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VEGA-SICILIA GROUP

Executive Summany

The current of Vega Sicilia Group began in 1982ewlDavid Alvarez acquired the
winery and the vineyards from the Venezuelan bssiman Miguel Neumann. Since
that year, the Alvarez Mezquiriz family has develdp policy of harmonisation of
present innovative techniques required by the wsasetor with the traditional
winemaking process. The vineyard area has beendedeand a modernisation process
has taken place both in and out of the winery. FI®&2 to 1985 Jesus Anadon (that
began to work on Vega Sicilia in the 50°s) was@ameral Manager

The retirement of Jesis Anaddén meant the leavinga ahan who assumed his
responsibilities as director and oenologist of V&ggalia in a highly personal way. On
his departure, Pablo Alvarez took full possessibrihe general management of the
winery; the oenology area was taken on by Mariaravc@, who had been Jesus
Anadon’s assistant since joining the company inr819898 saw the incorporation of
Xavier Ausaés into the technical management of tireesy group after working for six
years as oenologist in Vega Sicilia. Xavier, togetlwith his sister Mercedes, and
Begofia Jovellar, is the father, master and educétiie company’s wines.

In 1993, Vega Sicilia founds Tokaj Oremus. The peadity of the Alvarez family adds
to the historic tradition of both wines. Pablo Alea, managing director of Vega Sicilia,
is also responsible for this new project. The winstudied in great detail and with great
respect, together with its significance, its labos winemaking process, historical
practices... An experienced team of professionitls good knowledge of the region’s
wines is also sought. From the moment the vineyarel® founded to present day, the
Alvarez family, respecting the Tokaj traditions,shaade considerable investment in
Tokaj Oremus with a view to increasing the techinieeel of the treatment of the grape
and the winemaking installations, so as to makebthst wines possible. The objective
of the Alvarez family is to give its former grandea this vineyard, which is one of the
best situated, the most emblematic and signifiohiiokaj.

Investigations led to the doors of Bodegas Li@@ompany founded in 1990
and located in Pefafiel (Valladolid). The winerydhpst begun and had all the
technological requirements required. After lengtliscussion, the family acquired the
winery on 5th November 1992. Alibn was born; a nalagen with emotion as it
corresponds to the town of Leén in which the fanpbtriarch, David Alvarez, was
born.

In 2000 Primum Familiae Vini, and organisation feunby the twelve family-run
wineries of the highest international prestige, alhincludes Vega Sicilia, held its
annual reunion on the state, presided by Pablordivahe year 2000 was also the year
which saw the end of the renovation and modermisgirocess of the winery. In 2001
Bodegas Alquiriz is the new project that is to pavenVega Sicilia. The desire of the
Alvarez family is to make the best Toro wine, aigeation that gives wines body,
exoticism, an explosion of aromas, and a modersgmality and character. For this,
since the harvest of 1997, 70 hectares of vinefiakeg been bought in different places
within the Designation of Origin. After four yearstudy of the concept of the wine, it is



begun to be made in 2001 for commercial purposks.strategy of this new winery is
common to all those in the group: make wines wihspnality and high quality, which
implies limited production of wine.

The company makes and commercialises three typegef Valbuena 5°, Vega Sicilia

Unico, and Vega Sicilia Unico Reserva Especial. Tds two are presented to the
general public at least ten years after they haan lharvested. The commitment of this
winery with its clients is such that the years tthatnot offer the quality desired are not
bottled.The creation of these magnificent winessubject to a rigorous production

process and strict quality control. The care aneinéibn given to detail is constant in

each and every phase. It involves no secrets, soatiiried out with great expertise.

Vega Sicilia is unquestionably a unique wine, and of the great Spanish classics. Its
personality not only comes from the maximum quabfythe grape and the rigour

involved in its manufacture, but also, and abovefedm the care for detail that the

Alvarez family has succeeded in transmitting touliees.

The main discussion problems on the case are: theplExpansion opportunities and
the consolidation of some of the business they laeated un recent years such as
Oremus in Hungary, Pintia in Toro Valladolid Spaite creation of a white wine with
French roussanne varieties, marsanne, viogner dddennay and the bullock
adventure called Valle del Esla in wich they haweest many money and also lost so
much. The case deals with the matter of growinglthginess Group being on niche
markets using handcraft value chains. The greastoues are if this successful model
can be cloned in other regions of Spain (Riojeefample) or the world (like France).



VEGA-SICILIA GROUP

ABSTRACT

The main discussion problems on the case are thap3Expansion opportunities and
the consolidation of some of the business they laeated un recent years such as
Oremus in Hungary, Pintia in Toto Valladolid Spaime creation of a white wine with
French roussanne varieties, marsanne, viogner dddennay and the bullock
adventure called Valle del Esla in wich they haweest many money and also lost so
much.

The history of this estate began in 1848, whenbioriecanda, a landowner of Basque
origin, bought a 2,000 hectare estate used focalgure and cattle farming from the
Marquis of Valbuena.In 1864, Eloy Lecanda foundeel winery that symbolises the
golden legend of Spanish red wine. Throughout atggl history, it has belonged to
different owners, although it has always maintairsed unquestionable personality,
making concentrated, mature, generous and extrealejant.With the estate having
been acquired by the Herrero family, it is rentedCosme Palacio, who creates the
winery of Domingo Garramiola, a person who is calith the history of Vega Sicilia.

Domingo Garramiola Txomin was born in Marquina-Beareia on 1st October 1878.
In Vega Sicilia, Domingo used Bordeaux technigu@sniaking wine. He renewed the
aging casks and, above all, made great effortdeiantng the wine presses.The hard
work of Txomin Garramiola gave fruit in 1915, witee birth of two exceptional wines:
Vega Sicilia and Valbuena. These wines followedglthe lines of the Rioja wines of
the day: lengthy aging in vats and wooden caskdattted to order.

