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Bacchus Set To
Deal
In Wine Country
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By David Fleming
Posted: June 19, 2008

Bacchus Capital Management, the
wine investment fund started last
year by Sam Bronfman II and
partners Peter Kaufman and Henry
Owsley, is now raising money and  Sam Bronfman II

ready to do deals. Bacchus plans to

be a $100 million fund specialized

in mezzanine and private equity Russian Standard
financing in the wine business, with Taps Marketing Exec
a focus on west coast wineries.
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Bacchus sees its expertise in
mezzanine financing (essentially a
hybrid of debt and equity leverage)
as a key point of differentiation.
“We’re the only operation doing this
type of financing for the wine
business,” says Bronfman, who is
Bacchus’s CEO. “We expect to play
an important role, not just in traditional acquisitions and growth
capital, but also in the huge intergenerational transfer likely to
occur in the wine business over the next decade.” According to a
recent study by Silicon Valley Bank and Scion Advisors, some
51% of family wineries on the west coast anticipate a change in
ownership by 2017.
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Bacchus has attracted a very interesting player: Anheuser-Busch.
In addition to becoming a significant limited partner in the fund,
A-B is offering access to its distribution network to Bacchus
portfolio companies. The St Louis brewer has also delegated a
senior A-B executive, Keith Wesselschmidt, who has joined the
Bacchus team full time.

Bacchus has also bolstered its operational expertise with the hiring
of former Constellation and Vincor USA senior executive Mike
Jaeger, who became Bacchus president and coo in April. At
Constellation, Jaeger was responsible for the company’s biggest
wine unit, overseeing $500 million in sales. He will oversee
sourcing and evaluation of potential Bacchus transactions, tracking
the performance of Bacchus portfolio wineries and managing the
research, investment and marketing teams.

Bacchus plans to have around 8-10 portfolio wine companies in the
initial phase of the fund. With its primary focus on mezzanine
financing, Bacchus doesn’t see itself as a major equity investor.
“We would only be interested in equity if we found a deal at the
right multiples, and we definitely would not be interested in
minority equity,” says Bronfman. “About 30% of our fund has a
so-called side pocket representing our limit on equity investment.
So it’s clearly not our focus. If we did 100% of the fund in
mezzanine financing, that would be fine with us.” Bacchus, with
offices in New York and San Francisco, is targeting 20%-plus
returns.
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