
32  Wines & Vines  sePTeMBeR 2012   

“They know my business 
as well as I do.”
For more information, please contact:
Matthew Bartlett, VP, Commercial Loan Officer – Wine Business
(707) 508-3376  matthewbartlett@bankofmarin.com

– August Sebastiani, President, The Other Guys

Marin  |  Sonoma  |  Napa  |  San Francisco
bankofmarin.com  |  Member FDIC

One tactic for a smaller borrower is 
to target the local branch of a big bank. 
“In some larger banks, a branch manager 
can bank smaller deals (than the national 
guidelines),” says Quinton Jay, managing 
director of Bacchus Capital, a private eq-
uity fund specializing in second-lien loans, 
mezzanine lending and equity investment. 
“A branch guy may have authority up to 
$5 million, versus the top business guys 
who are at $20 million.”

You still need to know not just who 
to work with locally, but who is making 
the decisions on your loan over time: 
who is “servicing” your loan. Your local 
contact may influence their decision, but 
the ultimate answer to changes in your 
loan will come from a team explicitly 
tasked with servicing the loan, and their 
knowledge of the wine industry can 
vary. So ask.

The Farm Credit System: Co-ops of the 
Farm Credit System are unique lenders to 
the wine industry that are not available to 
businesses outside of agriculture. Con-
gress established the Farm Credit System 
in 1916 to ensure farmers’ ready access to 
credit. Their mandate is to loan to agricul-
ture. While vineyards are a clear fit, they 
may find ways to allow a percentage of 
their loans to be used for winery equip-
ment or related activities, which can be a 
source of consternation to the specialty 
banks competing for the same business. 
Some believe the Farm Credit Systems 
have an unfair advantage and are compet-
ing for business outside of their mandate.

As the Farm Credit System has the 
implied (but not absolute) support of the 
U.S. government, its members are able to 
raise capital via bond offerings at rates 
below commercial competitors. This 
results in lower rates to borrowers who 
qualify. Additionally, since farm credit 
organizations run as co-ops, a portion 
of interest payments can be rebated at 
year end to the “members,” who are the 
borrowers, thereby further lowering bor-
rowing costs.

“We pay what we call patronage 
refund at the end of each year,” says Er-
nest Hodges, executive vice president of 
Farm Credit West. “For the past seven 
or eight years, it’s equated to a 50 basis 
point reduction in costs. It’s not guaran-
teed. Every year, the decision is made by 
the board for each association.” Farm 
Credit co-ops are delineated by regional 
borders, with multiple organizations 
spread across the U.S. and several in 
California alone.

Example 1: A fine-wine producer seeks bank financing to buy grapes
Banks generally don’t loan money to finance the purchase of grapes, that is the role of 
trade credit from the grapegrower. Banks do offer financing to help pay off the grower 
under a line of credit once the grapes are crushed. A typical scenario could be:

1. A winery contracts with a grower for a ton of Cabernet for $5,000 on credit 
terms: half of the value to be paid in the vintage year, and half the year following. On 
receipt of the grapes, the winery has a payable due of $5,000.

2. Once the grapes have been crushed, the winery can draw 55% of the value of 
the pressed juice as determined by representative sales in the open bulk market. 
Assuming bulk Cabernet has a then-current value of $31 per gallon, and the ton of 
grapes produced 150 gallons of juice, the available credit to the winery would be 
55% of the $4,650 bulk value, or $2,557. The balance would need to be paid from 
the winery’s own capital, and the loan would be paid over time.

Example 2: Winery or tasting room
Once plans and permits are secured, these are submitted to an appraiser who will 
evaluate costs and comparable value of similar properties (comps) to determine a 
value. A 65% loan-to-value (LTV) ratio will typically apply to the term loan that a bor-
rower can get. But once the value is established, it is rare to receive a change in loan 
amount, so there is “completion risk” if over-runs or change orders increase the cost 
beyond original projections.

Financing scenarios
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Serving America's agricultural long term 
   financing needs since 1898. 