The distribution of these first bottles began amtrgupper class bourgeoisie and the
aristocracy, but not for commercial purposes. Timers of the winery offered this
wine as a gift to the good friends of the familyhus began the forging of the good
friends of the family. Thus began the forging oé tlegend of Spain’s most exclusive
wine, as it cannot be bought with money, but onithviriendship. The wines of Vega
Sicilia reached great public recognition thankpri@aes such as that of the World Fair in
Barcelona in 1929, awarded to the 1917 and 191&:ktw. Surrounded by his family in
his house in Vega Sicilia, Domingo Garramiola died933. The winemaker left a very
personal stamp on the best classic Spanish wine.r@sponsibility of continuing with
his work fell on his closest collaborator, MartimiaRenedo.

Jesus Anadon joined the wineries in 1956. He wasetalirector of the company for

several decades and his incorporation was transo¢ado Vega Sicilia and he started
up the Ribera del Duero Designation of Origin. Toerent stage began in 1982, when
David Alvarez acquired the winery and the vineydrdsn the Venezuelan businessman
Miguel Neumann. Since that year, the Alvarez Medgudamily has developed a policy

of harmonisation of present innovative techniqueeguired by the wine sector with the
traditional winemaking process. The vineyard arems lbeen extended and a
modernisation process has taken place both in andfahe winery.



The retirement of Jeslts Anaddén meant the leavinga ahan who assumed his
responsibilities as director and oenologist of V&igilia in a highly personal way. On
his departure, Pablo Alvarez took full possessibrihe general management of the
winery; the oenology area was taken on by Mariaravc@, who had been Jesus
Anadon’s assistant since joining the company inr819898 saw the incorporation of
Xavier Ausas into the technical management of tireesy group after working for six
years as oenologist in Vega Sicilia. Xavier, togetlwith his sister Mercedes, and
Begofia Jovellar, is the father, master and educétitie company’s wines.

In 1993, Vega Sicilia founds Tokaj Oremus. The peadity of the Alvarez family adds
to the historic tradition of both wines. Pablo Adea, managing director of Vega Sicilia,
is also responsible for this new project. The wistudied in great detail and with great
respect, together with its significance, its labog winemaking process, historical
practices... An experienced team of professiondtls good knowledge of the region’s
wines is also sought. From the moment the vineyanel® founded to present day, the
Alvarez family, respecting the Tokaj traditions,shmade considerable investment in
Tokaj Oremus with a view to increasing the techinieeel of the treatment of the grape
and the winemaking installations, so as to makebtst wines possible. The objective
of the Alvarez family is to give its former grandea this vineyard, which is one of the
best situated, the most emblematic and signifiohiiokaj.

Investigations led to the doors of Bodegas Lice@ompany founded in 1990 and
located in Penafiel (Valladolid). The winery hadstubegun and had all the
technological requirements required. After lengtliscussion, the family acquired the
winery on 5th November 1992. Alibn was born; a nalagen with emotion as it
corresponds to the town of Ledn in which the fanpbtriarch, David Alvarez, was
born.

In 2000 Primum Familiae Vini, and organisation feunby the twelve family-run
wineries of the highest international prestige, alhincludes Vega Sicilia, held its
annual reunion on the state, presided by PablorAvahe year 2000 was also the year
which saw the end of the renovation and modermisgtrocess of the winery. In 2001
Bodegas Alquiriz is the new project that is to padenVega Sicilia. The desire of the
Alvarez family is to make the best Toro wine, aigeation that gives wines body,
exoticism, an explosion of aromas, and a modersgmality and character. For this,
since the harvest of 1997, 70 hectares of vineliaxeg been bought in different places
within the Designation of Origin. After four yearstudy of the concept of the wine, it is
begun to be made in 2001 for commercial purposks.sirategy of this new winery is
common to all those in the group: make wines wehspnality and high quality, which
implies limited production of wine.

The Vega Sicilia wineries are located in Valbuere Duero, in the province of
Valladolid, on an estate made up of a fertile pkhiat follows the course of the river.
The river is the northern boundary of the 1,000tdnes of the property; the southern
limit is set by the woods, which stand on the stolgading to the plain. The estate has a
plantation of 250 hectares of vineyard, which cor#@80% of the autochthonous tinto
fino variety or tempranillo de la Ribera, and tlestris cabernet sauvignon, merlot and
malbec. The soils are clayey-limestone, with brayey streaks and an alluvial area To
this day, the winery conserves its sober appearahaeCastilian mansion. Its facade is
made of brick, and has a monastic air. Inside gtlieia chapel, which was built by the



first owners and has the name of Santa Cecilia. thhought that the name of the estate
comes from this name. Over recent years, the Atveamily, owner of the winery, has
increased the surface area of the vineyard in otdebasically supply Bodegas y
Vifiedos Alidn.

The Ribera del Duero area has a continental-tyjpeat®, with an Atlantic influence.
Rainfall is low, with annual averages below 500 nwoncentrated especially in spring
and autumn. Sunshine, which is high extensive dnoh@ant, reaches annual averages
of 2,200 hours, and the River Duero favours thermmgr mists and fogs that provide an
additional source of humidity It is a very healtoiimate, which means that the
occurrence of diseases coming from fungi and isssctery rare. The worst enemies of
these vineyards are the spring frosts and the surhailstorms.

