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HIGHLIGHTS

(Expressed in millions, except per share amounts and ratios)

2000

2001

Net Sales

$ 2,134

$ 2,180

2%

Gross Profit

$ 1,103

$ 1,153

5%

Operating Income

$

348

$

374

7%

Year Ended April 30,

% Change

Net Income

$

218

$

233

7%

Earnings Per Share - Basic and Diluted

$

3.18

$

3.40

7%

Cash Dividends Paid Per Common Share

$

1.21

$

1.28

6%

EBITDA

$

410

$

438

7%

Business Value Added

$

111

$

108

(2%)

Return on Average Invested Capital

18.4%

17.9%

Return on Average Common Stockholders’ Equity

22.4%

21.0%

Gross Margin

51.7%

52.9%

Operating Margin

16.3%

17.1%

Q U A R T E R LY F I N A N C I A L I N F O R M AT I O N
(Expressed in millions, except per share amounts)
Cash Dividends
Paid Per
Common Share

Market Price (High-Low)
Per Common Share
Class A
Class B

Net
Sales

Gross
Profit

$ 2,180

$1,153

$233

$ 3.40

$1.28

$71.00 - $49.00

$72.00 - $50.00

First

466

255

43

0.62

0.31

57.50 - 49.00

60.94 - 50.00

Second

647

340

80

1.17

0.31

60.75 - 49.75

61.19 - 50.44

Third

559

290

56

0.82

0.33

68.75 - 59.00

69.25 - 58.75

Fourth

508

268

54

0.79

0.33

71.00 - 58.00

72.00 - 57.65

$ 2,134

$1,103

$218

$ 3.18

$1.21

$63.38 - $45.00

$68.50 - $46.38

First

437

231

38

0.56

0.295

62.25 - 56.25

67.25 - 61.50

Second

642

321

73

1.06

0.295

63.38 - 54.75

68.38 - 57.81

Fiscal 2001

Net
Income

Earnings
Per Share–
Basic and
Diluted

Quarters

Fiscal 2000
Quarters

Third

557

284

55

0.80

0.31

63.25 - 50.56

68.50 - 54.00

Fourth

498

267

52

0.76

0.31

55.00 - 45.00

57.63 - 46.38

TO OUR STOCKHOLDERS

enclosed booklet, which tells the true
story of Jack Daniel and his whiskey.
It's a remarkable tale of how this unique
brand became a symbol of Americana
and an international success. I hope you
enjoy it.

RECORD EARNINGS
Fiscal 2001 was another record year for
our company. Earnings per share grew
7% to $3.40, and operating income
Owsley Brown II

Dear Stockholders:
Before I report on our fine results for the
last fiscal year, I'd like to tell you about
the special booklet enclosed with this
year's Annual Report.
Calendar 2000 was a very special year
for Jack Daniel's, as we celebrated the
150th birthday of the brand's founder,
Jasper Newton Daniel - better known
as Jack. We honored the occasion in
a variety of ways: producing a
commemorative bottle; mailing special
greetings to hundreds of thousands of
Jack Daniel's most devoted fans; and
by holding birthday party promotions
for Mr. Jack in more than 2,600 bars
and restaurants in 48 countries across
the globe.
Because we wanted
to include you in
our celebration, our
present to you -- in
addition to providing
solid earnings per
share growth, of
course -- is the

increased 7%. Our brands made
excellent progress in fiscal 2001, as
Jack Daniel's accelerated its worldwide
growth rate, Southern Comfort continued
its comeback, and Lenox increased
earnings at a double-digit rate for the
fourth consecutive year.
Growing gross profit is one of our key
corporate strategies and we took price
increases on several wine and spirits
brands around the world last year,
recognizing that it would slow volume
gains but contribute to higher gross
profits and better positioning for our
premium labels.

WINE & SPIRITS
Beverage operating income grew 8%
for the year, driven by strong results
from the Jack Daniel's family of brands.
Consumer demand for Jack Daniel's
Black Label around the world was
excellent, with global depletions up 6%.
Depletions improved 3% in the United
States, the brand's biggest market.
Volumes grew at a double-digit rate in
Western Europe and other important
overseas markets, although weak foreign

currencies constrained dollar earnings
outside the U.S.
Annual depletions for
Southern Comfort
increased 2% in the United
States, the brand's largest
market, while we enjoyed
double-digit gross profit
growth, primarily the result
of price increases and cost
efficiencies. Volume
trends for the brand also
improved in important
global markets.
To expand our business in
spirits categories beyond
whiskey, we gained the
rights to distribute
Finlandia Vodka in almost
every market in the world.
As a result, BrownForman's sales and
operating profits for
Finlandia more than
doubled last year, and our
depletions for the brand are
now running at an annual rate of about
1.2 million cases.
Recognizing the improved quality of
Fetzer Premium Varietals, our largest
wine brand, we raised its shelf price by
$1 dollar a bottle, which increased
Fetzer's gross profit growth to a high
single-digit rate. We also took price
increases on Bolla, resulting in higher
profits for that brand as well.
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Two industry-wide events reduced 2001
results for the Brown-Forman beverage
group. Though Korbel Champagne
gained market share during the year, a
sharp decline in the U.S. sparkling wine
category, resulting from the need to
reduce distributor and retailer inventories
built up during the Millennium year,
triggered a 32% drop in depletions for
the brand. In addition, a slowdown in
Scotch production led to a significant
decline in our sales of used bourbon
barrels to Scotch whisky distillers,
lowering the company's operating
earnings by $8 million compared to
the prior year. Excluding Korbel and
the used barrel business, wine and spirits
revenues increased 6%, gross profit rose
7%, and operating income improved 13%.

Lenox's profits grew at a double-digit
rate for the fourth consecutive year,
fueled by strong gains at its direct
marketing division. Lenox continues
to expand its consumer base through
successful catalogue, direct mail and
Internet activities. Its traditional
wholesale business softened during
the last half of the fiscal year, however.
Hartmann, the smaller of the Consumer
Durables businesses, suffered an
unusually difficult holiday season, a
trend that continued through the fourth
quarter. Restructuring costs of $1
million were incurred during the second
half of the fiscal year to improve
Hartmann's future performance.

ACQUISITION ACTIVITY
Other key financial measures
strengthened for the beverage group: the
segment's gross profit margin rose 1.4
percentage points to 54.0%, continuing
a long-term trend of steadily improving
gross margins; advertising support
increased 4% as measured in U.S. dollars
and 7% on a local currency basis; and
increased capital investments expanded
capacity at Jack Daniel's and at the
company's premium wineries.

As part of gaining broader distribution
rights for Finlandia Vodka, BrownForman acquired a 45% equity interest in
this important brand last year. We also
purchased a small percent of the equity
of Glenmorangie Single Malt Scotch and
a larger one in Tuaca, an Italian Liqueur.

We are highly alert to all opportunities
to acquire new brands, and aggressively
pursue them when they arise. For
example, we partnered with Bacardi Ltd.
to make a very strong bid in the auction
for the Seagram wine and spirits
business. More recently, we were
the leading contender in an effort to
acquire a major wine brand, whose
owners ultimately decided to keep the
business rather than sell it.
While we are disappointed with the
outcome of our efforts to acquire these
desirable brands, they were not essential
for our future prospects. We have a very
strong company that is focused on
growing our existing portfolio of
premium brands. As other companies
deal with the problems of integrating
new organizations and brands, we will be
poised to take advantage of any slippage
in attention to their business.
Brown-Forman remains very interested
in adding complementary spirits and
wine brands that may become available
in the future, and we will always be
guided by our desire to enhance, not
diminish, the long-term value of our
shareholders’ investment.

CONSUMER DURABLES

OUTLOOK FOR THE FUTURE

The Consumer Durables segment,
which consists of Lenox and Hartmann,
reported gains of 3% in sales, 4% in
gross profit, and 6% in operating income.

We continue to have a positive outlook
for Brown-Forman's long-term growth.
Earnings per share for the full fiscal year
2002 are currently expected to grow at a
rate comparable to that of fiscal 2001.
First quarter comparisons will be
difficult, however, as significant currency
hedging gains in last year's first quarter

2

will not be replicated this year.
Weakening currencies in Europe
and Australia have constrained
Brown-Forman’s results over the
past several years, a trend which has
continued into fiscal 2002.

