ECONOMIC IMPACT OF CALIFORNIAWINE 2006

Table 1

2006 Total Economic Impact (Sum of Total Spending)

Revenue: In California Out of State

Advertising $10,580,000 $42,320,000 $52,900,000
Boxes/Bags-in-a-Box 157,437,000 157,437,000
Charitable Contributions 115,253,000 115,253,000
Cooperage 121,221,000 121,221,000
Corks/Capsules/Screwtops 10,400,000 83,200,000 93,600,000
Distributors Sales 680,064,000 2,956,800,000 3,636,864,000
Education and Research in Viticulture and Enology 10,810,000 10,810,000
Financing Revenues - Debt 235,646,000 235,646,000
Glass 467,000,000 22,920,000 489,920,000
Grape Sales 2,183,908,000 2,183,908,000
Grapevine Assessments 6,090,000 6,090,000
Grapevines 57,982,000 57,982,000
Retail and Restaurant Wine Sales 3,178,672,000 7,946,679,000 11,125,351,000
Stainless Steel Tanks 40,000,000 40,000,000

Tax Revenues - State and Local
Tax Revenues - Federal
Tourism

2,951,143,960
1,809,251,000
2,015,509,000

2,941,904,000
5,167,568,000

6,099,655,000
6,976,819,000
2,015,509,000

Trucking/Distribution 388,328,000 388,328,000
Vineyard Development - Materials (excluding vines) 466,622,000 466,622,000
Vineyard Development/Management- Overhead 1,353,854,000 1,353,854,000
Warehousing 172,052,000 172,052,000
Wine Labels 166,000,000 166,000,000
Wine Labs 10,500,000 10,500,000
Winery Sales 9,651,120,000 9,651,120,000

Other Industry - Indirect (IMPLAN)
Other Industry - Induced (IMPLAN)
Total Revenue

8,086,988,653
7,425,894,073

17,006,504,323
21,951,803,473

25,093,492,976
29,377,697,546

$41,772,325,686

$58,119,698,796

$100,098,631,522

Wages:

Boxes/Bags-in-a-Box $25,445,000 $25,445,000
Cooperage 9,274,000 9,274,000
Corks/Capsules/Screwtops 2,900,000 23,200,000 26,100,000
Distributors 176,188,274 554,400,000 730,588,274
Education and Research 6,851,000 6,851,000
Glass 69,601,725 3,236,472 72,838,197
Grapevine Assessments Labor 1,324,000 1,324,000
Grapevines/Nurseries 18,550,000 18,550,000
Restaurant Wages - Wine Specific 657,456,000 2,103,630,000 2,761,086,000
Retail/Liquor/Grocery Stores - Wine Specific 427,212,000 681,145,000 1,108,357,000
Stainless Steel Tanks 14,027,000 14,027,000
Tourism 890,500,000 890,500,000
Trucking 44,851,000 44,851,000
Vineyard Management - Contracted Services 361,088,000 361,088,000
Vineyard Employees 628,499,937 628,499,937
Vineyard Materials - Labor 25,843,000 25,843,000
Warehousing 42,560,000 42,560,000
Wine Labels 47,390,000 47,390,000
Wine Labs 3,182,000 3,182,000

Winery Employees
Other Industry - Indirect (IMPLAN)
Other Industry - Induced (IMPLAN)

1,146,973,054
2,889,109,558
2,584,415,231

4,753,451,119
7,051,461,255

1,146,973,054
7,632,286,196
9,639,580,423

Total Wages _ $10,073,240,779  $15,170,523,846 $25,237,194,081

Total  $51,845,566,465  $73,290,222,642  $125,335,825,603
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EXECUTIVE SUMMARY

Families built California’s wine industry, which remains today a network of predominantly family
businesses, making wine, growing grapes and providing products and services to this major
component of California’s economy and identity.

In 2005, this growing network of producers, suppliers and other allied businesses, created $51.8
billion of economic impact in the state of California, as summarized in Table 1.

Winemakers say wine is “made in the vineyard” — meaning that the taste, aroma and the very nature
of the wine is dictated by where and how the grapes are grown. The making of California wine is thus
a long term commitment to the “place,” the people and the community of California.

