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Decision scope: Whether to hold the planned early-2027 separation of Beverage Co. and
Global Coffee Co. subject to objective readiness gates, or defer it during JDE Peet’s integration.
Case convention: This is an author-created strategic decision exercise. The board discussion
and decision deadline are hypothetical; company disclosures and transaction terms are
historical. No private deliberations are represented.

The decision

On October 2, 2026, Keurig Dr Pepper (KDP) directors must decide whether to keep preparing
for an early-2027 separation of Beverage Co. and Global Coffee Co. while KDP integrates |JDE
Peet’s, or to defer the separation until integration and standalone readiness are further
advanced. The proposed transaction would leave refreshment beverages in one company and
combine KDP’s coffee operations with JDE Peet’s in the other. KDP describes the separation as a
target, subject to board approval and multiple legal, financial and operational conditions. [C2],
“Risks Related to the Separation,” pp. 74-75; [C9].

The timing puts two strategic aims in tension. Separation could give distinct businesses focused
leadership and clearer accountability. Waiting could protect integration work, customer
continuity and financial flexibility while the newly acquired coffee business is brought together.
The public record does not quantify a complete synergy bridge, standalone debt allocation,
transition-service plan or credit analysis.

Decision question: Should KDP preserve the early-2027 target and proceed only if specified
readiness gates are met, or defer the separation while integration proceeds?

Assignment: Advise KDP’s board as of October 2, 2026. Recommend a course, define the
evidence-based go/no-go conditions or deferral criteria, and identify the strongest argument
against your recommendation. Prepare a two-page board memo; no calculations are required.
Do not assume an undisclosed close date, debt split, synergy allocation or rating outcome.

A transaction still in motion

KDP completed the acquisition of 96.22% of |DE Peet’s on April 1, 2026, at €31.85 per tendered
share; the post-closing acceptance period raised its holding to 97.75%. The acquisition gave
KDP control of a global coffee portfolio while adding a large integration effort to the existing
Keurig and U.S. coffee businesses. The ownership and completion figures are transaction facts,
not evidence that integration benefits have been achieved. [C2], Note 3, pp. 12-14; [C6]; [CT7].
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KDP announced an intended tax-free spin-off of Global Coffee Co. and said the separation was
targeted for early 2027. The 10-Q lists conditions that include final board approval, tax opinions,
effective SEC filings, listing acceptance and audited carve-out financial statements. It warns
that the process may be delayed or may not occur. The timing is therefore a management
target, not a committed close date. [C2], “Risks Related to the Separation,” pp. 74-75; [C4];
[COl.

The financing and legal boundaries will shape what “ready” means. KDP disclosed debt
financing, a $4 billion investment for 49% of its pod-manufacturing joint venture, and a $4.5
billion convertible preferred investment. KDP consolidates the pod )V; after the separation,
Global Coffee Co. is expected to hold KDP’s retained 51% interest. The 10-Q describes investor
consent rights and other interdependencies. Final debt allocation and standalone capital
structures are not provided in the public evidence considered here. [C2], Notes 3-4, pp. 12-16,
and risk factors pp. 75-76; [C3], pro forma footnotes.

The preferred-investor consent right is conditional. While a KKR or Apollo investor owns at least
50% of its initial preferred investment, KDP needs that investor’s prior written consent if either
separated business would be rated below investment grade by Moody’s or S&P, or if defined pro
forma total net leverage immediately after separation would exceed 4.25x without a Qualified
IPO or 4.00x with one. These are contractual triggers, not universal conditions that apply
regardless of ownership, ratings or leverage. The agreement’s definitions govern; its leverage
metric is not interchangeable with KDP management’s leverage ratio. [C2], risk factors, p. 76.

The operating picture is mixed

KDP’s August 6 Q2 release showed net sales of $7.31 billion, up 75.6%, adjusted EPS of $0.57,
up 16.3%, and GAAP EPS of $0.04, down 90.0%. Acquisition accounting and specified
adjustments contribute to the divergence; the headline growth rate is not a measure of organic
improvement. Excluding JDE Peet’s, KDP reported legacy sales growth of 7.3%, split between
4.2% price realization and 3.1% volume/mix. [C3], consolidated results and reconciliation
tables.