It is my pleasure to remind you that
William M. Street was elected president
of Brown-Forman Corporation last fall.
His day-to-day activities include his
responsibilities as president and CEO
of Brown-Forman Beverages Worldwide
(BFBW). Bill's leadership of BFBW
since its formation in 1994 has been truly
exemplary. In addition, he is a superb
counselor, not only to me, but to many
in our company, and his election as
president of the corporation gives fuller
recognition to the pivotal leadership role
he plays in the company's continuing
growth and prosperity.

than two decades of global financial
and operational experience in the energy
and technology fields and has served as
chief financial officer and a member of
the executive teams of four large
divisions of Fortune 100 companies.
She joins Brown-Forman from Motorola
subsidiary Propel, Inc. Prior to that,
Phoebe enjoyed a long career with the
Atlantic Richfield Company.
Two other Brown-Forman executives
earned noteworthy promotions during
the year. Michael V. Cheek was named
executive vice president of BFBW and
president of Brown-Forman's new Global
Spirits Group, and Thomas P. Burnet,
president of the company's Wine Group,
also was named executive vice president
of BFBW.
I thank all of our employees, our
shareholders, and our many business
partners and associates throughout the
world for your help in making fiscal
2001 a very profitable and successful
year.
Sincerely yours,

Owsley Brown II
Chairman and Chief Executive Officer
June 21, 2001

A new leader joined the company last
year, as Phoebe A. Wood became our
chief financial officer. She has more
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"All Goods
Worth Price
Charged."
These words
displayed on a
sign at the
Jack Daniel
Distillery many
years ago form a
simple statement, one that
recalls an uncomplicated time
before consumer products had
the benefit of sophisticated
marketing and advertising
programs. The message is
straightforward: the quality
of our whiskey is worth what
we ask you to pay for it.
From that time on, we've
never deviated from our
commitment to make the
finest quality Jack Daniel's
Tennessee Whiskey, batch
after batch. We've become
more refined, perhaps, in
delivering this message to
consumers, but the underlying
truth is unchanged.
And that's the reason Jack
Daniel's today is the top
selling American whiskey in
the world and the number one
whiskey of any type in the
U.S. Because even in today's
complicated, frenetic-paced
world, quality is always
highly valued.

Introduced in 1996,
Woodford Reserve Bourbon
is one of the fastest-growing
small batch bourbons in
the U.S. In addition to
the superior quality of the
whiskey, the brand benefits
from excellent packaging
and superb advertising.
Founded in 1831, Gorham Sterling
Silver has long been the market leader
in the U.S. The popular Chantilly
pattern shown here demonstrates
Gorham's fine craftsmanship.

Q

UALITY
The excellent quality of
Bonterra Wines can be
attributed to organically
grown grapes illustrated
in this photograph. All
Bonterra wines are made
from grapes farmed
organically, with no
pesticides, herbicides or
synthetic fertilizers used.
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Founded by
Walter Scott
Lenox in 1889,
Lenox has
created official
White House
china over the past 80 years,
as Presidents Woodrow
Wilson, Franklin Roosevelt,
Harry Truman, and Ronald
Reagan each commissioned
different official White House
patterns.
To commemorate the 200th
anniversary of the White
House last year, President
Bill Clinton asked Lenox to
produce a fifth White House
china service. The new china
(in the photo at right),
designed by Hillary Clinton
working with the Lenox
design and production team,
differs from previous White
House porcelain by featuring
pale shades instead of
primary colors. The new
china is also the first to
feature an image of the
White House.
Lenox China is the choice of
American consumers as well
as presidents. Last year, six
of the top ten fine china
dinnerware patterns sold in
the U.S. were made by Lenox.

Bolla Wines were
introduced in the mid-1800s
by Italian innkeeper Abele
Bolla, who was revered for
serving only the finest
quality wines to his guests.
Bolla's "Open Up"
advertising campaign
celebrates the Italian
tradition of families and
friends living life “in the
moment.”

Created by bartender M.W. Heron in the
1870s, Southern Comfort has long been
associated with the city of New Orleans.
New integrated advertising and marketing
programs emphasize this New Orleans
heritage to promote the mixability
of Southern Comfort and the festive
atmosphere of the Crescent City.

H ERITAGE
Old Forester,
Brown-Forman's original
brand, began a new
advertising campaign
last year highlighting
company founder
George Garvin Brown's
handwritten assurance of
quality that has appeared
on the brand's label since
its introduction in 1870.
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Excellent
packaging is
one of the most
important aspects
of consumer
marketing.
Fetzer introduced
new labels last
year to more
appropriately
match the quality
of the wine in the bottle.
Fetzer Premium Varietal
Wines, such as Eagle Peak
Merlot, Sundial Chardonnay,
and Valley Oaks Cabernet
Sauvignon, consistently earn
high marks from wine writers
and are among the top sellers
in their respective varietal
categories. Last year the
company increased prices on
these wines to better reflect
their quality, resulting in
higher profits for the brand.
Americans have significantly
increased their consumption of
red wine over the last decade
and Fetzer has capitalized on
this trend with Eagle Peak
Merlot (in the photo at right)
and Valley Oaks Syrah. The
1999 Eagle Peak Merlot was
recently named best value
merlot under $20 by the
Wall Street Journal.

The Jack Daniel's marketing team uses many
techniques to communicate with consumers, including
"e-cards," which are digital postcards with animated
graphics. Hundreds of thousands of e-cards were sent
this past year to individuals who registered on the
Jack Daniel's Web site (jackdaniels.com).

Italy is one of the most promising international
markets for Southern Comfort, offering significant
potential for long-term growth. We recently
launched a special "Southern Comfort South
Sunrise" drink promotion in key on-premise
accounts there, emphasizing the brand's
versatility and great taste to new consumers.

M ARKETING
Canadian Mist's
performance improved
significantly in fiscal 2001,
the result of the new
lightweight "Easy Pour"
1.75 liter PET bottle that
was rolled out nationally
during the year, as well as a
strong advertising campaign
supporting it.
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Southern
Comfort is a
great success
story for
Brown-Forman.
The brand grew
in the U.S.
last year for
the second
consecutive year,
while its volume trends also
improved in important
overseas markets. Domestic
depletion growth occurred
despite a price increase,
resulting in a significant boost
in gross profit for the brand.
One reason for the renewed
success of Southern Comfort
in the U.S. is a refocusing of
our marketing efforts on the
brand as an excellent mixer
to create great tasting drinks.
The Southern Comfort
Hurricane (in the photo at
right), which also links nicely
to the brand's New Orleans
heritage, is one such example.
In fiscal 2002, the company
is introducing the first new
packaging for Southern
Comfort in over 65 years.
The new contemporary bottle
will help reinforce the brand's
premium image with
consumers across the globe.

Finlandia Vodka was
recently named one of the
spirits industry's "Hot
Brands" by a leading trade
magazine for producing
three consecutive years of
double-digit growth in the
U.S. Effective advertising
executions, such as the one
shown here, contributed
significantly to this success.

Early Times shipments and
depletions remained steady
within a declining category
last year. In the third
quarter, Early Times
introduced a new 1.75 liter
PET bottle and is receiving
outstanding feedback from
both the trade and
consumers.

M ARKETING
Fetzer Vineyards is a
popular destination among
tourists visiting Northern
California's wine country.
Limited edition wines and
specialty foods at the Fetzer
Tasting Room and Gift
Shop shown here are two
reasons that wine aficionados
enjoy this Mendocino
County landmark.

11

Bolla Italian
Wines continued
their resurgence
in the U.S. last
year, with solid
volume growth
and a doubledigit gross profit
increase.
Worldwide
depletions declined slightly in
fiscal 2001, but this was the
result of deliberate action by
the company to phase out low
margin business in some
overseas markets.
In fiscal 2001, Bolla became
the number one selling
Italian wine brand in the
U.S. and its Pinot Grigio
is the top seller in this
fast-growing varietal category.
Bolla's improved performance
is a result of the successful
repositioning of the brand as
the “true and trusted” Italian
wine choice for American
consumers. Improvements in
wine styling, marketing, and
distribution have all
contributed to this success.

Brown-Forman's Duty Free business has grown in
recent years, thanks in part to unique packaging
available only to international travelers.
Lenox Collections enjoyed a fourth consecutive
year of impressive growth in fiscal 2001. A
contributing factor to this success was its Web
site, lenoxcollections.com, which was named one
of the top 500 e-commerce sites in the U.S. last
year by a leading Internet publication.

D

ISTRIBUTION

Sonoma-Cutrer was
recently named the top
Chardonnay sold through
U.S. fine dining restaurants
for the third consecutive
year. Sonoma-Cutrer's
status as the top selling
Chardonnay helps
Brown-Forman gain
access for our other fine
wines and spirits in top
tier restaurants.
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In addition
to our solid
financial
performance,
Brown-Forman
had much to celebrate
in fiscal 2001.
Woodford Reserve was named
the World's Best Bourbon at
the 2000 World Spirits
Competition, beating out 21
other bourbons and earning
a rare Double Gold honor
from the 12 distinguished
spirits experts judging the
competition. Finlandia Vodka
and Ardbeg Single Malt
Scotch also won gold medals
at the event, which attracted
more than 1,000 entries
from around the world.
We commemorated 30 years
of working with Suntory, our
distributor in Japan - one of
the longest supplier-distributor
relationships in the global
beverage alcohol industry. We
turned Jack Daniel's 150th
birthday into a worldwide
promotion by sponsoring
more than 2,600 parties in
48 countries. And Korbel
California Champagnes
helped thousands of
Americans celebrate a variety
of individual accomplishments,
both grand and small.

Executives of Brown-Forman and Suntory, which
distributes our brands in Japan, gathered in Tokyo
last year to celebrate the 30th anniversary of their
successful business relationship. Shin Torii (left),
president of Suntory, and Bill Street, president of
Brown-Forman, signed the head of a commemorative
barrel to mark the occasion.

C

Country music band BR5-49 helped
celebrate Jack Daniel's 150th birthday
last year by performing at many
brand-sponsored parties across the U.S.
The three time Grammy-nominated
band traveled in appropriate style in
its black Jack Daniel's tour bus.

ELEBRATION
As the runaway leader in
the U.S. sparkling wine
category, Korbel California
Champagne is present at
many festive occasions,
including weddings,
anniversaries, and birthdays.
The brand's marketing
program is designed to
influence consumers to
also drink Korbel at life's
many little celebrations.