Winemaking is also a bridge between the worlds of agricultural and consumer America. To make
wine is to be intricately linked to the rhythms — and risks — of agriculture. To market wine is to be
immersed in the American consumer marketplace, a volatile world driven by consumer taste, retailing
and restaurant trends with the added complexity of special laws and regulations governing wine
production, sales and distribution.

California had 2275 bonded wineries at the end of 2005, a one-third increase from 2002.
IMPACT OF CALIFORNIA WINE ON THE CALIFORNIA ECONOMY

California produces about 90% of all the wine made in the United States and it consumes about 20%
of what it produces. Most California wine is sold in America’s other 49 states, through distributors to
retailers and restaurants, as well as directly to consumers. California wine is produced through the
efforts of enterprises in allied industries located both within and beyond the borders of California.
Thus, in this report, we supplement the assessment of California wine’s economic impact in the state
of California with an analysis of its economic impact on the national economy. We begin with the
assessment of the in-state impact.

Employment
The wine industry provided nearly 309,000 jobs in California in 2005, including 130,000 jobs
induced or created indirectly, as shown in Table 2 below, paying total wages of $10.1 billion.

These 309,000 jobs compare with a total of 207,550 jobs in 2002, as reported in the 2004 report. This
difference represents growth in the industry as well as continuing progress in collecting data, and
more precise data, on suppliers to the industry. For example, the last two years of work on the
economic impact of wine have enabled MKF Research LLC to reliably estimate the restaurant
employment generated by the sale of California wine.? In addition, we have collected further data on
warehousing, trucking, bottle producers and closures. As Table 2 shows, this has led us to reduce the

2 Using benchmarking analysis from the National Restaurant Association plus information from restaurant,
retail and distribution industry experts, we have conservatively estimated that about 5% of the revenues of all
full service restaurants may be attributed to sales of all wine. We were also able to estimate the share of these
wines sales attributed to California wine.
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number of employees attributed to wine in some sectors while adding employees in others.
Considering just the same industry categories included in the last report, wine industry related
employment increased by 37% since 2002.

Table 2
Total 2005 California Wine Industry
Employment

Sector

Boxes/Inserts and Bags 747
Cooperage 201
Corks/Caps/Screwtops 49
Distributor 2,487
Education and Research 80
Glass Bottles 1,245
Labels 1,210
Grapevine Nurseries 1,006
Grapevine Assessments 22
Retail/Liquor/Grocery 16,381
Restaurants 43,830
Stainless Steel 250
Trucking 3,253
Vineyard 31,011
Vineyard Development 15,793
Vineyard Materials 871
Warehousing 1,120
Winery 24,851
Wine Labs 52
Winery Tourism 35,000
DIRECT Total 179,459
Indirect - IMPLAN 63,518
Induced - IMPLAN 65,985
Total Employment 308,962

Source: MKF Research LLc, EDD and IMPLAN

Taxes

The wine industry generates significant tax dollars, benefiting federal, state, and local governments.
Tax dollars are raised through sales taxes, excise taxes, income taxes, estate and gift taxes, payroll
taxes, property taxes, and other business taxes and fees, such as licenses and import duties. Since
California produces 90% of the total United States wine production and 63% of the total wine
consumed in the US, the majority of wine-related tax revenues generated in the US are derived from
California wines. In 2004, California wines generated excise taxes in California of approximately
$14.6 million at the state level and $100 million at the federal level.
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Total Taxes Collected

Wine and wine-related businesses and services paid almost $3.2 billion in taxes in 2005 to the state
and local governments of California and a further $1.8 billion in federal taxes, for a total of more than
$4.9 billion®, as summarized in Table 1.

Table 3*

TAX IMPACT OF CALIFORNIA WINE
Type of Tax $'000
Corporate Profits 92,280
Dividends 207,606
Indirect Business Taxes 2,360,962
Personal Taxes 456,214
Payroll Taxes 40,689
Total State and Local 3,157,751
Corporate Profits 295,536
Indirect Business Taxes 329,541
Personal Taxes 19,960
Payroll Taxes 1,164,214
Total Federal 1,809,251
Total Tax Paid 4,967,002

Source: MKF Research LLc and IMPLAN

Tourism

Visitors to California’s wineries have increased from 14.8 million in 2002 to 19.7 million in 2005,
generating total tourism revenue of more than $2 billion, compared with $1.3 billion in the last report.
Wineries are remarkably effective magnets for tourism. America’s new “experiential consumer” is
particularly attracted to the personal connection, artisanal atmosphere, rural environment and beauty
of California’s wineries and vineyards.