The creation of these magnificent wines is sulje@ rigorous production process and
strict quality control. The care and attention gite detail is constant in each and every
phase. It involves no secrets, but is carried oith \great expertise. Vega Sicilia is
unquestionably a unique wine, and one of the dgdganish classics. Its personality not
only comes from the maximum quality of the grapel d&ne rigour involved in its
manufacture, but also, and above all, from the tmrdetail that the Alvarez family has
succeeded in transmitting to the wines.

From a universal perspective, the peculiar charaties of Vega Sicilia define it as a
very Spanish wine and, in fact, it is one of théamal wines that receive respect at the
mention of its name. The Vega Sicilia wines enjogeatain old but stately air, like
period furniture; wines with great elegance, fimgsomplexity and the ample capacity
for maintaining their characteristics in the boftea long time.

The company makes and commercialises three typesmef Valbuena 5°, Vega Sicilia
Unico, and Vega Sicilia Unico Reserva Especial. Tast two are presented to the
general public at least ten years after they ham harvested. The The commitment of
this winery with its clients is such that the yetirat do not offer the quality desired are
not bottled.

Pablo Alvarez is a member of the family that owreg® Sicilia, and is currently the
director of the winery group. This young man, coetgly given to absolute respect for
quality, maintains a feeling of sincere admiratfon the wines of Vega Sicilia and is
efficiently directing the Alién, Tokaj Oremus andgfiiriz companies. Without letting
himself be carried away by his passion for wine, deplies the rigour and
scrupulousness in this microcosm of four uniqueewes as if they were sacred
precepts. The oenological shadow of Pablo AlvaseXavier Ausas, technical director
of Vega Sicilia. This great wine chef was born igueres (Gerona) in 1968. In 1986,
he studied in the School of Oenologists in Requ@rfalencia), but soon looked to
France, where he attended oenology classes in rimeBTechnicien, in Blanquefort.
From 1990 to 1992, he achieved the Diplome Natiali@neologue from the Paul
Sabatier University in Toulouse. Xavier began wogkas an oenologist in Vega Sicilia
in 1992, working on the supervision of fermentatiaging and bottling processes. He is
currently technical director of the wines of thenaiy group.Highly-qualified young
professionals, with great love for our wines, wavkh Xavier in the technical and
oenological areas of responsibility.



The case deals with the matter of growing the ssinGroup being on niche markets
using handcraft value chains. The great questiomsfahis successful model can be
cloned in other regions of Spain (Rioja for examplethe world (like France).
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Craft Production
Diversification
Great Wines
Internationalization
Niche Markets



VEGA-SICILIA GROUP

1.-INTRODUCTION

Today, Vega Sicilia produces some of Spanish bastsynotably Unico, which has in
turn, become one of Spain most expensive winesic@ijp, when released, it can often
be found for anything from €150 to €250 per bottlepending on the vintage, and as it
ages, where current wine maker Xavier Ausas isegutii have said "Vega Sicilia starts
discretely and finishes hugely" - it's price alsoreases. Unico is often regarded to only
be drunk after a considerable period, anythingaupQ years, where it reaches it's full
potential and develops all its secondary flavourd aromas. Today, Unico can be
regarded as one of Spain's best wines, old stytemaking, showing off the terroir,
and adhering to time-honoured traditions. Hencendlree, "Unico” means Unique.

2.-THE FACTS
2.1.- History

In 1848 a Basque landowner, Don Toribio Lecandat the bankrupt Marques de

Valbuena and bought from him a 2,000 hectare esthte Pago de la Vega Santa
Cecilia y Carrascal, in the western part of whatvrie the Ribera del Duero wine

region. At some stage that was shortened to VeghaSi

For the first 16 years, the land was used for afitice, until Don Lecanda's son, Don
Eloy Lecanda y Chaves, founded the winery in 1&&ém one Monsieur Beguerié in

Bordeaux he bought 18,000 young vines of Caberaatignon, Carmenere, Malbec,
Merlot and Pinot Noir. They may have made some wainthat stage, but most of the
production went into brandy and ratafia.

Vega Sicilia winery symbolizes the golden legendpanish red wine. Throughout its
long history, it has belonged to different ownexishough it has always maintained an
unquestionable personality, making concentratediur@a generous and extremely
elegant.

In 1876, in the Philadelphia Fair, Lecanda obtaiaepiality certificate for his brandies.
That same year, he succeeded in achieving thegosi$ supplier to the Royal Family,
and in 1880, he obtained the Grand Cross of IshieeCatholic; all before the birth of
the red wine that was to make the company famous.

With the estate having been acquired by the Herfamaly, it is rented to Cosme
Palacio, who creates the winery of Domingo Garrdemia person who is crucial to the
history of Vega Sicilia.

Domingo Garramiola Txomin was born in Marquina-Bareia on 1st October 1878.
In Vega Sicilia, Domingo used Bordeaux technigu@sniaking wine. He renewed the
aging casks and, above all, made great efforteeaming the wine presses.

The hard work of Txomin Garramiola gave fruit in159 with the birth of two

exceptional wines: Vega Sicilia and Valbuena. Theises followed along the lines of
the Rioja wines of the day: lengthy aging in vatd avooden casks and bottled to
order.The distribution of these first bottles begamong the upper class bourgeoisie and



the aristocracy, but not for commercial purposé® dwners of the winery offered this
wine as a gift to the good friends of the familjwus began the forging of the legend of
Spain’s most exclusive wine, as it cannot be bowgtht money, but only with
friendship.