©2001 F. Korbel & Bros., Guerneville, Sonoma County, CA. Producers of fine California méthode champenoise champagnes for 119 years.
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SELECTED FINANCIAL DATA
Year Ended April 30,
(Expressed in millions, except per share amounts and ratios)

Operations
Net Sales

1992

1993

1994

1995

1996

1997

1998

1999

2000

2001

$1,490

1,644

1,606

1,672

1,793

1,824

1,906

2,009

2,134

2,180

Gross Profit

$ 714

777

768

815

864

885

956

1,019

1,103

1,153

Operating Income

$ 234

255

240

268

274

287

307

322

348

374

Net Income

$ 146

156

129

149

160

169

185

202

218

233

82.7
82.7

82.7
82.7

78.7
78.7

69.0
69.0

69.0
69.0

69.0
69.0

68.9
69.0

68.6
68.7

68.5
68.6

68.5
68.6

Earnings Per Share
- Basic and Diluted

$ 1.76

1.88

1.63

2.15

2.31

2.45

2.67

2.93

3.18

3.40

Cash Dividends Paid
Per Common Share

$ 0.78

0.86

0.93

0.97

1.02

1.06

1.10

1.15

1.21

1.28

Average Invested Capital

$ 823

925

900

835

875

929

948

1,049

1,238

1,357

Average Common
Stockholders’ Equity

$ 686

765

629

493

578

671

756

854

974

1,110

Total Assets

$1,194

1,311

1,234

1,286

1,381

1,428

1,494

1,735

1,802

1,939

Long-Term Debt

$ 114

154

299

247

211

63

50

53

41

40

Gross Margin

47.9%

47.3%

47.8%

48.8%

48.2%

48.5%

50.2%

50.7%

51.7%

52.9%

Operating Margin

15.7%

15.5%

15.0%

16.0%

15.3%

15.8%

16.1%

16.0%

16.3%

17.1%

Effective Tax Rate

34.6%

35.6%

37.4%

39.8%

37.8%

38.0%

37.6%

36.5%

36.5%

36.3%

Return on Average Invested Capital

18.8%

18.0%

15.4%

19.5%

19.7%

19.4%

20.4%

19.8%

18.4%

17.9%

Return on Average Common
Stockholders’ Equity

21.3%

20.4%

20.4%

30.1%

27.5%

25.2%

24.3%

23.6%

22.4%

21.0%

Total Debt to Total Capital

15.5%

16.4%

43.6%

35.7%

29.6%

23.6%

16.7%

24.5%

20.3%

17.1%

Total Cash Dividends
Paid to Net Income

44.4%

45.8%

57.5%

45.3%

44.2%

43.3%

41.2%

39.3%

38.1%

37.7%

Cash Flows from Operations

$ 156

193

221

197

167

176

220

213

241

231

EBITDA

$ 271

299

286

311

320

337

358

377

410

438

Weighted Average Shares used to
calculate Earnings Per Share
- Basic
- Diluted

Invested Capital

Other Key Measures

Notes:
1. Includes the operations of Dansk International Designs Ltd., Fetzer Vineyards, and Sonoma-Cutrer Vineyards since their acquisitions on July 2, 1991,
August 31, 1992, and April 15, 1999, respectively.
2. Fiscal 1994 net income and earnings per share were reduced by $32 million and $0.41, respectively, from the cumulative effect of accounting changes.
3. On October 15, 1993, the company sold Brown-Forman Enterprises, its credit card processing operations, resulting in an after-tax gain of $18 million.
4. Weighted average shares, earnings per share, and cash dividends paid per common share have been adjusted for a 3-for-1 common stock split in fiscal 1994.
5. Return on Average Invested Capital is defined as the sum of net income (excluding extraordinary items) and after-tax interest expense, divided by average invested
capital. Invested capital is the sum of all interest-bearing debt and preferred and common equity.
6. Return on Average Common Stockholders’ Equity is defined as income applicable to common stock divided by average common stockholders’ equity.
7. Total Debt to Total Capital is defined as debt divided by the sum of debt and preferred and common equity.
8. EBITDA is defined as earnings before interest, taxes, depreciation, and amortization, and as such represents a measure of the company’s cash flow. It should be
considered in addition to, but not as a substitute for, other measures of financial performance that are in accordance with generally accepted accounting principles.
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MANAGEMENT’S

DISCUSSION AND ANALYSIS

In the discussion below, and in the Chairman’s letter, we review BrownForman’s consolidated financial condition and results of operations for the
fiscal years ended April 30, 1999, 2000, and 2001. We also discuss factors
that may affect the company's future financial condition. Please read this
section along with Brown-Forman’s consolidated financial statements for
the year ended April 30, 2001, and the related notes.
When we make forward-looking statements about Brown-Forman’s
anticipated financial performance, business prospects, new products, or
similar matters, we do not guarantee that the results indicated will actually
be achieved. The Private Securities Litigation Reform Act of 1995 provides
a safe harbor for forward-looking statements. To comply with the terms of
the safe harbor, we have prepared a non-exclusive list of important risk
factors that could cause our actual results to differ materially from
anticipated results. You can find this list in Part II, Item 7 of the company’s
Annual Report on Form 10-K, into which this discussion is incorporated by
reference.
CONSOLIDATED SUMMARY OF OPERATING PERFORMANCE

Gross profit is a key measure by which we gauge the quality of our
performance. Fiscal 2001 gross profit growth of 5% outpaced the rate
of sales gains, reflecting a continuing shift toward higher-margin
products, as well as benefits from selected price increases and stable
costs.

Gross Profit

Millions
$1,250

+5%

+8%
+7%
$1,000

$750

$500

$250

Fiscal 2001 Compared to 2000
$0

Net sales reached record levels in fiscal 2001, growing 2% or $46 million.
Sales of wine and spirits increased 2%, as solid growth of Jack Daniel’s
Tennessee Whiskey was tempered by lower shipments of Korbel
Champagne following the Millennium boom. Revenues from the consumer
durables segment improved 3%, fueled by gains in catalogue, direct mail,
and Internet channels.

Net Sales

Millions
$2,500

+6%

1999

2000

2001

Consumer Durables
Wine and Spirits

By focusing marketing efforts on high-margin products and realizing
manufacturing efficiencies, the company's gross margin achieved a
record level of nearly 53% in fiscal 2001. This ongoing trend has been
a particularly impressive achievement given the weakening of foreign
currencies over the past five years, which has depressed our results
when translated into U.S. dollars.

+2%

+5%

Gross Margin

$2,000
54%
$1,500
52%
$1,000

50%

$500

$0

48%
1999

2000

2001

Consumer Durables
46%

Wine and Spirits

International sales of $370 million were up 4% in fiscal 2001 despite a
weakening of foreign currencies against the U.S. dollar. Sales in the
United States, representing 81% of our revenues (excluding excise
taxes), grew 2% in fiscal 2001. A slowing U.S. economy softened sales
trends during the last half of the fiscal year, particularly in the
traditional wholesale channels of our consumer durables segment.
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Operating income for fiscal 2001 improved $26 million, or 7%. A
$23 million increase in profits from wine and spirits was driven
primarily by growth of Jack Daniel’s. Operating income for the
consumer durables segment increased $3 million, largely attributable to
successful new products sold directly to consumers. In addition to the
negative impact of weakening foreign currencies, Brown-Forman’s
earnings growth was tempered by lower profits from Korbel
Champagne, sales of used barrels, and Hartmann luggage.

Operating Income

Millions

+7%

$375
+8%

Fiscal 2000 Compared to 1999
Net sales grew $125 million, or 6%, in fiscal 2000. Sales of wine and
spirits increased 7%, primarily driven by higher volumes for the Jack
Daniel’s family of brands, Korbel Champagne, and Fetzer Wines, as well
as the addition of Sonoma-Cutrer. Sales from the consumer durables
segment improved 5%, reflecting higher revenues from dinnerware and
collectibles.
Gross profit growth of 8% outpaced the rate of sales growth. A
continuing shift toward higher-margin products, selected price increases,
and stable costs has resulted in a significant improvement in BrownForman’s gross margin over the past ten years.

+5%

Operating income improved 8% during fiscal 2000. Profits from wine
and spirits grew $20 million, due principally to strong results by Jack
Daniel’s and Fetzer. Operating income for the consumer durables segment
increased $6 million in fiscal 2000, reflecting broad improvement across
most product lines and channels of distribution.

$300

$225
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Earnings per share grew 9% over fiscal 1999 to $3.18 per share, fueled
by strong operating income growth.
$75

BUSINESS VALUE ADDED
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Consumer Durables
Wine and Spirits

Earnings per share reached a record $3.40, up 7% over fiscal 2000.
A slower growth rate in 2001 principally reflects an industry-wide
contraction in sales of sparkling wine and used barrels, as well as
weakening foreign currencies and a softer U.S. economy.

