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Washington, over 23,000 acres of vineyards across California, glass and bottling facilities,
storage facilities, and distribution channels in states where legally permitted.

Headquartered in Victor, New York, Constellation is a publically traded alcoholic
beverage company. Founded in 1945, Constellation is the third-largest producer of beer and one
of the world’s leading premium wine companies. Constellation is one of the three largest wine
suppliers in the United States; in fiscal year 2018, it generated approximately $8.3 billion in
gross revenue.

On April 3, 2019, Gallo entered into an Asset Purchase Agreement with Constellation.
Pursuant to the agreement, Gallo would acquire more than 30 mostly low-priced wine, brandy,
concentrate and additive brands along with several wine-making facilities from Constellation in a
transaction originally valued at approximately $1.7 billion.

I11. THE RELEVANT MARKETS

Gallo’s proposed acquisition of certain Constellation assets would likely result in
substantial competitive harm in the following product markets: entry-level on-premise sparkling
wine, low-priced sparkling wine, low-priced brandy, low-priced port and low-priced sherry
fortified wines, and HCCs. The United States is the relevant geographic market in which to
assess the competitive effects of the proposed Acquisition.

A. Entry-Level On-Premise Sparkling Wine

Entry-level sparkling wine is often sold to on-premise retailers, such as restaurants,
casinos, and hotels, for specific uses (e.g., brunch mimosas, complimentary or “floor” pours,
banquets, and catering). Sparkling wine outside of the entry-level tier is generally priced
significantly higher than entry-level on-premise sparkling wine.

Gallo and Constellation are the two largest suppliers, by volume, of entry-level on-
premise sparkling wine in the United States. Absent relief, Gallo would have acquired
Constellation’s J Roget brand, resulting in significant increases in concentration in a highly
concentrated market, and giving rise to a presumption of increased market power under the
Horizontal Merger Guidelines. Further, Gallo’s Wycliff brand and Constellation’s J Roget brand
are close and vigorous competitors in the United States. Absent relief, the Acquisition would
have substantially lessened



convenience stores. Low-priced sparkling wine does not significantly compete with more
expensive “premium” brands.

Gallo’s André and Constellation’s Cook’s brands are the two largest low-priced sparkling
wine brands in the United States, with other competitors being significantly smaller.



Gallo



produces Cook’s and HCCs at the Mission Bell facility and will provide an interim supply of
HCCs to the purchaser of the HCCs business.

The proposed Order and Order to Maintain Assets also appoint William Berlin as
Monitor. The Monitor will ensure that the parties comply with their obligations under the
proposed Orders and keep the Commission informed about the status of the transfer of the assets
and rights to the approved acquirers.

Finally, the proposed Consent Agreement contains standard terms regarding each
acquirer’s access to employees, protection of material confidential information, and compliance
reporting requirements, among other things, to ensure the viability of the divested businesses.

A. Entry-Level On-Premise Sparkling Wine

The proposed Consent Agreement remedies the likely anticompetitive effects of the
proposed Acquisition in the entry-level on-premise sparkling wine market by requiring that
Constellation take all actions necessary to retain and maintain the full economic viability,
marketability, and competitiveness of its J Roget brand until four years after entry of the Consent
Agreement. This remedy will preserve the status quo in the entry-level on-premise sparkling
wine market, resulting in no change in market concentration.

B. Low-Priced Sparkling Wine

The proposed Consent Agreement remedies the likely anticompetitive effects of the
proposed Acquisition in the low-priced sparkling wine market by requiring that Constellation
take all actions necessary to retain and maintain the full economic viability, marketability, and
competitiveness of its Cook’s brand until four years after entry of the Consent Agreement. This
remedy will preserve the status quo in the low-priced sparkling wine market, resulting in no
change in market concentration.

C. Low-Priced Brandy

The proposed Consent Agreement remedies the likely anticompetitive effects of the
proposed Acquisition in the low-priced brandy market by requiring Constellation to divest the
Paul Masson brandy to Sazerac, a spirits company based in New Orleans, Louisiana. This
remedy would allow Sazerac to add a significant lower-priced brandy brand to its portfolio while
otherwise preserving the status quo in the low-priced brandy market, resulting in no change in
market concentration.

D. Low-Priced Port and Low-Priced Sherry

The proposed Consent Agreement remedies the likely anticompetitive effects of the
proposed Acquisition in the low-priced port and low-priced sherry markets by requiring Gallo to
divest its Sheffield Cellars and Fairbanks brands to Precept, a winery based in Seattle,
Washington. This remedy would launch Precept’s entry into the dessert and cooking wine
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