*This represents a sizable increase in state and local tax collection from the $1.9 billion reported in the 2004
report. Conversely, estimated federal taxes paid by the industry appeared to have declined from $3.7 billion to
$1.8 billion, although in fact this is not the case.

These adjustments largely reflect change in methodology and presentation: in 2004 we developed models to
estimate each item of federal and state taxes, including personal and corporate income, sales, property and
excise taxes. For this report, we preferred to extract this information from the IMPLAN model, as a
comprehensive instrument for tracking the US economy. The findings indicate the previous analysis
underestimated local taxes, such as property and indirect business taxes. Federal taxes reported at that time also
included federal taxes paid on the sale in other states of California wine, which for this report are included in
the “national impact of California wine” calculation, described in later sections. Thus, the federal taxes paid by
California-based entities is smaller in this report but total federal taxes paid by all entities (across all 50 states)
involved with California wine increased substantially.

* Indirect Business Taxes include excise and sales taxes.
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THE MARKET FOR WINE

The US wine market has grown by 13.7% since 2002 in volume and by more than 15% in dollars.
Growing demand for wine is driven by multiple factors:

e One of wine’s key attractions is that it tends to be consumed in moderation, as part of a meal, as
socializing at home or in restaurants with food has been a key consumer trend this decade.

e 25% of US households now have incomes in excess of $75,000, who increasingly seek premium
products of good value. Wine is seen by this large group of consumers as an “affordable luxury,”
a modest expenditure for a quality experience.

e The post-9/11 consumer is looking for special “experiences,” rather than just collecting “things.”
Wine is associated with food, sharing experiences in small groups and personal connection,
closely corresponding to the priorities of today’s consumer.

e Wine’s connection to the land has a special relevance for today’s environmentally sensitive
consumer.

o Demographic changes have also favored wine consumption:

v" While baby boomers have long led wine consumption’s growth, their interest in wine is
echoed in the tastes of the adult cohort of the millennial generation — the children of the
boomers who are the largest generation in American history. This group has increasingly
switched from beer to spirits and wine, as reflected in Gallup’s 2004 finding.

v" Women make the majority of wine purchases. The preference of the millennial woman
for wine over beer has also led to increased wine consumption among the 21-30 male
cohort, as they consume wine increasingly in social situations.

Not only are American consumers buying more wine, but they are also buying more expensive wine,
as they seek higher quality products. The largest segment of the wine market today is wine priced
between $8 and $15 per 750ml bottle, with the fastest growing segment being wines priced over $15
and especially wines over $30 per bottle.

Although California has lost market share to imports in the under $8 segment of the market, this
segment has been declining or flat for much of this decade. California’s market share has grown in
the over $15 segment and now represents at least 85% of this segment. California continues as the
center of America’s quality wine production.

Growing wine production and sales have translated into more jobs, rising tax revenue and increased
income in the wide variety of industries dependent on or stimulated by the wine and winegrape
industry.
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A CHALLENGING COMPETITIVE ENVIRONMENT

The continued growth of California’s wine economy faces increasing challenges as wine’s retail and
wholesale channels continue to consolidate and as foreign wine producers target the US market with
growing inventories, government support and saturated home markets.

Fewer than 40% of US adult consumers drink wine even occasionally, with only about 14% drinking
wine regularly at least once a week, usually with meals. Per capita US wine consumption ranks 38" in
the world. However, Wine Institute data, supported by innumerable studies by foreign producers and
governments, indicate that the US and Canada are the only markets in which demand is growing for
wine priced above $5 per 750ml bottle. In fact, the US is among the few markets in which demand for
wine is growing at all.

Imports
Imports of wine to the US market have risen consistently for the last decade, focused on the highly
price sensitive under $10 per bottle segment.

Imports now represent more than 27% of the wine consumed in the US, rising from 40 million cases
in 1998 to 81 million cases in 2005. The weak dollar increased pressure on importers, but many are
absorbing the adjustments to protect the market for their growing surplus of production.