Brown-Forman’s foremost goal is to increase the value of our
shareholders’ investment. To assist us in achieving this objective, we
evaluate performance and compensate our management based on a
measure we call Business Value Added (BVA). We define BVA as the
company’s after-tax operating income less a capital charge for net
operating assets employed, recognizing not only the profits generated by
the company but also the investment required to produce those profits.
Business Value Added

Millions
$140

+8%
+14%
+10%

$105

Earnings per Share
+7%

$3.50
+9%
$3.00

$70

+10%

$35
$2.50

$2.00

$0
1999

2000

2001

Adjusted for deferred taxes; investments in
Sonoma-Cutrer and Finlandia

$1.50

$1.00
999

000

001

As defined
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BVA, as defined, grew 9% in fiscal 1999 and 4% in fiscal 2000, and
declined 2% in fiscal 2001. These results were affected by a change in
U.S. tax regulations, requiring us to repay a $200 million deferred tax
liability over a four year period ending in fiscal 2003. Further, although
we expect recent investments in Sonoma-Cutrer and Finlandia will
enhance BVA over the long term, these investments have also diluted
BVA growth rates. Adjusted for these items, BVA increased 10% in
fiscal 1999, 14% in fiscal 2000, and 8% in fiscal 2001.
Returns on average invested capital and stockholders’ equity were
similarly influenced by these same factors. The company’s returns have
therefore trended lower, but remain at very healthy rates.

30%

23.6%

20%

22.4%
21.0%

19.8%
18.4%

17.9%

10%

0%
999

000

WINE AND SPIRITS SEGMENT
Summary of Operating Performance
(Dollars in millions)

Net Sales
% Change
Gross Profit
% Change
Advertising Expenses
% Change
SG&A Expenses
% Change
Operating Income
% Change
EBITDA
% Change
Gross Margin
Operating Margin

1999
$ 1,447
6%
$ 742
8%
$ 191
9%
$ 267
10%
$ 284
5%
$ 314
4%
51.3%
19.6%

2000
$ 1,543
7%
$ 812
9%
$ 206
8%
$ 303
14%
$ 304
7%
$ 341
8%
52.6%
19.7%

2001
$ 1,573
2%
$ 849
5%
$ 214
4%
$ 309
2%
$ 327
8%
$ 367
8%
54.0%
20.8%

001

Return on average invested capital
Return on average common stockholders' equity

COMPANY OUTLOOK
We believe the outlook for Brown-Forman’s growth is positive. Longterm demographic trends for premium wine and spirits brands remain
favorable in the U.S. -- the company’s primary market -- and, despite
challenges posed by a continued weakening of international currencies,
prospects remain promising in other important markets as well. To
capitalize on these opportunities, we plan additional increases in the
marketing investments behind our beverage brands. We will also
continue to penetrate new markets by expanding our global sales,
marketing, and distribution resources, as well as developing new
products within promising market segments. Expanding BrownForman’s portfolio of premium brands represents another opportunity
for growth, as illustrated by the company’s investments in Finlandia,
Glenmorangie, and Tuaca during fiscal 2001.
The outlook is also positive for our consumer durables business.
Lenox is the leader in the U.S. market for fine china dinnerware, and
is continuing to create value for shareholders by capitalizing on its
portfolio of powerful brand names. While a softening U.S. economy
has slowed growth for Lenox and Hartmann products sold through
traditional wholesale channels, we are successfully developing new
distribution channels that reach consumers directly.
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We expect fiscal 2002 earnings to grow at a rate comparable to fiscal
2001. First quarter comparisons to last year will be difficult, however,
as significant currency hedging gains in the first quarter of fiscal 2001
will not be replicated in fiscal 2002.

Fiscal 2001 Compared to 2000
Net sales improved $30 million, or 2%, driven by strong results for the
Jack Daniel’s family of brands. Jack Daniel’s Black Label experienced
excellent consumer demand around the world, with worldwide annual
depletions up 6%. Depletions improved 3% in the United States, the
brand’s biggest market. Volumes grew at a double-digit rate in Western
Europe and other important overseas markets.
We expanded our distribution rights to Finlandia Vodka during fiscal
2001, which also contributed to higher beverage sales. While unit
volumes for Fetzer and Bolla declined modestly, higher prices yielded
increased revenue for both brands. Shipments of Korbel Champagnes
declined significantly in fiscal 2001, reflecting an industry-wide
contraction in sales of sparkling wines.

Worldwide depletions (case sales from wholesalers to retailers,
representing our best approximation of consumer purchases) for our
major brands were as follows in fiscal 2001:
Change
From Fiscal
2000

Nine-Liter
Cases

Spirits
Jack Daniel’s
Canadian Mist
Southern Comfort
Early Times
Finlandia

6,365,000
2,375,000
2,120,000
1,115,000
925,000*

6%
-2%
—
-3%
N/A

Millions

Wine and Spirits Advertising

$250

+9%

+8%

+4%

$200

$150

$100

$50

Wine
Fetzer
Bolla
Korbel Champagnes

2,810,000
1,550,000
990,000

-3%
-2%
-32%

* Represents nine months’ volume for most of the world. Brown-Forman’s
distribution rights to Finlandia were expanded to include most global markets
effective August 1, 2000.

Gross profit expanded 5%, or $37 million. Gross margin increased
from 52.6% to 54.0%, continuing a long-term trend of steady
improvement.
Wine and Spirits
Gross Margin
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Operating income improved 8% in fiscal 2001. Strong results for the
Jack Daniel’s family of brands were tempered by two adverse industrywide events. Although Korbel Champagne gained market share during
the year, a sharp decline in the U.S. sparkling wine category following
the Millennium boom resulted in lower volumes for the brand. In
addition, a slowdown in Scotch production led to a significant decline in
sales of used barrels to Scotch whisky distillers. Excluding Korbel and
the used barrel business, segment operating income improved 13%.
Weakening currencies in Europe and Australia have constrained
beverage sales and profit growth over the past several years, and current
conditions indicate this trend will continue in fiscal 2002.

54%

52%

Fiscal 2000 Compared to 1999
50%

Net sales grew $96 million, or 7%, due principally to higher volumes
for the Jack Daniel's family of brands, Korbel Champagne, Fetzer and
Finlandia, as well as the addition of Sonoma-Cutrer and Tuaca.
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Advertising expenses grew 4% as measured in U.S. dollars, up 7% on
a local currency basis. Selling, general, and administrative expenses
increased a modest 2%, reflecting productivity gains from recent
process and technology improvements.

Gross profit grew 9% during fiscal 2000. Improvement in gross
margin from 51.3% to 52.6% reflected the realization of cost
efficiencies and modest price increases, as well as an improving product
mix. Several new and developing brands contributed to growth in gross
profit, including Woodford Reserve, Sonoma-Cutrer, Tuaca,
Glenmorangie, Don Eduardo, and McPherson Wines.
Advertising expenses increased 8%, reflecting a sustained commitment
to brand-building and future growth. Selling, general, and
administrative expenses rose 14%, primarily due to incremental costs
associated with the acquisition of Sonoma-Cutrer, as well as significant
investments to improve our processes and systems.
Operating income increased 7%, fueled by strong worldwide
performance for the Jack Daniel’s family of brands, as well as U.S.
growth for Fetzer and Bolla wines, Southern Comfort, and Finlandia
Vodka.
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Business Environment for Wine and Spirits
Our ability to market and sell our beverage alcohol products depends
heavily on government policy towards those products and the attitude
of society in general about drinking. This is true both in the United
States, Brown-Forman's largest market, and around the world.
The most significant public issues involving the alcohol industry are
the problems associated with improper use of beverage alcohol.
Brown-Forman strongly opposes abusive drinking and contributes
significant amounts of money to programs aimed at understanding and
curbing alcohol abuse, especially drunk driving and underage drinking.
We also support and abide by voluntary industry marketing and
advertising guidelines. Brown-Forman and other beverage alcohol
producers take a prominent role in encouraging responsible
consumption of our products and in warning against alcohol abuse.
Brown-Forman supports social awareness organizations that fight
alcohol abuse and provide education about beverage alcohol, often in
partnership with government health officials.
As a society, we are more likely to curb alcohol abuse through better
education about beverage alcohol and moderate drinking than with
restrictions on alcohol advertising and sales or punitive taxation.
Especially in the U.S., distilled spirits are at a disadvantage to beer and
wine in taxation, advertising, and the number and type of sales outlets.
A major goal of Brown-Forman and other distillers is to achieve
greater cultural acceptance of our products and equality with beer and
wine in access to the consumer. Among the objectives Brown-Forman
seeks are: greater access to television advertising for liquor; fairer rules
for product distribution, so that our customers can purchase our
beverage products more conveniently; freedom to advertise our
products outdoors, in the face of some municipal ordinances that
discriminate against billboard advertising of beverage alcohol;
expanded distribution and fairer taxation of low-proof ready-to-drink
spirits drinks, which often have restricted distribution and higher taxes
than similar wine and malt based products; and improved access to
foreign markets, many of which have discriminatory taxation or other
non-tariff barriers to U.S. beverage imports.
Beverage alcohol sales are sensitive to higher tax rates. In the U.S.,
no legislation to increase federal excise taxes on distilled spirits is
currently pending, but a future tax increase cannot be ruled out.
Similarly, state legislatures periodically increase beverage alcohol
taxes and there are even local taxes in a few states. The cumulative
effect of such tax increases over time hurts sales. With more than half
of what a consumer pays going to taxes (approximately 58% of the
price of a typical bottle of bourbon), distilled spirits are the highest
taxed consumer product in the U.S. Brown-Forman works for
reasonable excise tax reductions to remedy this situation. Tax rates
and advertising restrictions also affect beverage alcohol markets
outside the U.S., but to date the impact of those changes in any one
market is not significant to the company's overall business.
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Sales revenue from international markets is affected by the strength of
the U.S. dollar. Over the past several years, the strong dollar has
limited the revenue growth of our international business, especially in
Europe, despite excellent unit sales growth. A further strengthening of
the dollar would have adverse effects on our dollar revenues.
In the publicity surrounding the many lawsuits against the tobacco
industry (and the onset of litigation against the gun industry), some
commentators have suggested that other industries, such as alcohol, fast
foods, and automobiles, may be next. However, we do not believe the
legal theories that created liability for the tobacco companies apply to
beverage alcohol. Most importantly, the products are different. When
used as intended, beverage alcohol is not harmful to otherwise healthy
individuals. Unlike tobacco, moderate consumption of beverage alcohol
is believed to convey health benefits to many consumers. In particular,
scientists and health care experts report that beverage alcohol may have
positive cardiovascular health benefits for many otherwise healthy
adults. Although Brown-Forman does not recommend that adults drink
beverage alcohol for health reasons, the potential health benefits of
responsible beverage alcohol consumption are another important
distinction between alcohol and tobacco. The dangers of alcohol abuse
are commonly known and have never been concealed by alcohol
producers. Indeed, distillers are at the forefront of efforts to combat
drunk driving and underage drinking. Lastly, state and federal
governments stringently regulate the content, manufacture, marketing,
and sale of beverage alcohol, and in particular the federal government
requires the placement of a warning label on the beverage container.
We are in a period of consolidation in the beverage alcohol industry,
most notably illustrated by the pending sale of the Seagram Spirits and
Wine Group. Brown-Forman partnered with Bacardi Ltd. in an effort
to purchase the Seagram business, but was outbid. Brown-Forman
recognizes the value of increasing the scale of its spirits and wine
business, particularly as it relates to our influence within the U.S.
distribution system. However, Brown-Forman also looks at the overall
cost of an acquisition and attempts to expand its portfolio only by
acquiring brands that are additive on a net basis to the value of our
company. Our recent equity investments in Finlandia Vodka,
Glenmorangie Scotch Whisky, and Sonoma-Cutrer Wines illustrate
this philosophy.
Brown-Forman has not made major investments in overseas
distribution networks and mostly employs other spirits producers to
distribute and market our products outside the U.S. Although
consolidation among spirits producers theoretically could hinder the
distribution of our spirits products in the future, to date this has rarely
happened. Other spirits companies typically seek to distribute our
premium spirits and wine brands and we expect that demand to
continue.