Exhibit 1. Q2 2026 segment snapshot

Reporting segment Net sales Sales change Volume/mix Adjusted Adjusted
operating margin
income

U.S. Refreshment Beverages $2.9bn +10.0% +6.5% $874m, 29.9%
+11.9%

U.S. Coffee $918m -3.2% -8.2% $225m, 24.5%
—24.7%

JDE Peet’s $2.8bn - - $414m 14.8%

[F] Company-reported Q2 2026 values. Adjusted operating income and margin are non-GAAP
measures as defined by KDP; they are not GAAP operating results. JDE Peet’s was included for
only one quarter after the April 1 acquisition close, so its figures are not a normalized
standalone run rate or an equivalent year-over-year comparison. U.S. Coffee volume/mix
includes the reporting reclassification of Peet’s K-Cups to the JDE segment; KDP also cited
inflation and marketing investment. Source: [C3], segment results and items affecting
comparability tables. No author calculation.
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The segment snapshot offers competing signals. Refreshment beverages grew in sales,
volume/mix and adjusted operating income. U.S. Coffee declined on those measures, but its
volume/mix comparison is affected by a reporting shift. ]DE Peet’s contributed significant scale
and adjusted operating income, but only one quarter of KDP ownership is reflected. The public
figures do not isolate the effects of integration, seasonality, currency, purchase accounting and
underlying demand well enough to establish a sustainable standalone trajectory. [C3], segment
results and notes.

For the first half of 2026, KDP reported net interest expense of $617 million, compared with
$328 million a year earlier, an 88.1% increase. The filing attributes the increase to debt and
higher financing costs, including acquired JDE debt. Separately, the Q2 release reaffirmed a
management pro forma leverage target of 4.1x at year-end. The year-end figure is a target, not
actual June 30 leverage or a calculation of the distinct preferred-agreement covenant. [C2],
MD&A, pp. 45-46; [C3], headline and outlook.

KDP’s 2025 transaction announcement described approximately $400 million of expected
synergies over three years. In Q2, management said initial cost synergies had been captured,
but the reviewed public release did not provide a quantified bridge from baseline to realized
amount, costs to achieve, timing, or allocation to the future companies. These are management
targets and statements, not independently measured outcomes. [C3], CEO remarks and
comparability tables; [C4], transaction rationale.

Leadership and readiness

On October 1, KDP named Russ Torres as future Global Coffee Co. CEO. The company said he
would join on November 3, lead coffee integration and prepare the business for the planned
separation. The appointment gives the future company a named leader, but at the cutoff he had
not yet joined KDP. It does not establish his performance in the role or the readiness of the
organization. [C9].

A board decision could focus on measurable milestones rather than treating the target date as
the answer. Potential readiness domains include audited carve-out statements and SEC filings;
tax and listing conditions; standalone leadership and decision rights; customer and supplier
continuity; pod-JV governance and supply terms; shared services and transition agreements; a
defensible standalone capital structure; ratings and conditional investor-consent exposure; and
a transparent bridge for integration, separation and stranded costs. Public disclosures do not
establish whether each milestone has been achieved or define thresholds for board approval.
[C2], pp. 14-16 and 74-76; [C3]; [CI].
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Exhibit 2. Reported facts, target and conditional triggers

Iltem

Early-2027 separation

4.1x year-end management leverage

4.00x with a Qualified IPO / 4.25x
without one

Below-investment-grade rating

Q2 synergy statement

Status at cutoff

Management target, subject to
conditions

Management target

Conditional contractual leverage
triggers

Conditional contractual rating trigger

Management says initial cost
synergies captured

What it does-and does not-show

Planning date; not a guaranteed
closing date.

Management-defined measure and
timing; not actual June leverage or
the preferred agreement’s covenant
calculation.

If a preferred investor retains at least
50% of its initial investment,
exceeding the applicable defined pro
forma threshold requires that
investor’s prior written consent.

Under the same ownership condition,
a below-investment-grade rating for
either separated business requires
prior written consent.

No quantified realization bridge in the
reviewed release.

Sources: [C2], risk factors, p. 76, and separation conditions pp. 74-75; [C3], CEO remarks and
outlook; [C4]. [F] Disclosed contract or statement. “Initial cost synergies captured” is attributed
to management. The exhibit does not infer covenant headroom or readiness.

Alternatives for the board

Alternative

A. Hold the early-2027
target, subject to
objective gates

B. Defer on a
readiness-first timetable

Terms known to students

Continue parallel
integration and separation
preparation; proceed only
if board-defined legal,
financial, operating and
customer-readiness gates
pass. Defer if any critical
gate fails.

Keep the businesses
together beyond the
target while setting a new
review date or
milestone-based timeline.
Preserve the option to
separate later.

Strategic trade-off

Could preserve the focus
and accountability
rationale while avoiding a
date-only commitment.
Requires management
bandwidth across
integration and
separation; gates may
reveal late-stage issues.

Could give the incoming
coffee leader time to
integrate and validate the
operating plan, and allow
more evidence on costs
and financing. Delays
autonomy and may
prolong complexity or
weaken focus.

