineyard, has contacted your Company to see if you are interested in buying the property. The owners of the Ithaca are asking for $3,500,000.

Property Description

Ithaca, located in Cutchogue, Long Island, New York, was established in 1982. The winery rapidly gain reputation for creating well-made elegant and stylish wines from fruit grown in the maritime microclimate and drained fertile soils of this most exciting young wine region. The winery has a 4,000 case production level with 27 acres under cultivation. 

Land – Two sites totaling 33 acres

Route 48, Cutchogue (winery site): 15 acres total including 5.0 acres of Chardonnay (21 years old), 3.5 acres of Carbinet Sauvignon (21 years old) and 2.5 acres of Merlot (21 years old).

Depot Lane, Cutchogue, 18 acres including 9.0 acres of White Riesling (20 years old), 5.0 of Sauvignon Blanc (14 years old) and 1.0 acre of Cabernet Franc (17 years old). The property includes a well and a barn.

Testing Rooms – 

Main Tasting Room: Stunning, custom designed, recently constructed, separate, landscape 1600 square foot facility with 30 foot cedar ceiling, Mexican tile floors and 22 foot birch tasting bar including all fixtures. Heated and air-conditioned. The multiple use facility can host private parties, weddings, seminars and other social gatherings. 

Auxiliary Tasting Room:  Intimate, carpeted 300 square foot room with 18 foot oak walnut bar and backbar. Air conditioned.

The Winery

2400 square foot heated and air-conditioned wine cellar

· Bulk wine in Inventory

· Refrigerated, stainless steel, thermostatically controlled fermentation vats.

	3
	500
	gallon
	Atlantic welding
	1985

	3
	1100
	gallon
	Zero Mfg.
	1986

	1
	1440
	gallon
	Zero Mfg.
	1986

	4
	2005
	gallon
	Zero Mfg.
	1986

	1
	3005
	gallon
	Zero Mfg.
	1986

	4
	6000
	gallon
	Mueller
	1987


· Crush and Press – Indoor storage and outdoor operation on floodlit pad

· Automated bottling line – 680 square foot bottling area with loading bay

Wine Laboratory – Complete equipped wine laboratory including digital pH meter, incubator, refractometer, ebulliometer, scales and assorted laboratory supplies.

Other Property/Assets – Includes Wine Office, Various wok, storage and utility rooms with attendant fixtures (complete water treatment system, generators, etc), Warehouse that includes bottled wine inventory, forklift and other.

Vineyard Equipment – 

· John Deer 4500 tractor, 4 wheel drive with front loader and cab (1999)

· Yammar 330 tractor 2 wheel drive with hydraulic hoe (1983)

· Hydraulic bird netting machine and netting (1987)

· Hydraulic hedger (1990)

· Vineyard sprayer (1987)

· Six foot mowing deck (age unknown)

· Manure spreader (age unknown)

· Subsoiler (1982)

· Planter (1983)

· Rotovator (1983)

· Spreader (1983)

· Earth auger (1983)

· Fuel tank and pump (1983)

· Scraper Blade (1983)

3 year Financials for Ithaca are as follows:


Ithaca Vineyards


Long Island, New York