Fiscal 2000 Compared to 1999

CONSUMER DURABLES SEGMENT
Summary of Operating Performance
(Dollars in millions)

Net Sales

1999

2000

2001

$ 562

$ 591

$ 607

% Change

4%

5%

3%

Gross Profit

$ 277

$ 291

$ 304

% Change

4%

Advertising Expenses

$

% Change

SG&A Expenses

% Change

Gross Margin
Operating Margin

75

4%

$

81

5%

8%

$ 168

$ 172

$ 176

—

2%

3%

$

% Change

EBITDA

5%

$

14%

% Change

Operating Income

71

38

$

44

8%

$

63

$

16%

$

69

Net sales increased $29 million, or 5%, as china, crystal, and stainless
flatware lines all performed strongly. Several casual dinnerware
patterns introduced during the year were particularly successful,
including new lines designed for seasonal use. Revenues from the
wholesale channel increased more than 7%, while same-store sales for
company-owned stores rose 5%. The Lenox Collections direct
marketing group continued to grow by reaching more consumers
through its successful catalogue, direct mail, and Internet venues.
Hartmann luggage also realized solid gains in sales and profits.
Gross profit increased $14 million in fiscal 2000, as gross margins
held constant across most product lines.

47
6%

$

71

12%

10%

2%

49.4%
6.8%

49.3%
7.5%

50.1%
7.7%

Our consumer durables segment includes fine china, crystal, silver,
pewter, and luggage products marketed under the Lenox, Dansk,
Gorham, Kirk Stieff, and Hartmann brand names.
Fiscal 2001 Compared to 2000
Net sales increased $16 million, or 3%, in fiscal 2001, fueled by gains
in catalogue, direct mail, and Internet channels. Sales through
traditional wholesale channels softened during the last half of the fiscal
year, attributable to a weaker U.S. economy. Hartmann, the smallest of
the company’s consumer durables businesses, suffered an unusually
difficult holiday season, a trend that continued through the fourth
quarter.
Gross profit for the segment increased $13 million. Gross margin
improved from 49.3% to 50.1%, reflecting an improved product mix
and the benefits of investments made to rationalize manufacturing
capacity.
Advertising expenses were up 8%, due primarily to increased
advertising of collectible items. Selling, general, and administrative
expenses rose 3%, and included expenses of $1 million incurred during
the second half of the year to improve Hartmann’s future performance.
Management of costs, combined with a reduction in required working
capital, has helped boost returns for our consumer durables segment.
Operating income improved 6% for the year. Strong growth in sales
of collectible items resulted in a fourth consecutive year of double-digit
earnings gains for Lenox. This performance was partially offset by a
$5 million decline in earnings at Hartmann. Hartmann is expected to
return to profitability in fiscal 2002.

Advertising expenses were up $4 million, due primarily to increased
spending to promote collectible items and new casual dinnerware
patterns. Selling, general, and administrative expenses rose 2%,
reflecting the continuation of strong cost control measures.
Operating income improved $6 million, or 16%, with gains sourced
broadly across most product lines and channels of distribution.
LIQUIDITY AND CAPITAL RESOURCES
Our cash flows from operations continue to provide more than adequate
capital to meet operating and capital expenditure requirements, pay
dividends, and fund acquisition opportunities. We consider our ability
to generate cash to be a significant financial strength.
A consolidated statement of cash flows is summarized below:
Cash Flows
(Dollars in millions)

1999
EBITDA
$ 377
Interest expense, net
(4)
Taxes on income
(116)
Change in deferred taxes
(25)
Other
(19)
Cash from operating activities
213
Additions to property, plant,
and equipment
(46)
Free cash flow
167
Acquisitions and other investments
(71)
Dividends
(79)
Net change in debt
101
Redemption of preferred stock
(12)
Acquisition of treasury stock
(13)
Increase in cash
$
93

2000
$ 410
(5)
(125)
(51)
12
241

2001
$ 438
(8)
(133)
(40)
(26)
231

(78)
163
(41)
(83)
(30)
—
—
$
9

(96)
135
(116)
(87)
(23)
—
(3)
$ (94)

Cash provided by operations declined $10 million in fiscal 2001,
primarily due to higher inventory levels in both business segments.
Cash used for investments increased significantly, driven by the
acquisition of equity stakes in Finlandia, Glenmorangie, and Tuaca.
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Cash provided by operations increased $28 million in fiscal 2000,
primarily reflecting higher net income and successful efforts to lower
the working capital requirements for our consumer durables business,
offset partially by a reduction in deferred income taxes.

Cash Dividends Paid
per Common Share
$1.35

$1.28
$1.21
$1.15

We have revolving credit agreements for $100 million and
$300 million that expire in fiscal 2002 and 2003, respectively. At
April 30, 2001, we had no outstanding borrowings under these
agreements. At April 30, 2001, we had $220 million remaining on
our $250 million shelf registration.

$0.90

$0.45

CAPITAL EXPENDITURES
We invested $46 million in property, plant, and equipment in fiscal
1999, $78 million in fiscal 2000, and $96 million in fiscal 2001. An
increase in capital expenditures primarily reflects the expansion and
modernization of company-wide production facilities. The company
has been making significant investments to increase the capacity for
distilling and warehousing Jack Daniel’s whiskey, as well as expanding
our vineyard and winemaking capacity.

Capital Expenditures

Millions

$96

$100

$0.00
999

000

001

DERIVATIVE FINANCIAL INSTRUMENTS
As a result of the growth of Brown-Forman’s international business
over the past several years, the company’s foreign currency receipts
exceed its foreign currency payments. To the extent this foreign
currency exposure is not hedged, the company’s results of operations
and financial position are negatively impacted by a weakening of
foreign currencies against the U.S. dollar and are positively impacted
by a strengthening of the foreign currencies.

$78
$75

We use foreign currency options and forward contracts, generally with
average maturities of less than one year, to protect against the risk that
the eventual U.S. dollar cash flows resulting from the sale and purchase
of goods in foreign currencies will be adversely affected by changes in
exchange rates. While these hedging instruments are subject to
fluctuations in value from movement in the foreign currency exchange
rates, such fluctuations are offset by the change in value of the
underlying exposures being hedged. We are not a party to leveraged
derivatives and do not hold or issue financial instruments for trading
purposes.