The wines of Vega Sicilia reached great public gaition thanks to prizes such as that
of the World Fair in Barcelona in 1929, awardedtibe 1917 and 1918 harvests.
Txomin, who had trained as a winemaker at the Kagnological Centre. At first most

of the wine was sold in bulk and — presumably -spd<ff as Rioja. When the Rioja
vineyards had recovered from Phylloxera in 1915r&uaiola turned to making estate
bottled wine. Initially this wasn't a commercial ntere, but was given away to

aristocratic friends and acquaintances of the Heri@mily. The quality of these wines

was obviously not an issue: the 1917 and 1918 wivms prizes at the World Fair in

Barcelona in 1929, an achievement still celebratedhe labels of all Vega Sicilia's

Unico today.

Surrounded by his family in his house in Vega &ciDomingo Garramiola died in
1933. The winemaker left a very personal stamphenbiest classic Spanish wine. The
responsibility of continuing with his work fell ohis closest collaborator, Martiniano
Renedo.Jesus Anadon joined the wineries in 1956. He wadeodirector of the
company for several decades and his incorporatias transcendental to Vega Sicilia
and he started up the Ribera del Duero Designaifo@rigin. The next significant
change was not until 1982, when the Denominacio®dgen Ribera del Duero was
established, after other red wine bodegas had betablished in the region in the
1970s. This move meant that Unico (and the othaes)iwas no longer classified as a
"simple" table wine. At the same time, the Alvafamily bought Vega Sicilia, and
began to modernise and expand, a process whichdmimued, including the creation
of new estates: Bodegas Alion in 1992, Bodegas iAig(in Toro) in 2001, and Tokaj
Oremus in Hungary, founded in 1993.1982. The Alrdaenily acquired Bodegas Vega
Sicilia.

The current stage began in 1982, when David Alvareguired the winery and the
vineyards from the Venezuelan businessman MigueiniNen. Since that year, the
Alvarez Mezquiriz family has developed a policy barmonisation of present
innovative techniques required by the wine sectdh whe traditional winemaking
process. The vineyard area has been extended ammbl@rnisation process has taken
place both in and out of the winery.

From 1982 onwards, the family, with David Alvaremzahis sons and daughters Pablo,
Jesus David, Maria José, Emilio, Juan Carlos, &leind Marta, have developed a
policy of harmonization of present innovative teicfues required by the wine sector
with the traditional winemaking process. The vinelyarea has been extended and the
vineyards and vines, which were almost half a agntld, have been replanted in
rotation.

The retirement on 1985 of Jesus Anadon meant thenig of a man who assumed his
responsibilities as director and oenologist of V&glia in a highly personal way. On
his departure, Pablo Alvarez took full possessibrihe general management of the



winery; the oenology area was taken on by Mariareoc@, who had been Jesus
Anadon’s assistant since joining the company ir8196

Investigations led to the doors of Bodegas Lice@ompany founded in 1990 and
located in Pefafiel (Valladolid). The winery hadstubegun and had all the
technological requirements required. After lengtliscussion, the family acquired the
winery on 5th November 1992.

Alién was born; a name laden with emotion as itresgponds to the town of Lebn in
which the family patriarch, David Alvarez, was born

In 1993, Vega Sicilia founds Tokaj Oremus. The peadity of the Alvarez family adds
to the historic tradition of both wines. Pablo Adea, managing director of Vega Sicilia,
is also responsible for this new project. The winstudied in great detail and with great
respect, together with its significance, its labos winemaking process, historical
practices... An experienced team of professionitls good knowledge of the region’s
wines is also sought.

From the moment the vineyards were founded to pteday, the Alvarez family,
respecting the Tokaj traditions, has made condideramvestment in Tokaj Oremus
with a view to increasing the technical level o ttreatment of the grape and the
winemaking installations, so as to make the besesvpossible.

1998 saw the incorporation of Xavier Ausas into teehnical management of the
winery group after working for six years as oen@o@ Vega Sicilia. Xavier, together
with Begofia Jovellar, is the father, master andtatiw of the company’s wines.

Primum Familiae Vini, and organisation formed by tlwelve family-run wineries of
the highest international prestige, which inclu¥ega Sicilia, held its annual reunion
on the state, presided by Pablo Alvarez. The y6@0 2vas also the year which saw the
end of the renovation and modernisation procesiseofvinery.

emblematic and significant of Tokaj.

Bodegas Pintia is the new project that is to pr@rmdéga Sicilia. The desire of the
Alvarez family is to make the best Toro wine, aigeation that gives wines body,

exoticism, an explosion of aromas, and a modersgmality and character.For this,
since the harvest of 1997, 70 hectares of vinefiake been bought in different places
within the Designation of Origin. After four yearstudy of the concept of the wine, it is
begun to be made in 2001 for commercial purposks.strategy of this new winery is

common to all those in the group: make wines wehspnality and high quality, which

implies limited production of wine.

2.2. TheWinery & The Winemaking

The Vega Sicilia wineries are located in Valbuera BDuero, in the province of
Valladolid, on an estate made up of a fertile pkaiat follows the course of the river.
The river is the northern boundary of the 1,000tdnes of the property; the southern
limit is set by the woods, which stand on the stol@ading to the plain. The estate has a
plantation of 250 hectares of vineyard, which cor®@80% of the autochthonous tinto
fino variety or tempranillo de la Ribera, and tlestris cabernet sauvignon, merlot and
malbec. The soils are clayey-limestone, with brayey streaks and an alluvial area.



The winery is essentially a modern day, pristind giorious winemaking palace. It
consists of rather classy looking lighting, toprahge equipment, most of it bespoke,
and everything is laid out in precise order, witslof attention to detail, to the point of
obsessiveness.Perhaps this goes back to the tiree thle 1994 Valbuena had to be
recalled, it is said because of a cork problemta@dy, everything is done to avoid any
possibility of taint: metal is stainless steel thghout, down to the bands on the barrels,
shipping palettes, and even the wedges on whictbdnesls rest. The wood used for
cases is tested to ensure it is chemically ined,r@ wine is shipped between June and
October, unless in temperature controlled lorries.