ROSEVILLE OFFICE
2998 Douglas Blvd., Suite 225, Roseville, CA  95661

Fax: (916) 789-4076
WILLIAM BEYER, Principal

Tel: (916) 789-4070
RACHELLE SCHLESINGER,  Principal

Tel: (916) 789-4073

FRESNO OFFICE
7108 No. Fresno St., Suite 400, Fresno, CA  93720

Fax: (559) 437-3260
WILLIAM LEWIS, Principal

Tel: (559) 437-3261
FRANK OBERTI, Principal

Tel: (559) 437-3262

Build on The Rock
Enduring Relationships Begin at

Prudential Agricultural Investments

Full Service

Wine Compliance

Licensing & Permits

ABC & TTB

707 • 963 • 9733

www.divinecompliance.com

www.bacchuswinefund.com

(415) 828-8898

bacchuscapital@bacchuswinefund.com

strategic capital and expertise 
for the wine industry

Example 3: Buying a producing vineyard
Vineyard purchases are financed, assuming adequate credit quality and cash flows of 
the borrower using an LTV ratio much like the way a home mortgage is calculated. The 
amount of the loan is based on the appraisal of the property, and a loan of 65% of the 
value is typical.

Assuming an acre of planted Napa vineyards has an appraised value of $250,000 
per acre, the loan would finance $162,500, and the rest would come from equity. 
Assuming $5,000 per ton for Cabernet and four tons per acre, the cash flow the 
vineyard would produce would equal $20,000 in annual grape revenue. The costs as-
sociated with the loan to produce the revenue would be approximately $8,121 of in-
terest expense, assuming a fixed rate loan at 5% plus principal repayment of $6,000, 
assuming an amortization of 25 years, before farming and administrative costs.

Example 5: Vineyard development
Once again a 65% LTV is common, but 
the loan may be provided on “interest-
only terms” during the first three to five 
years when the vineyard is not produc-
ing. It can then be refinanced or con-
verted to terms similar to Example 3.

Example 6: Tanks
While a borrower can secure a five- 
to 12-year equipment loan for the 
purchase of new tanks, as they are 
long-lived assets, it’s more typical to 
have the tank financing included in the 
winery construction.

Example 7: Barrels
While some companies will lease barrels, 
as the product is more an ingredient than 
an asset, barrels are typically financed in 
a standard rotation using part of a work-
ing capital line.

Example 4: A typical working capital line structure
Assuming you have the cash flow to support the business and have an appropriate 
credit, a working capital line is typically set up to allow you to draw 80% of the value of 
your approved accounts receivables, 55% of the wholesale of your finished bottle inven-
tory and 55% of the value of the secondary market value as bulk or unbottled wine.

When wine goes from barrel to bottle, it comes out of your allowance to draw 
against bulk wine and is added to the allowance you can draw on inventory. When 
inventory is shipped and billed, it comes out of your inventory allowance and goes into 
your receivables allowance in an ever-increasing value, you hope. Most working capital 
lines are interest-only with an annual renewal cycle.
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coMpany no. oF  
clientS

poRtFolio  
Size Min / Max pRoDUctS  

oFFeReD contact

laRge Regional & Specialty BankS 

coMeRica Bank $300 million* $1 million / 
$50 million

Inventory, equipment, real estate,  
construction and treasury management

Michael A. Silva at (415) 477-3274 
or masilva@comerica.com;  
Chris Thomson at (916) 491-1304 
or cthomson@comerica.com

FiRSt RepUBlic 150 $1 million / 
$30 million

Working capital lines of credit,  
equipment loans, wine and vineyard 
real estate loans

Dan Smith at (707) 967-1502  
or dansmith@firstrepublic.com;  
Corey Dahline at (707) 967-1501  
or cdahline@firstrepublic.com

RaBoBank 120 $1.1 billion $1 million / 
$100 million

Revolving credit, equipment and real 
estate financing, development

Charles Day at (707) 545-6887  
or charles.day@rabobank.com

Silicon Valley 
Bank (SVB)  
Wine DiViSion

More than 
300

More than 
$500 million

$1 million / 
$50 million

Inventory, equipment, real estate, 
construction and vineyard development 
loans

William Stevens at (707) 967-1373 
or wstevens@svb.com;  
Rob McMillan at (707) 967-1367 
or rmcmillan@svb.com