$46
$50

$25
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Capital expenditures for fiscal 2002 are expected to approximate
the fiscal 2001 level as we continue to expand the capacity of our wine
and spirits production facilities in response to growing consumer
demand for our premium beverage brands. Fiscal 2002 capital
expenditure requirements are expected to be met with internally
generated funds.
DIVIDENDS
Quarterly dividends were increased 6% in fiscal 2001 to $0.33, resulting
in an annualized dividend of $1.32 per common share. This increase
was based on the expectation of continued strong cash flow. Cash
dividends paid as a percentage of net income were 39% in fiscal 1999,
and 38% in fiscal years 2000 and 2001.
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We had outstanding foreign currency option and forward contracts,
hedging primarily European euro, British pound, and Japanese yen
revenues, with notional amounts totaling $96 million, $55 million, and
$98 million at April 30, 1999, 2000, and 2001, respectively. The
company’s credit exposure is limited to the fair value of the contracts
($2 million, $4 million, and $4 million at April 30, 1999, 2000, and
2001, respectively) rather than the notional amounts. We enter into
foreign currency contracts only with major financial institutions with
investment grade credit ratings, thereby decreasing the risk of credit
loss.
MARKET RISKS
The company holds debt obligations, foreign currency forward and
option contracts, and commodity future contracts that are exposed to
risk from changes in interest rates, foreign currency exchange rates, and
commodity prices, respectively. We have established policies,
procedures, and internal processes governing the management of these
market risks. As of April 30, 2001, the exposure to these market risks
is not considered material.

CONSOLIDATED STATEMENT OF INCOME

(Expressed in millions, except per share amounts)
Year Ended April 30,

Net sales

1999

2000

2001

$ 2,009

$ 2,134

$ 2,180

Excise taxes

254

257

256

Cost of sales

736

774

771

1,019

1,103

1,153

Advertising expenses

263

281

295

Selling, general, and administrative expenses

434

474

484

322

348

374

Interest income

6

10

8

Interest expense

10

15

16

318

343

366

116

125

133

$ 202

$ 218

$

$ 2.93

$ 3.18

$ 3.40

Basic

68.6

68.5

68.5

Diluted

68.7

68.6

68.6

Gross profit

Operating income

Income before income taxes

Taxes on income

Net income

Earnings per share - Basic and Diluted

233

Weighted average shares used to calculate earnings per share:

The accompanying notes are an integral part of the consolidated financial statements.
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CONSOLIDATED BALANCE SHEET
(Expressed in millions, except share and per share amounts)

2000

2001

$ 171

$ 180

$

274

294

303

Barreled whiskey

191

202

219

Finished goods

189

184

216

Work in process

89

80

93

Raw materials and supplies

56

48

49

525

514

577

29

32

28

Total Current Assets

999

1,020

994

Property, plant, and equipment, net

348

376

424

264

270

263

124

136

258

April 30,

1999

Assets
Cash and cash equivalents

86

Accounts receivable, less allowance for doubtful accounts
of $11 in 1999, $12 in 2000, and $12 in 2001

Inventories:

Total inventories

Other current assets

Intangible assets, less accumulated amortization
of $135 in 1999, $146 in 2000, and $156 in 2001

Other assets
Total Assets
The accompanying notes are an integral part of the consolidated financial statements.

26

$ 1,735

$ 1,802

$ 1,939

1999

2000

2001

$ 226

$ 220

$ 204

235

271

281

Current portion of long-term debt

18

6

—

Accrued taxes on income

—

1

45

Deferred income taxes

31

15

8

510

513

538

53

41

40

137

95

62

Accrued postretirement benefits

57

58

59

Other liabilities and deferred income

61

47

53

818

754

752

4

4

4

6

6

6

945

1,080

1,226

April 30,

Liabilities
Commercial paper
Accounts payable and accrued expenses

Total Current Liabilities
Long-term debt
Deferred income taxes

Total Liabilities

Stockholders’ Equity
Capital Stock:
Class A common stock, voting, $0.15 par value;
authorized shares, 30,000,000; issued shares, 28,988,091
Class B common stock, nonvoting, $0.15 par value;
authorized shares, 60,000,000; issued shares, 40,008,147
Retained earnings
Cumulative translation adjustment

(8)

(12)

(17)

(490,000, 484,000, and 537,000 Class B common shares in 1999, 2000, and 2001, respectively)

(30)

(30)

(32)

Total Stockholders’ Equity

917

1,048

1,187

$1,735

$1,802

$1,939

Treasury stock, at cost

Total Liabilities and Stockholders’ Equity

27

CONSOLIDATED STATEMENT OF CASH FLOWS

(Expressed in millions; amounts in brackets are reductions of cash)

1999

2000

2001

$ 202

$ 218

$ 233

Depreciation

46

52

53

Amortization

9

10

11

(25)

(51)

(40)

(5)

(14)

(20)

Accounts receivable

(5)

(20)

(9)

Inventories

(8)

8

(63)

Year Ended April 30,

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by (used for) operations:

Deferred income taxes
Other
Change in assets and liabilities, excluding the effects of businesses acquired or sold:

Other current assets

2

(3)

3

Accounts payable and accrued expenses

8

36

10

(8)

1

44

2

1

1

Accrued taxes on income
Accrued postretirement benefits
Other liabilities and deferred income
Cash provided by operating activities

(5)
213

3

8

241

231

Cash flows from investing activities:
Additions to property, plant, and equipment

(46)

(78)

(96)

Acquisition of businesses, net of cash acquired

(54)

(27)

(114)

Other

(17)

(14)

(2)

(117)

(119)

(212)

Cash (used for) investing activities
Cash flows from financing activities:
Net change in commercial paper

119

(6)

(16)

Reduction of long-term debt

(18)

(24)

(7)

Dividends paid

(79)

(83)

(87)

Acquisition of treasury stock

(13)

—

(3)

Redemption of preferred stock

(12)

—

—

(3)

(113)

(113)

Cash (used for) financing activities
Net increase (decrease) in cash and cash equivalents

93

9

(94)

Cash and cash equivalents, beginning of year

78

171

180

$ 171

$ 180

$ 86

Cash and cash equivalents, end of year
The accompanying notes are an integral part of the consolidated financial statements.
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CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY

For the Years Ended April 30, 1999, 2000, and 2001 (Expressed in millions, except per share amounts)

Balance, April 30, 1998
Net income
Foreign currency translation adjustment
Comprehensive income

Total

Preferred
Stock

$ 817

$ 12

Common Stock
Class
Class
A
B

$4

$6

202

Retained
Earnings

Cumulative
Translation
Adjustment

Treasury
Stock

$ 821

$(9)

$ (17)

202

1

1

203

Cash dividends
Common, per share $1.15

(79)

(79)

Acquisition of treasury stock
(180,000 Class B common shares)
Redemption of preferred stock

(13)
(12)

(13)
(12)

Tax benefit related to stock-based
compensation plans
Balance, April 30, 1999
Net income
Foreign currency translation adjustment
Comprehensive income

1
917

1
—

4

6

218

945

(8)

(30)

218

(4)

(4)

214

Cash dividends
Common, per share $1.21
Balance, April 30, 2000
Net income
Foreign currency translation adjustment
Comprehensive income

(83)
1,048

(83)
—

4

6

233

1,080

(12)

(30)

233

(5)

(5)

228

Cash dividends
Common, per share $1.28

(87)

(87)

Acquisition of treasury stock
(75,350 Class B common shares)

(3)

(3)

1

1

Treasury stock issued under
compensation plans
Balance, April 30, 2001

$ 1,187

$—

$4

$6

$ 1,226

$(17)

$ (32)

The accompanying notes are an integral part of the consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars expressed in millions, except per share and per option amounts)

1. ACCOUNTING POLICIES
Principles of Consolidation
The consolidated financial statements include the accounts of all
majority-owned subsidiaries. Investments in affiliates in which the
company has the ability to exercise significant influence, but not control,
are accounted for by the equity method. All other investments in
affiliates are carried at cost. Intercompany transactions are eliminated.
Cash Equivalents
Cash equivalents include demand deposits with banks and all highly
liquid investments with original maturities of three months or less.
Inventories
Inventories are stated at the lower of cost or market. Approximately
85% of consolidated inventories are valued using the last-in, first-out
(LIFO) method. All remaining inventories are valued using the first-in,
first-out and average cost methods.
If the LIFO method had not been used, inventories would have been
$110, $110, and $105 higher than reported at April 30, 1999, 2000, and
2001, respectively.
A substantial portion of barreled whiskey will not be sold within one
year because of the duration of the aging process. All barreled whiskey
is classified as a current asset in accordance with industry practice. Bulk
wine inventories are classified as work in process.
Warehousing, insurance, ad valorem taxes, and other carrying charges
applicable to barreled whiskey are included in inventory costs.
Long-Lived Assets
Property, plant, and equipment are stated at cost. Provision for
depreciation is made on the basis of estimated useful lives of depreciable
assets, principally using the straight-line method.
Intangible assets, principally the excess of purchase price over the fair
value of identifiable net assets of acquired businesses, are stated at cost
less accumulated amortization. These assets are amortized using the
straight-line method over their estimated useful lives, not exceeding
forty years.
Revenue Recognition
The company recognizes revenue when goods are shipped, which
represents the time that title to the goods and risk of loss passes to the
customer.
Advertising Costs
Advertising costs are charged to expense as incurred, except for directresponse advertising costs, which are capitalized and amortized over
periods not exceeding one year.