The cork testing regime is absolutely rigorous. iiTleerk suppliers are instructed to

send samples, which are independently tested iciadjs laboratory in France. Upon

delivery, a further double trial is carried outthvfurther samples being sent for testing.
If a cork fails, the whole batch is rejected, withsts charged to the supplier. On
average, Rafael Alonso (current Export Manageriebet that two out of every three

corks are rejected.

Valbuena and Unico spend several years maturirgpknbefore release, Valbuena for
three and a half years, Unico for at least sevenisye/ega Sicilia use a mix of new
French oak, and a mix of new and used American Gakrect "seasoning" of the oak
and barrels is another priority here.

Whilst Valbuena will spend one and a half to twaungein bottle before being released,
the length of time that Unico is aged in bottle elegls on the format: single bottles have
at least three years in bottle; magnums and daubfgnum rather longer.

The Ribera del Duero area has a continental-tyjpeat®, with an Atlantic influence.
Rainfall is low, with annual averages below 500 nwoncentrated especially in spring
and autumn. Sunshine, which is high extensive dmuoh@ant, reaches annual averages
of 2,200 hours, and the River Duero favours thenimgr mists and fogs that provide an
additional source of humidity.

The creation of these magnificent wines is sulje@ rigorous production process and
strict quality control. The care and attention gite detail is constant in each and every
phase. It involves no secrets, but is carried atit great expertise.

2.2.1. Thevine

The estate of Vega Sicilia has a plantation of BBOtares of vineyards. The rigour
involved in making these wines begins with the naes of grapes, which are controlled
down to each detail. In this way, the winery haslashed limits to the production of
its vines, which do not surpass 22 hectolitreshgetare; the grape is not picked if it has
less than 13 degrees; the number of vines per feeistaround 2,200; irrigation is not
used, but a careful system of green pruning to ieéite racemes so that each vine
produces less than two kilos, with the minerals antrients from the soil being
concentrated in this low production.

Harvest is always late - 1st October at the ear(@2803 is the exception, when they
started mid September!) - and by hand. They emaltgam of around 130 harvesters



who pick in several passes through the vineyarti® grapes are brought in plastic
crates holding about 20kg each. There is anotbgeraus selection at this stage, and the
grapes are carefully de-stemmed. In general thterdiit varieties are fermented

separately, with grapes destined for Valbuena bé&ngented in stainless steel and
those for Unico in oak vats.

The low yields and careful selection keeps producibw, helping to maintain the myth
of Vega Sicilia. Annual production is around 25,0€kes and they currently have
about 2000 people on a waiting list for an allamatiAround 50-60% of production
goes to the domestic market and the rest to ar&@ndxport markets. Interestingly,
buyers are not required to take Alion or Oremu®rider to get hold of Vega Sicilia
proper.

2.2.2. Fermentation

The alcoholic fermentation usually lasts fifteeryslaand the maximum temperature it
may reach is of 32 degrees. The optimum ripenetizeaselected grape from the harvest
and the alcohol content, which varies between 18eb1a}.5%, facilitate the extraction
of colour and tannins. Vega Sicilia Unico fermepieferentially in oak vats, and
Valbuena in stainless steel vats. Then, the wingergoes malolactic fermentation.
With the Valbuena wines, this second fermentatakes$ place in cement vats. For the
Unico wines, the liquid is poured directly into osiorage containers. There, the wines
undergo malolactic fermentation at the same tenperaas the Valbuena. Once
finished, the wine remains in the containers fofuaher year, calmly resting and
clearing.

2.2.3. Manufactur e of casks

In Vega Sicilia, the oak cask forms part of thelggophical essence, forging a true
consortium with the wine. In the same way thatdhape used for these wines has its
origin in the vineyards themselves, most of theksase made in the winery itself. In a
part of the estate, Vega Sicilia has a small cdsp&prkshop, which not only repairs
and reconditions, but also makes new casks withriaie oak. The wood is left to dry
for at least three years: two in the open air, hveth under cover. Once its humidity has
been reduced to 12%, the master cooper works tloel &wnd, with fire, hammer, know-
how and tradition, forges its geometry into the if@nshape of the barrel.

2.2.4. Aging in the cask

The aging of the wine begins in January; first amtainers and then in new casks. For
the Valbuena, the duration of the aging processand is three and a half years, and
for the Unico, a minimum of seven years. During tiine, the wine is rotated form new
casks to casks that are more and more used. Wiwato achieving a perfect balance
between the wine and the wood. Once this has belgieveed, the wines finally rest in
large wooden vats, which prepares them for latétibg.



Unico sees a complicated series of rackings fromehbarrels to new oak, to used
American oak, back to new oak again, and on it gdéasemaker Xavier Ausas refers
to these stages somewhat romantically as "mussatamn", "education”, "recuperation”
and so on. Whatever these phases are called, deitainly receives very prolonged
barrel ageing, with the 1970 seeing over sixteearsieAnd yet these are not washed
out, stretched, overly oaky wines when mature,inesty to the quality of the raw

materials on which they are based

2.2.5. Bottling

The bottling process of the wines takes place iry vaodern installations, with the

winery’s dual mechanical and chemical control gystef the corks. For this, the

samples sent by the manufacturer are passed dretpréstigious French laboratory
Excel. If the specified requirements are fulfilléde supplier is told to send the order.
On reception, random samples are taken from tHerdiit lots and resent to France for
examination. If the order meets the winery’s qya$itandards, the wines are bottled
using the corks in question. The cork testing regismabsolutely rigorous. Their cork
suppliers are instructed to send samples: thesehare sent to Excel, a specialist
laboratory in France, where they are tested forhaeical and chemical soundness. If
the tests are successful, an order is place. Uplivedy, a further double trial is carried

out, with a sample of corks being sent away fotirigs When corks fail, the whole

batch is rejected, at the cost of the supplier, also foots the bill for the laboratory

testing. On average, Rafael Alonso believes that owt of every three corks are
rejected.