The leading importer into the US remains Italy but Australia has overtaken France as the US’s second
largest source of imports. Australia’s imports to the US slowed in 2005, even declining in 2006. The
Australian growth has largely been dominated by the demand for a single brand — [yellow tail], which
represents 36% of Australia’s exports to the US. Australian imports have shown little strength above
$10 per 750ml bottle. France’s exports have been declining, although there was some stabilization in
2006 as France tries to reorient its viticulture, winemaking and wine marketing practices. The fastest
growing imports to the US are currently New Zealand and South Africa, with South Africa’s imports
now equal to those of Spain.

As noted above, all major foreign wine producers have developed aggressive marketing campaigns
targeting the US as the only growing market for mid-priced and more expensive wines — and thus a
profitable solution to their domestic wine recessions.

Relentless Pressures to Improve Quality and Achieve Value in a Crowded Market

Over the last three years, TTB' has registered more than 219,000 wine labels in the US, from all
producing regions. Attracting and retaining consumer attention in this extremely fragmented market
demands expensive and specialized marketing and merchandising skills.

Moreover, while the American consumer is seeking higher quality products and shows a willingness
to pay increased prices, the consumer is also increasingly value conscious — value defined as “quality
for a price.” Thus, wines in all segments of the market face pricing pressures and price erosion even
as winemakers and growers face relentless pressure to improve quality and distinctiveness. To
respond to these pressures, wineries are exploring techniques to improve business processes and

" Alcohol and Tobacco Tax and Trade Bureau of the US Department of the Treasury.
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better manage capital costs and employ more sophisticated information technologies and marketing
tools. Nevertheless, nearly all wineries continue to face severe margin pressures. The same margin
strains are felt by growers who in many communities face development pressures combined with
extremely low margins ultimately resulting in the loss of agricultural land.

Scarcity of Skilled Labor

Concerns about a shortage of skilled labor are growing in the industry, whether it be winemaking,
vineyard management or vineyard workers. The growth of the industry across the country has
exacerbated the problem. The US still has relatively few institutions and programs for viticulture and
enology education. The current gradual national expansion is being achieved largely by drawing on
the limited existing pool of experts, often from California. A larger pool of expertise is available in
other winemaking countries but access to these professionals is uncertain. Finding agricultural
workers for the vineyards has been an increasing challenge, especially during recent harvests.
Vineyard work is both an art and a skill, learned on the job, and may be constrained by continuing
immigration issues.

Limited Research and Education Funding

California is a global leader in viticulture and enology practice, research and professional
development. However, as indicated in Table 1, expenditures in California for research and education
in wine are small compared to the scale of the industry: less than $18 million out of a total economic
impact of nearly $51.8.billion. While these resources primarily come through the state’s university
systems, the industry provides a significant share of these resources.

Consolidation in Wine Distribution and Retailing

In 1991 the top twenty US wine and spirits wholesalers and distributors represented $7.5 billion in
sales. By 2005, the top five US wine wholesalers and distributors represented $14.5 billion in sales
and 43% of the total wine and spirits market. From 1990 to 2000, the number of wine wholesalers and
distributors in the US declined by more than 50%, largely through mergers and acquisitions.

Distribution consolidation has been paralleled, and perhaps driven, by retail consolidation as discount
and “big box” stores take growing shares of wine retail sales, reducing margins for distributors
through pressures for price and promotional concessions. The market power of the major retail chains
is primarily in the mid-price segment but they have also become major outlets for some of the highest
priced branded wines.

The continuing consolidation in the distribution sector makes it increasingly difficult for smaller
wineries to gain access to the market, especially the national market. This trend requires them to
increase their own sales and marketing expenses, or engage independent marketing services and
brokers, even as they face increasing pressure on margins — all of which has highlighted the
importance of direct to consumer sales strategies for wineries.

Direct to Consumer — A Complex Environment

Amid all these stresses, winery sales direct to consumers assume major importance to California’s
wineries. Direct to consumer allows the wineries at least some control over their brand images and
customer relationships while enabling the wineries to capture a larger share of retail pricing to support
their operations. Research has also indicated that contact directly with the winery, especially visits to
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the winery, have a powerful brand building impact on consumers. In this crowded wine market,
winery direct enables the producer to define a distinctive identity to their customers. Although the
regulatory environment for this business segment has been rapidly changing to offer expanded
opportunities for wineries, the environment remains complex and labor intensive.