Foreign Currency Translation
The U.S. dollar is the functional currency for substantially all of the
company’s consolidated operations. For these operations, all gains and
losses from currency transactions are included in income currently. For
certain foreign equity investments, the functional currency is the local
currency. The cumulative translation effects for the equity investments
using functional currencies other than the U.S. dollar are included in the
cumulative translation adjustment in stockholders’ equity.
Earnings Per Share
Basic earnings per share (basic EPS) is calculated using net income
reduced by dividends on preferred stock, divided by the weighted
average number of common shares outstanding during the year. Diluted
earnings per share (diluted EPS) is calculated in the same manner,
except that the denominator also includes additional common shares that
would have been issued if outstanding stock options had been exercised,
as determined by application of the treasury stock method.
On October 1, 1998, the company redeemed all 1,177,948 outstanding
shares of its preferred stock for $10.25 per share. The $0.25 per share
excess of the redemption cost over the carrying amount of the preferred
shares was deducted from net income to determine net income
applicable to common stock for 1999.
Treasury Stock
As of April 30, 2001, the company holds approximately 537,000 shares
of its Class B common stock as treasury stock. The company intends to
use these shares to satisfy future exercises of employee stock options.
Use of Estimates
The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities;
disclosure of contingent assets and liabilities at the date of the financial
statements; and the reported amounts of revenues and expenses during
the period. Actual results could differ from these estimates.
Reclassifications
Certain prior year amounts have been reclassified to conform with the
current year presentation.
Other
In June 1998, the Financial Accounting Standards Board issued
Statement No. 133, "Accounting for Derivative Instruments and
Hedging Activities." Statement No. 133 requires that all derivatives be
measured at fair value and recognized in the balance sheet as either
assets or liabilities. Statement No. 133 also requires that changes in a
derivative’s fair value be recognized currently in earnings unless
specific hedge accounting criteria are met. Special accounting for
qualifying hedges allows a derivative’s gains and losses to offset related
results on the hedged item in the income statement and requires formal
documentation, designation, and assessment of the effectiveness of
derivatives that receive hedge accounting.
Statement No. 133, as amended by Statements No. 137 and 138, was
adopted by the company as of May 1, 2001. The adoption did not have
a material impact on the company’s consolidated financial statements.
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2. ACQUISITIONS
In April 1999, the company acquired a majority interest in SonomaCutrer Vineyards, Inc. for $69, net of $32 of monetary assets (cash and
tax benefits receivable, offset by assumed debt) received. The company
acquired the remaining interests for $27 and $3 during 2000 and 2001,
respectively. The acquisition has been accounted for as a purchase.
The excess of the acquisition costs over the fair value of the identifiable
tangible and intangible net assets acquired was $39, which is being
amortized over forty years.

5. DEBT
The company’s long-term debt consisted of the following:

On May 17, 2000, the company reached an agreement with
Glenmorangie plc to expand the company’s sales and marketing of the
Glenmorangie and Ardbeg Single Malt Scotch brands from the U.S. to
certain additional global markets. In connection with this arrangement,
the company purchased shares representing approximately 22% of the
equity of Glenmorangie plc at a cost of $15. The cost of the acquisition,
which was accounted for as a purchase, was not in excess of the fair value
of the identifiable tangible and intangible net assets that were acquired.

Other

On June 15, 2000, the company agreed to form a global alliance with
Altia Group Ltd to market and sell Finlandia Vodka. Brown-Forman
acquired 45% of Finlandia Vodka Worldwide Ltd (FVW), which owns
the Finlandia trademark and the rights to market Finlandia Vodka, at a
purchase price of approximately $84. The acquisition was accounted for
as a purchase. The excess of the acquisition costs over the fair value of
the identifiable tangible and intangible assets acquired was $75, which is
being amortized over forty years. During the three-year period ending
December 31, 2006, Brown-Forman may be required to acquire all or
some of Altia’s remaining 55% interest in FVW. Acquisition of the
entire 55% remaining interest would cost 638 Finnish marks
(approximately $91 at April 30, 2001) plus interest of 4.5% per year
from the initial purchase date.
3. COMMITMENTS
Rental payments for real estate, vehicles, and office, computer, and
manufacturing equipment under operating leases amounted to
approximately $28 in 1999, $26 in 2000, and $28 in 2001. The company
has commitments related primarily to minimum lease payments of $24 in
2002, $16 in 2003, $12 in 2004, $10 in 2005, $6 in 2006, and $33 thereafter.
The company has contracted with various growers and wineries to supply
portions of its future grape and bulk wine requirements. While most of these
contracts call for prices to be determined by market conditions, certain
contracts provide for minimum purchase prices.

April 30,

1999

2000

2001

$ 30

$ 30

$ 30

10

10

10

31

7

—

71

47

40

18

6

—

$ 53

$ 41

$ 40

6.82% to 7.38% medium-term
notes, due 2005
Variable rate industrial revenue
bonds, due through 2026

Less current portion

No long-term debt payments are required until fiscal 2006. Cash paid for
interest was $11 in 1999, $15 in 2000, and $16 in 2001. The weighted
average interest rates on commercial paper were 4.9% at April 30, 1999,
6.1% at April 30, 2000, and 4.8% at April 30, 2001. The weighted
average interest rates on the variable rate industrial revenue bonds were
4.1%, 5.2%, and 4.3% at April 30, 1999, 2000, and 2001, respectively.
6. FOREIGN CURRENCY RISK MANAGEMENT AND
DERIVATIVE FINANCIAL INSTRUMENTS
The company uses foreign currency options and forward contracts,
generally with average maturities of less than one year, as protection
against the risk that the eventual U.S. dollar cash flows resulting from
the sale and purchase of goods in foreign currencies will be adversely
affected by changes in exchange rates. While these hedging instruments
are subject to fluctuations in value from movement in the foreign
currency exchange rates, such fluctuations are offset by the change in
value of the underlying exposures being hedged. The company is not a
party to leveraged derivatives and does not hold or issue financial
instruments for trading purposes.
The company had outstanding foreign currency option and forward
contracts, hedging primarily European euro, British pound and Japanese
yen revenues, with notional amounts totaling $96, $55, and $98 at
April 30, 1999, 2000, and 2001, respectively. The company’s credit
exposure is limited to the fair value of the contracts (see Note 7) rather
than the notional amounts. Foreign currency contracts are entered into
with major financial institutions with investment grade credit ratings,
thereby decreasing the risk of credit loss.

4. CREDIT FACILITIES
The company has revolving credit agreements with various domestic and
international banks for $100 and $300 that expire in fiscal 2002 and 2003,
respectively. The most restrictive of the agreements’ covenants requires
the company to maintain a minimum level of net worth. At April 30,
2001, net worth exceeded the required level, as defined in the
agreements, by $837. At April 30, 2001, the company had no
outstanding borrowings under these agreements. At April 30, 2001, the
company also had available for issuance $220 of debt securities under a
shelf registration.
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7. FAIR VALUE OF FINANCIAL INSTRUMENTS
The fair value of cash and cash equivalents and commercial paper
approximates the carrying amount due to the short maturities of these
instruments. The fair value of long-term debt is estimated using
discounted cash flows based on the company’s incremental borrowing
rates for similar types of borrowings. The fair value of foreign currency
contracts is based on quoted market prices. A comparison of the fair
values and carrying amounts of these instruments is as follows:
2000
Carrying
Amount

2001

Fair
Value

Carrying
Amount

1999

2000

2001

Federal

$ 126

$ 160

$ 153

Foreign

6

4

6

State and local

9

12

14

141

176

173

(21)

(43)

(34)

(4)

(8)

(6)

Current:

Fair
Value

Deferred:

Assets:

Federal

Cash and
cash equivalents

9. TAXES ON INCOME
Taxes on income are composed of the following:

$ 180

$ 180

$ 86

$ 86

1

4

4

4

220

220

204

204

47

47

40

42

State and local

Foreign currency

(25)

contracts

$ 116

(51)
$125

(40)
$ 133

Liabilities:
Commercial paper
Long-term debt

United States and foreign components of income before income taxes are
as follows:

8. BALANCE SHEET INFORMATION
April 30,

United States

1999

2000

2001

Foreign

Property, plant, and equipment
Land

$

Buildings
Equipment

60

$ 74

$ 78

228

234

258

454

491

529

742

799

865

394

423

441

$ 348

$ 376

$ 424

Less accumulated depreciation

Accounts payable, trade

$

76

$ 79

$ 79

52

67

66

Excise and other non-income taxes

21

14

16

3

3

3

Other

32

$ 283

$ 307

$ 326

35

36

40

$ 318

$ 343

$ 366

Percent of Income Before Taxes

Statutory rate

1999

2000

2001

35.0%

35.0%

35.0%

2.2

2.2

2.3

(1.7)

(1.2)

(1.0)

(1.1)

(1.0)

(1.2)

1.0

1.0

1.0

State taxes, net of U.S.

Federal statutory rate
Tax benefit of Foreign

Compensation and commissions

Advertising

2001

Income taxed at other than U.S.