2.2.6 Ageing in the bottle

The aging in the bottle requires time and care. Wirees of Vega Sicilia end their
journey with a calm rest in the bottle in specialyclimatised installations. The time
they remain there depends on the format of thdebofega Sicilia Unico in Bordeaux
format (0.75 litres) takes three years or morege; éhe Magnum (one and a half litres)
and the Double Magnum (three litres) are subjetieriuch longer periods of aging in
the bottle. For the Valbuena, the period for agm¢he bottle is the same for all three
formats: around a year and a half. A system thatstais back in time. There is no hurry
in Vega Sicilia. Eerything is done to avoid anysgibility of taint from any source.
Metal is stainless steel throughout, down to thedisson the barrels and the wedges on
which the barrels rest. Even the palettes usedHimping are stainless steel. The wood
used for cases is tested to ensure it is chemicealy. No wine is shipped between June
and October, unless temperature controlled loeresused.

Both Valbuena and Unico spend several years matiminak before release, Valbuena
for three and a half years, Unico for at least sey@ars. The wine is initially in large

vats, then moves to new barrels, before being chak® successively older casks, on
average every 10 months. Before bottling, the wpends some more time in large vats
to settle it. Vega Sicilia use a mix of French @&wderican oak. The French barrels are
used only once, the American ones will be re-usdabout six or seven years. The
French oak barrels are bought in, while Americak isamported and seasoned in the
winery yard for at least two years, with a furtlyear's seasoning under cover, before
being made into barrels in the estate’s own coaggerdhe smell in the cooperage is



amazing: a mixture of a carpentry shop and toasialg and a single taciturn cooper
works diligently, resenting this intrusion.

3.- Wines

There are three key wines in the Vega Sicilia ptidfthat carry the Vega Sicilia name:
Vega Sicilia Unico Reserva Especial is the tophefrtange; a non-vintage reserva blend
produced from the best years.

Vega Sicilia Unico Gran Reserva is a vintage wip@duced only in good years and
released after a minimum of ten years ageing, aftenh longer. Valbuena 5° is Vega
Sicilia's second wine, and made from younger vimesost years, though in years
when Unico is not produced (e.g. 1992, 1997, 2Q001), grapes normally destined for
Unico will go into Valbuena. It is released onlyeaf5 years' ageing, which explains the
"5°" part of the name. A lower grade Valbuena, astd after 3 years and called
Valbuena 3°, was discontinued a few years ago.

The estate covers around 1,000 hectares, of widbh- 250 are under vines. The best
vineyards are on north facing slopes, while othaes on the alluvial deposits in the
valley: in all there are 19 different soil typesielbulk of the vines are now Tempranillo
(here called Tinto Fino or Tinto Pais), with somab€rnet Sauvignon, Malbec, Merlot,
Carmenére, and a small amount of Albillo (a lochitesgrape).In the vineyards, yields
are kept low by green harvesting, with each vinedpcing less than 2 kg of grapes.
Harvest at Vega Sicilia is always late - 1 Octostiethe earliest (2003 is the exception,
when they started mid September) — and always Ioyl.h&hey employ a team of
around 130 harvesters who pick in several passesigh the vineyards, note - no
machines, commercial wines take note. There ishanotigorous selection at the
winery, and the grapes are carefully de-stemmed. [®W yields and careful selection
means annual production is only around 25,000 casesaround 2000 people are on a
waiting list for an allocation. Interestingly, bugeare not required to take Alion or
Oremus in order to get hold of Vega Sicilia propéhnis "bundling” is not uncommon
with other "cult" wines.

Vega Sicilia is unquestionably a unique wine, and of the great Spanish classics. Its
personality not only comes from the maximum quabfythe grape and the rigour
involved in its manufacture, but also, and aboJefedm the care for detail that the
Alvarez family has succeeded in transmitting to tiwénes. From a universal
perspective, the peculiar characteristics of Veigdi&define it as a very Spanish wine
and, in fact, it is one of the national wines thedeives respect at the mention of its
name. The Vega Sicilia wines enjoy a certain old dtately air, like period furniture;
wines with great elegance, finesse, complexity #twedample capacity for maintaining
their characteristics in the bottle for a long time

The Valbuena red has aged for less time than ttga \Bcilia Unico. It is a wine that
comes from the younger vines and, it is mostly madk the varieties of tempranillo
and more merlot than cabernet sauvignon. It hagdheet cherry red colour of its older
brother, with orangey undertones, the etherealesgion of its alcohol content and the
accent of an excellent oxidative evolution, whishthe fruit of oak that has been well
tanned, which is a characteristic of the compamgd wines. Its personality is
reminiscent of the varieties used, with a hintipérred fruit. In the mouth, it has less



structure than the Vega Sicilia Unico, but holdstt@mplexity of the wine-fruit
association.

Reserva Especial has no vintage, as it blends $isrvend is representative of the more
stable concept of Vega Sicilia. With this wine, thimery seeks to continue a very old
Spanish custom and bring together the balance fd@reint vintages. Traditionally in
Spain, the few wineries that bottled their wineginsold their wines from the cask)
made two types of wine with each harvest: thathef ¢urrent year, and another wine
without a specific harvest, which was called “ReadEspecial”. It was a blend of wines
from the best harvests, which came to be the nepsesentative wine of the winery.