EMERGING TRENDS

Sustainability

Perhaps the most significant movement to emerge among wine and grape producers in the last decade
has been sustainability: the adoption of wine growing and wine making practices to conserve natural
resources, protect the environment and enhance relationships with employees, neighbors and local
communities. Through a comprehensive workbook and on-going educational workshops, thousands
of growers and vintners have participated in the sustainable winegrowing program to learn about
sustainable practices, with more than a thousand self-assessing their vineyards and winery operations.

As energy prices increased this decade and price competition in the wine market has accelerated, this
movement also has proved a major economic benefit, enabling the business survival of many small
enterprises.

Direct to Consumer

The growth of winery direct sales through multiple channels has grown in both scale and creativity in
recent years, as California’s wineries seek to connect directly with their customers. In the current
volatile environment for US wine sales — and for the US retail and wholesale sectors overall — these
channels become increasingly critical to the survival of the state’s wine industry.

The Wine Industry’s Increased Professionalism and Efficiency

Over the last several years, the wine industry has responded to market challenges by significantly
improving its operating efficiencies and management practices. Particularly notable is the
improvement in marketing and brand development and management skills, essential in this
increasingly competitive environment.

The recent growth of demand for “custom crush” facilities, which offer winemaking services to third
parties, usually smaller winemakers, reflects the concern many new entrants in the industry feel about
making the substantial capital commitment required to build a winery in the face of such market
challenges. These facilities, often described as “virtual wineries,” offer a creative approach to
lowering risk for winery entrepreneurs.

A Conservative Measure of Value

Statistics alone do not adequately measure the intangible value the wine industry brings in terms of
overall health benefits, enhanced quality of life, limitation of urban sprawl and greater visibility for
the state of California worldwide.

Accordingly, the figures provided in this report should be viewed as a conservative baseline measure
of the economic impact, as the true impact of the California wine industry, including intangible
benefits is much greater.
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That measure of economic impact is now $51.8 billion within the state of California and $125 billion
nationally, for an industry that is a unique partnership of nature, entrepreneurship, artistry and
technology. Wine is inherently a voice of the land from which it is produced. California’s wine
speaks eloquently of California’s value and quality.

California’s wine and winegrape producers face sizable challenges to their continued growth and
success. Working to support the California wine industry in its premier position in the global wine
market and to ensure its long-term success will protect the significant benefits the industry provides to
the American economy.
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METHODOLOGY

To produce this assessment, MKF Research LLC focused on the largest and most significant section of
the industry involved in wine production and consumption, grape cultivation and allied industries —
distribution, tourism, and equipment and supplies. Other economic benefits, including tax revenues,
financing, charitable contributions and other indirect and induced benefits generated by the wine
industry are also summarized.

This report is an update of the 2000 and 2004 studies of the economic impact of California wine. In
some areas, as discussed in the report, data sources available to us have changed or been somewhat
revised. In certain other areas, we have been able to improve the accuracy of the analysis, such as the
supplier impact calculations. Within this framework, every effort has been made to make this report
as comparable as possible with the previous reports so that readers may assess the progress of the
industry.

DIRECT, INDIRECT AND INDUCED EFFECTS (IMPLAN)

Much like dropping a rock into a pond, the wine industry has ripple effects on California’s economy.
Economic impact studies estimate the impact of an industry in a defined geographical area by
identifying and measuring specific concrete economic “events.” The events tracked in this report are
jobs by industry code.

IMPLAN is the acronym for “IMpact analysis for PLANing.” IMPLAN?® is a well established and
widely used economic model that uses input-output analyses and tables for over 500 industries to
estimate regional and industry-specific economic impacts of a specific industry.

Thus, the full economic impact of California wine, as shown in the Highlights of this report and in
Table 1, combine the California wine industry’s direct, indirect and induced economic effects as
measured by the application of the IMPLAN model to the employment data presented in this report.

The IMPLAN model and its structure are updated annually to reflect changes in the US economy, in
wages, in productivity assumptions and in regional economic structures. Thus, readers should not try
to directly compare the IMPLAN results from the first report with the results of this update.

The IMPLAN model and methodology classifies these effects into three categories, as defined below:
Direct Effects, Indirect Effects and Induced Effects.