UMpqUa Bank 75 $250 million $1 million / 
$25 million / 

AR financing, lines of credit, leases and 
loans for equipment and real estate; term 
loans and vineyard development loans 

Mark Brody at (707) 252-5020  
or markbrody@umpquabank.com

Union Bank 18 $232 million $1 million / 
$60 million

Revolving credit lines, term debt, real 
estate, development and acquisition 
finance

James Barrett at (707) 968-9514  
or james.barrett@unionbank.com; 
Joellen Ademski at (925) 947-2409 
or joellen.ademski@unionbank.com

national & inteRnational (Big) BankS

Bank oF  
aMeRica  
MeRRill lyncH 

Working capital lines, real estate loans for 
vineyards and wineries, equipment term 
loans, acquisition finance and leases*

David Meddaugh  
at (707) 293-2553 
or david.meddaugh@baml.com

Bank oF  
tHe WeSt 

275 $800 million $100,000 / 
$30 million

Working capital, construction, acquisi-
tions/development and equipment

Adam Beak at (707) 501-5136  
or adam.beak@bankofthewest.com

US Bank $1 million / 
Unlimited

Working capital; term debt for property; 
crop lines; equipment loans and leasing; 
acquisition financing, treasury manage-
ment, international and private banking

John Flinn at (916) 718-6253  
or john.flinn@usbank.com;  
Mike Edwards at (916) 718-6253  
or john.flinn@usbank.com

WellS FaRgo More than  
$1 billion

Equipment and capital financing, invest-
ment banking, treasury management

Perry DeLuca at (707) 584-3192  
or perry.f.deluca@wellsfargo.com
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Guide to the Top 20 Finance Companies

Life insurance companies: While banks 
of various forms are suitable for short-
term lines of capital and fixed-rate loans 
over five to 15-year terms, longer term 
debt is available.

Insurance companies are constantly 
seeking long-term loans to earn income 
on the long-term deposits they maintain 
from their premium collections. Insur-
ance companies need steady income to 
pay claims, but they also need reliability, 
so they tend to focus on larger loans and 
“investment-grade” borrowers, meaning 
they are not a fit for all borrowers.

While insurance companies used to 
have large staffs, consistent downsizing 
and concentration have brought their 

back-office operations down to a mini-
mum. Their locations tend to be remote 
from the key wine regions, so they are 
best utilized by sophisticated borrowers 
that don’t need a lot of assistance.

“We’re focused on larger credits and 
more established companies,” says Wil-
liam Beyer of Prudential. “Our range is 
from a few million to a few hundred mil-
lion, and our average deal size is about $7 
million to $8 million.”

For borrowers with exceptional (read “in-
vestment-grade”) credit, large life insurance 
companies can be a source of long-term 
loans. “We price our money on the credit 
quality of the deal. Our profile is typically 
someone that’s been in the business, maybe 

second gen, with a high-end brand that 
owns vineyards and is profitable,” Beyer 
says. “If they’re not profitable, we don’t 
typically make those types of loans.”

Mezzanine lender: Finally, for those who 
already have utilized or exhausted tradi-
tional “first-lien” financial vehicles, there is 
a new tier of lenders known as second-lien 
or mezzanine lenders, which can provide 
capital behind the existing debt-security 
structure. Bacchus Capital appears to stand 
alone as a dedicated alternative finance firm, 
although it also does equity investing and 
other forms of winery and wine finance.

“Mezzanine and second-lien loans are 
well established in virtually every other 
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coMpany no. oF  
clientS

poRtFolio  
Size Min / Max pRoDUctS  

oFFeReD contact

tHe FaRM cReDit/ag cReDit SySteM

aMeRican  
ag cReDit

More than 
$1.1 billion

Operating and capital loans, mortgage 
loans and leases

Bill Rodda at (707) 545-7100  
or brodda@agloan.com

FaRM cReDit 
WeSt

448 $900 million Operating and capital loans, mortgage 
loans and leases

Lee Ann Pearce at (805) 434-3665

FReSno MaDeRa 
FaRM cReDit

771 More than 
$900 million

Operating and mortgage loans, develop-
ment loans and financing

John Brandon at (559) 276-4868  
or john.brandon@fmfarmcredit.com

coMMUnity BankS

Bank oF MaRin 20 $1 million / 
$10 million

Lines of credit, term loans, equipment 
financing, acquisitions, cash manage-
ment, construction and real estate loans