Unico is the reference wine of Vega Sicilia, althbut shares its special character with
the rest of the wines from the winery. It comesrfrthe older vines on the estate and is
made with the varieties of tempranillo and more etabt sauvignon than merlot.
Although it is old, the red wine maintains its livess thanks to its good acidity level
compensated by solid alcohol content. It has aens# ripe cherry colour, with the
lively edge of a wine that is always at its beste Taroma prevails with hints of roast
from the wood, and touches of hazelnut from itdative evolution from its years in
the cask. It has generous tastes of old but cleaodwwith dry tannins that are
pleasantly embittered by the oak, together withstliesation of its light sweetness of its
alcohol. It is a pedigree wine with a long, lasttagte.

4. -CLIENTS, COMMERCIAL POLITIC AND DISTRIBUTION

The wine vault's sales make it directly by shastem to those enterprises or people
that are included on the clients’ database; as#me way, only sells to restaurants and
shops that are on the clients’ list. Is not easw farivate person to accede to the list;
often are clients from many years ago.

This system makes that the clients feels wine santembers; there was the case of
people that phoned asking how many Vega Sicilidi@res has his father and also a
client with an important infirmity that the doctprohibit him to drink wine. He went
from Madrid to the wine vault in taxi to ask foistson inherited his share.

At present on Vega Sicilia’'s base there are 4.0i@édts and an admission list of about
3.000 people waiting. Every wine vault- Vega SiilAlion and Pintia — have its own
clients list and independent of the rest; not éxgstoe possibility of crossed purchases
or entailed synergies.

The first decision after the purchase in 1982 & Yrega Sicilia’'s wine vaults was
increase to the bottles’ price of the next yearsut sale in a 40%, only lost 6 clients
from the 3.500 clients that have the wine vaulthose dates. Only those clients that
during 2 years do not make any order and the urgraieliminated of the client’s base.

Vega Sicilia never had the necessity to find chesa it never offered wine at market,
never announced and make publicity of its produtt® wine vault wants a marketing
director, publicity director or public relations.h@ clients’ visits, journalism and
sommeliers attend Pablo Alvarez or Javier Ausas.



“As all the wine sells, we dedicate so many timettend our clients when they visit
our wine vaults or to visit them in their origint®untries, making dinners, tasted or
participated in benefit festivals, to the consuwieihese wines loves to put face to what
they drink”, says Pablo Alvarez.

In February, Pablo send a personal letter to ah&h resident clients, telling them that
it is disposable the New Year’'s wine to their disigon indicate them the new prices
and imploring them to not ask for so many wine. é&des the order’s confirmation to
the clients by letter, e-mail, telephone or faxd d@ngoes supplied to the clients by a
national enterprise of urgent sending, considetitadg during summer’s months, from
June to September do not supply wine to do not bydhe hotness.

Generally before summer there were send the 70%hetlients their orders: These
clients are in their totally Spanish or residenSpain, and often ask for 1,5 to 3 times
superior than the bottles assigned quantity. Inte®aper consumed all the stock from
Vega Sicilia. The new wine vault in Toro, Pintiansumes 135.000 bottles in 3 days.

The minim order by client is about 3 bottles orealty By general, the demand triplicate
Vega Sicilia’s production. When prepare the ordéso elaborate the invoice.

These national clients represent the 60%-70% otlieat’s totally, approximately the
80% of the national clients are particular that tskthe 50% of the production. The
20% rest of clients that must be restaurants aadialst shops buy the rest. The 30% -
40% rest of production exports to about 70 cousiriwhich have an importer to
country, except in Mexico that are two and in tt&Uare 29 importers.

Before they inform to the importers, on Januaryutihe new year’'s wine output; it
require them the totality’s payment by anticipatnly the freight by it own; they
charge to the national clients to 30 days invoiagdnd includes the transport in the
bottle’s price. The unpaid volume is less than %, &nd it use to be relate with the
enterprises’ payment suspensions.

At the last 15 years, the prices designated to/éga Sicilia’s wine by the wine vault
are experimented an increase superior than 500%heAfst 5 years, the increment was
being the 30%.

In Vega Sicilia did not receive many calls at tladl canter and when these produced,
almost never the wine was so bad. In all case giga\Sicilia always pay attention to the
client, conscious that also in one box, every batlolution by different way.

Another service offered to the collectors was thekcFor this, receive the bottle and
substitute the old cork by a new one, producedhénpresence of a public notary if it is
solicit by the client.

5.- Staff
The General Director, Pablo Alvarez, is a membeheffamily that owns Vega Sicilia,

and is currently the director of the winery groiijpis young man, completely given to
absolute respect for quality, maintains a feelihgincere admiration for the wines of



Vega Sicilia and is efficiently directing the AlipnTokaj Oremus and Alquiriz
companies. Without letting himself be carried avegyhis passion for wine, he applies
the rigour and scrupulousness in this microcosfiowf unique wineries as if they were
sacred precepts.

The oenological shadow of Pablo Alvarez is Xaviersas, technical director of Vega
Sicilia. This great wine chef was born in Figuef@srona) in 1968. In 1986, he studied
in the School of Oenologists in Requena (Valendaj,soon looked to France, where
he attended oenology classes in the Brevet Te@mian Blanquefort. From 1990 to
1992, he achieved the Diplome National d’Oneologam the Paul Sabatier University
in Toulouse. Xavier began working as an oenologistega Sicilia in 1992, working
on the supervision of fermentation, aging and bwtlprocesses. He is currently
technical director of the wines of the winery groBggofia Jovellar, Highly-qualified
young professionals, with great love for our winesyk with Xavier in the technical
and oenological areas of responsibility.