Direct Effects

Direct effects are economic changes in industries directly associated with the product’s final demand.
Thus, direct effects in this case consider the direct employment and spending of wineries, vineyards,

8 IMPLAN, developed by the University of Minnesota and the US Forest Service, is the standard economic
model used for impact studies by more than 1500 organizations, including USDA National Agricultural
Statistics, the Bureau of Economic Analysis, the Federal Reserve Bank, most states, many universities and
numerous private companies. www.implan.com.
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distributors, and immediately allied industries, data on which MKF Research LLc collected through
primary research.

Indirect Effects

Indirect effects are economic changes — income created through job creation — in industries that
supply goods and services to the directly affected industries noted above. Examples of indirect effects
are purchases of electricity and gasoline by wineries, of janitorial services by wine bottle
manufacturers, and cash registers purchased for use in a tasting room. These may also be defined as
“secondary economic exchanges.”

Induced Effects

Induced effects are the effects of these new workers spending their new incomes, creating a still
further flow of income in their communities and a flow of new jobs and services.

Examples are spending in grocery and retail stores, medical offices, insurance companies, internet
providers, and other non-wine related industries by workers in industries allied to the wine industry —
such as the spending by the janitor working under contract to the wine bottle manufacturer in
California. These tertiary exchanges induce more jobs and incomes throughout California, based on
the original economic flows from the wine industry.

Measuring the Full Economic Impact of the California Wine Industry
California’s wine industry has a “multiplier” effect, extending across the state and nation in a broad
network of economic benefits. The revenue derived by the wine industry becomes income for other
workers and firms, who spend more money on other goods and services.
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INFORMATION RELIED UPON

Adams Wine Handbook. Adams Business Media, Arlington Heights, IL

Alcohol and Tobacco Tax and Trade Bureau (formerly the Bureau of Alcohol, Tobacco and Firearms
(BATF)). Washington, D.C.

California State Board of Equalization. Sacramento, CA.

California Department of Food and Agriculture. Sacramento, CA.

California Employment Development Department. Sacramento, CA.

California Grapevine Rootstock Improvement Commission. Sacramento, CA.
California Travel and Tourism Commission. Sacramento, CA.

California Travel Impacts by County. Dean Runyan Associates. Portland, OR.
Distilled Spirits Council of the United States, Inc. Washington, D.C.

Grape Acreage Report. California Agricultural Statistical Services. Sacramento, CA.
Grape Crush Report. California Agricultural Statistical Services. Sacramento, CA.
Gomberg, Fredrikson & Associates

IMPACT Databank. 2005. M. Shanken Communications. New York, NY.
IMPLAN. Minnesota Implan Group (MIG).

MKF GRAPE TRENDS (2000-2005). St. Helena, CA.

National Agricultural Statistics Service (NASS). Washington, D.C.

Napa Convention and Visitors Bureau. San Francisco, CA.

National Restaurant Association

San Francisco Convention and Visitors Bureau

University of California, Davis Agricultural Resource Center. Davis, CA.

U.S. Department of Commerce. Washington, D.C.
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U.S. Department of Labor

Wine Institute. San Francisco, CA

Wine Market Report

Wine Marketing Council.

Wines and Vines Magazine Buyer’s Guide

Multiple interviews with industry sources.

MKF Research LLC wishes to thank the sponsors of this project, the Wine Institute and the California
Association of Winegrape Growers, for their support and encouragement in the development of this
report.
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ABOUT MKF RESEARCH LLc

The mission of MKF Research LLC is to help our clients make confident decisions that improve their
business performance and help them attain their goals.

MKF Research LLC is the leading research source on the US wine industry. We continue to strive to
raise the bar on the quality of information and analysis available to the wine industry.

MKF Research LLC conducts original research on the business of wine and wine market trends,
publishes a number of industry studies and provides business advisory services and custom business
research for individual companies and investors. MKF Research LLC also conducts a number of
industry seminars on its research work including the annual invitation-only MKF Research Executive
Wine Summit as well as various smaller open workshops on key industry issues.