Evidence still needed

Gate owners and
thresholds; standalone
financials and debt
allocation; rating analysis;
TSA/customer/pod-JV
readiness; synergy and
separation-cost bridge.

What additional
integration evidence is
needed; cost of delay;
whether shared capital
allocation or decision
rights obstruct either
business; conditions to
restart separation.

The case does not presume that either path will create more value. Students should distinguish
a target from a commitment, reported facts from management targets, and possible focus
benefits from proof that KDP’s current organization misallocates capital. Academic spin-off
studies provide mechanisms and historical associations, not a KDP-specific return forecast.
[A1]-[A3].
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Student discussion

1. What problem is separation meant to solve, and which public facts show that the problem is
material at KDP?

2. What should count as a pass/fail readiness gate? Which gates should be non-negotiable, and
who should own them?

3. How should directors compare early standalone accountability with the potential benefits of
more integration time?

4. What do Q2 results and the leverage disclosures establish? Which conclusions would exceed
the available evidence?

5. What new evidence or milestone would reverse your recommendation?

Sources and cutoff

The case uses information available by October 2, 2026, at 4:00 p.m. ET. The latest financial
disclosures considered are the Q2 2026 Form 10-Q and earnings release. The October 1 CEO
appointment is included; later events and results are excluded.

» [C2] Keurig Dr Pepper, Form 10-Q for quarter ended June 30, 2026, filed August 2026. SEC
filing, Notes 3-4, MD&A pp. 43-47, and risk factors pp. 74-77.

» [C3] Keurig Dr Pepper, Q2 2026 results, August 6, 2026. Investor release, consolidated and
segment results, outlook, CEO remarks, and comparability tables.

* [C4] Keurig Dr Pepper, acquisition and planned separation announcement, August 25, 2025.
Investor release, transaction rationale and synergy target.

* [C6] Keurig Dr Pepper, JDE Peet’s acquisition completion, April 1, 2026. Investor release.
» [C7] Keurig Dr Pepper, post-closing acceptance result, April 13, 2026. Investor release.

» [C9] Keurig Dr Pepper, Russ Torres named future Global Coffee Co. CEO, October 1, 2026.
Investor release.

* [Al1] Daley, Mehrotra, and Sivakumar (1997), “Corporate Focus and Value Creation: Evidence
from Spinoffs,” Journal of Financial Economics 45(2):257-281. Publisher record.
Abstract/indexed excerpts only; provisional context.

* [A2] Desai and Jain (1999), “Firm Performance and Focus: Long-Run Stock Market
Performance Following Spinoffs,” Journal of Financial Economics 54(1):75-101. Publisher
record. Abstract/indexed excerpts only; provisional context.

* [A3] Ahn and Denis (2004), “Internal Capital Markets and Investment Policy: Evidence from
Corporate Spinoffs,” Journal of Financial Economics 71(3):489-516. Author-uploaded full text.
Full paper reviewed through design, measures, principal results, caveats and robustness.
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https://www.sec.gov/Archives/edgar/data/1418135/000141813526000051/kdp-20260630.htm
https://www.sec.gov/Archives/edgar/data/1418135/000141813526000051/kdp-20260630.htm
https://investors.keurigdrpepper.com/2026-08-06-Keurig-Dr-Pepper-Reports-Q2-Results-and-Reaffirms-Guidance-for-2026
https://investors.keurigdrpepper.com/2025-08-25-Keurig-Dr-Pepper-to-Acquire-JDE-Peets-and-Subsequently-Separate-into-Two-Independent-Companies-a-Leading-Refreshment-Beverage-Player-and-a-Global-Coffee-Champion
https://investors.keurigdrpepper.com/2026-04-01-Keurig-Dr-Pepper-Acquires-JDE-Peets-and-Announces-Rafael-Oliveira-as-CEO-of-Future-Global-Coffee-Co
https://investors.keurigdrpepper.com/2026-04-13-Keurig-Dr-Pepper-Announces-Results-of-Post-Closing-Acceptance-Period-for-Offer-for-JDE-Peets
https://investors.keurigdrpepper.com/2026-10-01-Keurig-Dr-Pepper-Names-Russ-Torres-Chief-Executive-Officer-of-Future-Global-Coffee-Co
https://www.sciencedirect.com/science/article/pii/S0304405X97000184
https://www.sciencedirect.com/science/article/pii/S0304405X9900032X
https://www.sciencedirect.com/science/article/pii/S0304405X9900032X
https://www.researchgate.net/publication/222683757_Internal_Capital_Markets_and_Investment_Policy_Evidence_from_corporate_spinoffs