Matt Bartlett at (707) 508-3376

excHange 
Bank

45 $150 million $100,000 / 
$30 million

Working capital, construction, acquisi-
tions, development and equipment 
finance

Steve Herron at (707) 524-3102  
or herons@exchangebank.com

MecHanicS 
Bank

50 $10,000 / 
$30 million

Real estate acquisition and construc-
tion, vineyard development and replant-
ing, inventory lines of credit, crop 
financing, equipment and barrel leasing

Jason Hinde at (707) 967-4791 or 
jason_hinde@mechanicsbank.com

inSURance coMpanieS

JoHn Hancock 
Financial  
SeRViceS

$200 million $10 million / 
$150 million

Traditional long-term debt up to 20 
years, mezzanine financing and equity 
investment

Dwayne Bertrand at (916) 922-
4211 or dbertrand@jhancock.com

MetliFe  
agRicUltURal 
inVeStMentS

$2 million / 
$250 million

Long-term fixed 5- to 20-year loans and 
adjustable mortgages

Jonathan Holbrook at (559) 470-
6444 or jwholbrook@metlife.com; 
John Braas at (916) 802-1995  
or jbraas@metlife.com

pRUDential 
Financial

35 $600 million $2 million / 
$200 million

Originate long-term, fixed loans up to 
20 years

Bill Beyer at (916) 789-4070  
or william.beyer@prudential.com

SeconD lien lenDeR

BaccHUS  
capital  
ManageMent

5 $1.5 million / 
$7.5 million

First- and second-lien loans and direct 
equity investments

Quinton Jay at (415)828-8898  
or qjay@bacchuswinefund.com

Wines & Vines has identified these financial institutions as leaders serving the West coast wine industry. compa-
nies were chosen based on demonstrated involvement in vineyard and winery finance, number of clients, size of 
portfolio, size of wine team and other factors. Some businesses chose not to disclose all the requested information.

* Data sourced from listing in the 2011 Wine Industry Symposium Financial Resource Directory

TOP  20 

industry, “ says co-founder Sam Bron-
fman, “but not in wine.” As with special-
ity banks, part of the value Bacchus adds 
is domain expertise. 

“What helps us stand out is our experi-
ence in the wine industry,” he says, “which 
portfolio companies can rely on if they 
choose.” Bronfman brings 30 years of wine 
industry experience, including having run 
the U.S. wine business for the Seagram Co. 
and overseeing its brands including Ster-
ling Vineyards and Mumm Napa Valley.

Managing director Quinton Jay brings 
another 15 years of wine experience includ-
ing time as general manager at Bonny 
Doon, Etude and Artesa. The “range of 
our loans is $1.5 million-$7.5 million on 

a second-lien loan position,” Jay says. 
“Security still exists, but behind the primary 
lender.” Loans can be used for a broader ar-
ray of uses than traditional loans including: 
refinancing, buyouts, growth, control issues 
or just added liquidity. These loans, like 
second mortgages, carry more significant 
costs due to the risk they incur, and tend to 
participate in the upside they help create.

The lender that’s right
While there are many potential lenders a 
borrower may court for wine loans, find-
ing the one that is right for your business 
is more important than just finding the 
lowest price. “If the winery has a solid 
capital base, it can afford to go to find the 

cheapest money, even from someone that 
doesn’t know wine,” Motto says. 

For a smaller winery, the expertise and 
knowledge should trump the lowest rates. 
“The most important thing for a small 
winery is to find a bank that’s heavily in-
volved in the industry. Most (owners) put 
everything they have into the business, and 
then they borrow. They are operating at 
the pleasure of the bank. They need people 
that understand their business.”  

Ben Narasin is a venture capitalist and 
freelance wine journalist. His work has ap-
peared in the San Francisco Chronicle, Wine 
Enthusiast and other media outlets. Staff writer 
Andrew Adams contributed to this report.