MKF RESEARCH LLc CUSTOM PROJECTS

The major part of MKF Research LLC’s business is providing confidential custom consulting to wine
industry enterprises, investors and suppliers. Recently, MKF Research LLC consulting projects have
included:

o Feasibility, market studies and due diligence;

e Consumer and trade surveys and focus groups;

o Market analyses, marketing strategy development and market, brand and financial and
operational benchmarking;

e Economic impact studies for a variety of wine and vineyard related businesses and public and
private organizations in the industry; and

o Market and strategic studies of potential new import and export products.

MKF Research LLC conducts the leading research on Winery Direct Sales and Winery Direct
consumers and the benchmarking of winery direct activities and has expanded its consumer and trade
research capabilities to among the best in the industry.

In 2005 MKF Research LLC was the principal consultant on the Wine Institute’s first consumer
research in twenty years, a large scale survey of wine consumers conducted by Yankelovich Inc.,
whom MKF Research introduced to the wine industry. The report produced by MKF Research LLC,
Wine Institute Market Research: Implications for California Wineries, is available to members of
the Wine Institute.

MKF RESEARCH LLc PUBLICATIONS

MKF Research Monthly

The MKF Research Monthly provides in-depth analysis of the critical business challenges facing the
wine industry today. Available by subscription at $195/8 issues per year, this targeted, concise report
reflects the questions and concerns MKF Research LLC hears daily from its wine business clients and
industry analysts.
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MKF Grape Trends (annual)

By combining the crush and acreage reports into one easy-to-use quick reference guide, MKF
Research LLC’s Grape Trends provides, in one source, all the information needed to make informed
decisions about grape supply for production planning. Provided in electronic form, Grape Trends
includes a complete summary of current, past (since 1997) and projected tons, prices, and bearing
acres for all major grape growing regions and counties for seven major varietals: Chardonnay,
Sauvignon Blanc, Cabernet Sauvignon, Merlot, Syrah, Zinfandel, and Pinot Noir.

Economic Impact Reports

MKF Research LLC is currently conducting the study of the Impact of Wine and Grapes on the
American Economy, sponsored by Wine America, the Wine Institute, National Grape and Wine
Initiative, as well as the first wine and grape impact studies for Texas, Michigan, Illinois, North
Carolina, Virginia, Tennessee and Missouri, all expected to be completed and published by mid-
January 2007.

Existing Economic Impact Studies published by MKF Research LLC include the following, all
available for purchase from MKF Research LLC:

Economic Impact of Wine and Grapes in New York State, 2005

Economic Impact of Pennsylvania Wine and Winegrapes 2005

Economic Impact of Wine and Vineyards in Sonoma County, 2005

Economic Impact of Wine and Vineyards in Napa County, 2005

Economic Impact of New York Grapes, Grape Juice and Wine 2005

Economic Impact of California Wine 2004

Economic Impact of the Washington State Wine and Wine Grape Industries
Economic Impact of the Wine and Wine Grape Industries in Santa Barbara County

Visit our website at www.mkfresearch.com to stay informed of our new research projects.
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MKF RESEARCH LLc OWNERSHIP

MKEF Research LLC is jointly owned by Global Wine Partners US, LLC and Frank, Rimerman + Co.
LLP, CPAs.

Global Wine Partners US, LLC
Global Wine Partners, The Global Wine Investment Bank, with offices in Napa, Paris and Sydney,
is the only investment bank dedicated exclusively to the wine industry.

Specialists in wine industry mergers and acquisitions, valuation and corporate finance, the firm
provides clients with a wide range of corporate advisory services related to wine industry mergers,
acquisitions, joint ventures, strategic alliances, distribution arrangements, winery valuation services
and fairness opinions related to M&A and financing. They also provide corporate finance services
including wine industry debt and equity-raising and underwriting and investment management
services with wine investment funds and trading in wine investments.

Frank, Rimerman + Co. LLp, CPAs

Frank, Rimerman + Co. LLp, founded in 1949, is the largest, locally-owned provider of accounting
and consulting services in California. With offices in San Jose, Palo Alto, San Francisco and St.
Helena and over 170 professionals, Frank, Rimerman + Co. LLp offers strategic business and
information consulting services, tax consulting and planning, audit and financial reporting,
accounting services, litigation and valuation services.

Frank, Rimerman + Co. LLP continues to build its wine industry practice, based in St Helena (formerly
the CPA practice of Motto, Kryla and Fisher), committing the full resources of this major
professional services firm to the industry.
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