The Vineyard manager, Enrique Macias Gonstirdied at the Agriculture Engineering
School as well as at the Oenology School in Madvidsters Degree in viticulture and
winemaking by the UNESCO. After some years workatdeading companies in the
field, he starts in Vega Sicilia with the 2003 hestvas vineyard manager for the group
of wineries.

The Master Cooper is Jesus Rodriguez. In 1987, Alkarez family introduced
cooperage into Bodegas Vega Sicilia. For this,vifreery contracted the services and
machinery of José Maria Payueta, who was fromef®n of La Rioja, and who was to
teach his trade to a worker of the company. JesigriQuez, who had joined Vega
Sicilia in 1985, was the person who, after retiirgm Payueta in 1991, took charge of
the cooperage. Jesus has passed on all his kn@vedgs son José Enrique, who has
taken the baton and continues the traditional erefthods of the trade. José Enrique is
31 years old and began working in Vega Sicilishatage of 19.

6. - SUSTAINABILITY OF BUSINESSMODEL AND FUTURE TREATS

“Wine changes and must change, we do not drinkstilee wine now than 100 years
ago, people changes, their customs, their worktaed pleasures; the only immutable
it is the grape”says Pablo Alvarez.

“In Europe there is a big opportunity to produceegt wines, here is the tradition and
the knowledge of Centuries, and it is a culturadl giilosophic question. We can make
great wines, with personality that reflects thenwiic year. There is an important
market niche in the great quality wines. A greahewit is very difficult to make. It
cannot be for all the peopletontinuous Pablo Alvarez.

Another concern is the falsifications. How can veé the security that the etiquette
corresponds with the inside of the bottle? If this relatively secure in the harvests of
recent apparition in the market, the risk when came near to older wines.



Another problem that faces it is laws’ hardnessragh as nationals and European
about the alcoholic drinks that pretend to impasEurope dispositions more similar to
the famous old American dry law.

The first decision after the Alvarez family’s puasfe of Vega Sicilia’s wine vaults, of
increase the price of the 20.000 bottles to a 4pétmitted to pay the credit good
demand for the wine vault’s purchase in only 3 gear

In 2005, the group’s invoicing overtaken the 30liomis euros, which 21 millions
correspond to Vega Sicilia’s wine vault-“Unique”dadalbuena-, 7 millions correspond
to Alion and the rest to Pintia and the Tokaji Harngn wine vault .The net margin
rounds the 90% and the net about 30% of the inwgicuntil 2006 did not distribute
dividends, in that year 10% was intend of the bénafl the inversions suffer Vega
Sicilia‘s wine vault.

Alion is sold in about 20€ the 75 centilitres' bmttforesaw that its production goes
reduce during the next 10 years until diminish &01i@ volume while will increase it
price in a 50%.

Although Oremus it is not yet a profitable businéissy do not loose money. “The
difficult were multiples, the Hungarian authoritigisl not understand that some Spanish
people goes to by wine vaults and produce winenfferench people it is ok” says
Pablo Alvarez. At the first, there were proprietdrthe 70% and the 30% remainder
was from Hungarian government. At present day, tiexe the 90% of the business.

Vega Sicilia used to produce white wines until 1988r this reason and being Pablo
Alvarez a lover of the great white wine of the wdprin particular from borgofia’s and
rédano’s, Vega Sicilia planted 20 ha from the Frengussanne varieties, marsanne,
viognier, and chardonnay. All these varieties peacfom the high Rédano and plant in
the coldest zone of the property.Loyal to the hqinéosophy, wine vault’s responsible
waited that the stumps have more than 10 yearsd#rat in Vega Sicilia considerer
essential to the plant can equilibrate and couteibin all it capacity-for start to
elaborate the white wines. “If the final resulteafthese 5 years of work it is positive
and the wine evolves and make old ok, it continuwiib the project; on the contrary
pull up the stumps”, signalled Javier Ausas , V8gdlia’s technical director.

If this disagreeable situation will appears, thenevivault's white ‘adventure’ will
obtains spoils of 500.000 euros. “The first experee with these year’s grapes, turn us
so happy”, suggested Ausas, that adds that tomthite wine goes finally out sale, has
to demonstrate « that it is a great product, inthe’s philosophy ».

In any case, if the idea materializes, this winé wonvert in a worship object. The
annual production will oscillates between 15.006 26.000 wine’s bottles that will be
produce in new barrel, which will make the maladl@éh oak-tree (depending of the
wine’s year and the variety) and that, will readyite a large life.

Many years ago, were also an intention and or aowminof the purchase of a great
‘chateau’ in Burdeos, Cheval Blanc. However, unfodtely, the operation does not
close and Cheval Blanc was selling again 2 years ag



Alvarez’s also entered in the quality beef meatsdpction, from dark-skinned and
Alpine race from the Leon’s mountains. Also, dareatcomparative taste of their meat
with one of the best of the world, as it is the faus from Kobe in Japan, something that
it done yet- publicly compare with the best of therld, without any complex- with
their wines since some years ago.

This business called Valle del Esla specializetuliock, that needs from 3 to 4 years
to rising, in ancient times was a work animal anty dake advantage of the 10% from
the 1.000 kilograms that weigh because the rest&jraholesalers and direct sale only
want the loin and the chop.

“We have invested a lot of money and also lost sehm We haven't sold it by a
sentimental question of my father”. When he reagive2005 The Economist-Spencer
Stuart prize in the Professional Success, toldhfl17/, | am the not honorary president
of the group and daily | get solutions. | rule soaim andt it is not credible, ask my children®.