Accrued expenses:

Interest

2000

The following is a reconciliation of the effective tax rates with the United
States’ statutory rate:

Federal tax benefit

Accounts payable
and accrued expenses

1999

20

53

59

63

55

58

159

192

202

$ 235

$ 271

$ 281

Sales Corporation
Nondeductible amortization
Other, net

1.1

0.5

0.2

36.5%

36.5%

36.3%

Components of net periodic postretirement benefit cost:

Deferred tax assets and liabilities are composed of the following:

Postretirement

April 30,

1999

2000

2001

$ 42

$ 44

$ 46

Accrued liabilities and other

15

19

12

Total deferred tax assets

57

63

58

134

84

31

Property, plant, and equipment

38

36

35

Undistributed foreign earnings

17

17

17

Pension plans

26

31

36

Other

10

5

9

Service cost
Interest cost

Deferred tax assets:
Postretirement and other benefits

Deferred tax liabilities:
Intercompany transactions

Total deferred tax liabilities
Net deferred tax liability

225

173

128

$168

$ 110

$ 70

Deferred income taxes were not provided on undistributed earnings
($133, $136, and $149 at April 30, 1999, 2000, and 2001, respectively)
of certain foreign subsidiaries because such undistributed earnings are
expected to be reinvested indefinitely overseas. If these amounts were not
considered permanently reinvested, additional deferred taxes of
approximately $28, $30, and $33 would have been provided in 1999,
2000, and 2001, respectively.
Cash paid for income taxes was $150 in 1999, $174 in 2000, and $131 in
2001.

1999

2000

2001

Service cost

$ 1

$ 1

$ 1

Interest cost

3

3

3

$ 4

$ 4

$ 4

Net periodic benefit cost

Change in benefit obligation:
Pension

Components of net periodic pension benefit cost (income):

2000

2001

2000

2001

$ 327

$ 329

$ 46

$ 45

12

12

1

1

21

25

3

3

1

1

—

—

Obligation at
beginning of year

Plan amendments
Actuarial loss (gain)

(17)

15

(3)

—

Benefits paid

(15)

(16)

(2)

(2)

$ 329

$ 366

Obligation at end of year

$ 45

$ 47

Change in plan assets:
Pension

Postretirement

2000

2001

2000

2001

$ 478

$ 516

$ —

$ —

52

15

—

—

Fair value at
beginning of year
Actual return on plan assets

10. PENSION AND POSTRETIREMENT BENEFITS
The company sponsors various defined benefit pension and postretirement
plans covering most full-time employees. Information about these plans
is presented below.

Postretirement

Company contributions
Benefits paid
Fair value at end of year

1

1

2

2

(15)

(16)

(2)

(2)

$ 516

$ 516

$ —

$ —

Plan assets consist primarily of stocks and bonds.

Pension

1999

2000

2001

Service cost

$ 10

$12

$12

Interest cost

19

21

25

(33)

(38)

(44)

Expected return on plan assets
Amortization of:
Unrecognized net gain
Unrecognized prior service cost
Unrecognized net asset
Net periodic benefit cost (income)

Selected information for plans with accumulated benefit obligations in
excess of plan assets:
Pension

Projected benefit obligation
Accumulated benefit obligation

—

—

(2)

1

1

1

(3)

(3)

(3)

$ (6)

$ (7)

$(11)

Fair value of plan assets

Postretirement

2000

2001

2000

2001

$ (30)

$ (30)

$ (45)

$ (47)

(25)

(25)

(45)

(47)

3

—

—

—

Prior service costs are amortized on a straight-line basis over the average
remaining service period of employees expected to receive benefits.
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Funded status:
Pension

Postretirement

2000

2001

2000

2001

Funded status

$ 188

$ 150

$ (45)

$ (47)

Unrecognized net gain

(130)

(83)

(12)

(11)

Unrecognized prior service cost

10

10

(1)

(1)

Unrecognized transition asset

(9)

(6)

—

—

$ (58)

$ (59)

Net amount recognized

$ 59

$ 71

Net amounts recognized in the consolidated balance sheet:
Pension

Prepaid benefit cost
Accrued benefit liability
Intangible asset
Net amount recognized

Postretirement

2000

2001

2000

2001

$ 79

$ 93

$ —

$ —

(24)

(26)

(58)

(59)

4

4

—

—

$ 59

$ 71

$ (58)

$ (59)

The accounting policies of the segments are the same as the policies
described in Note 1. There are no intersegment revenues.
The following tables reconcile segment operating results and asset
information to consolidated amounts.
1999

2000

2001

$1,447

$ 1,543

$1,573

Net sales:
Wine and spirits
Consumer durables

Weighted-average assumptions:

Consolidated

Pension

1999
Discount rate

11. BUSINESS SEGMENT INFORMATION
The company is organized into two operating segments, as defined by
FASB statement No. 131, “Disclosures about Segments of an Enterprise
and Related Information” – wine and spirits, and consumer durables.
These two segments reflect the two categories of products from which the
company derives its revenues. The wine and spirits segment includes the
production, importing, and marketing of wines and distilled spirits. The
consumer durables segment includes the manufacture and sale of china,
crystal, ceramic and crystal collectibles, silver, pewter, luggage, and
leather accessories.

2000
7.8%

7.5%

Expected return on plan assets

10.0%

10.0%

10.0%

Rate of compensation increase

4.0%

4.5%

4.5%

607
$2,180

$ 341

$ 367

Earnings before interest, taxes, depreciation,
and amortization (EBITDA):
Wine and spirits

$ 314

Consumer durables

Postretirement

2000

591
$ 2,134

2001

6.5%

1999

562
$2,009

2001

Discount rate

6.5%

7.8%

7.5%

Health care cost trend rates:
Present rate before age 65
Present rate age 65 and after

6.6%
6.1%

6.3%
5.9%

6.0%
5.7%

Consolidated

63

69

71

$ 377

$ 410

$ 438

$ 284

$ 304

$ 327

38

44

47

(4)

(5)

(8)

Operating income:
Wine and spirits
Consumer durables

The health care cost trend rates are projected to decline gradually to
5.0% by 2004 and to remain at that level thereafter. Assumed health
care cost trend rates have a significant effect on the amounts reported for
postretirement medical plans. A one percentage point increase in
assumed health care cost trend rates would have increased the
accumulated postretirement benefit obligation as of April 30, 2001 by
$5 and the aggregate service and interest costs for 2001 by $1. A one
percentage point decrease in assumed health care cost trend rates would
have decreased the accumulated postretirement benefit obligation as of
April 30, 2001 by $5 and the aggregate service and interest costs for
2001 by $1.

Amounts not allocated to segments:
Interest expense, net
Consolidated income
before income taxes

$ 343

$ 366

$

$

$

Depreciation and amortization:
Wine and spirits
Consumer durables
Consolidated

34

$ 318

30
25

$

55

37
25

$

62

40
24

$

64

1999

2000

2001

$1,275

$ 1,349

$1,468

Total assets:
Wine and spirits
Consumer durables
Consolidated

460

453

471

$1,735

$ 1,802

$1,939

Additions to long-lived assets:
Wine and spirits
Consumer durables
Consolidated

$

99

$

69
19

20

$

88

$ 100

19
$ 118

$

80

The following table presents geographic information about net sales:
1999

2000

Other countries

Stock options are granted at an exercise price of not less than the fair
value of the underlying stock on the date of the grant. Except for the
stock options granted on September 1, 1999, discussed below, stock
options granted under the Plan become exercisable after a period of three
years from the first day of the fiscal year of grant and expire seven years
thereafter. The fair values of these options granted during 1999, 2000,
and 2001 were $13.74, $16.37, and $14.38 per option, respectively. Fair
values were estimated using the Black-Scholes pricing model with the
following assumptions:
1999

2001
Risk-free interest rate

Net sales:
United States

14. STOCK OPTIONS
Under the Brown-Forman Corporation Omnibus Compensation Plan
(the Plan), the company may grant stock options and other stock-based
incentive awards for a total of 3,400,000 shares of common stock to
eligible employees until April 30, 2005. All shares delivered under the
Plan will be issued from treasury stock acquired by the company.

$1,649

$ 1,777

$1,810

360

357

370

$2,009

$ 2,134

$2,180

Net sales are attributed to countries based on location of customer. Longlived assets located outside the United States are not significant.
12. CONTINGENCIES
In the normal course of business, various suits and claims are brought
against the company, some of which seek significant damages. Many of
these suits and claims take years to adjudicate, and it is difficult to predict
their outcome. In the opinion of management, based on advice from legal
counsel, none of these suits or claims will have a material adverse effect
on the company’s consolidated financial position, results of operations, or
cash flows.
13. ENVIRONMENTAL MATTERS
The company, along with other responsible parties, faces environmental
claims resulting from the cleanup of several waste deposit sites. The
company has accrued its estimated portion of cleanup costs and expects
other responsible parties and insurance to cover the remaining costs. The
company believes that any additional costs it incurs will not have a
material adverse effect on the company’s consolidated financial position,
results of operations, or cash flows.

Expected volatility
Expected dividend yield
Expected life (years)

2000

2001

5.5%

5.9%

6.2%

17.4%

21.6%

24.0%

2.2%

2.2%

2.2%

6

6

6

On September 1, 1999, the company made a special grant of 486,250
stock options with an exercise price of $100 per share, which become
exercisable on May 1, 2006, and expire on September 1, 2007. The fair
value of these options was $5.77 per option, using the Black-Scholes
pricing model with the following assumptions: a risk-free interest rate of
6.0%, expected volatility of 18.0%, an expected dividend yield of 2.2%,
and an expected life of 8 years.
As of April 30, 2001, no other stock-based awards have been granted
under the Plan.
The company applies Accounting Principles Board Opinion No. 25,
“Accounting for Stock Issued to Employees,” and related interpretations
in accounting for stock options. Accordingly, no compensation expense
has been recognized. Had compensation expense for the stock options
been determined based on the fair value at the grant dates consistent with
the methodology prescribed under FASB statement No. 123, “Accounting
for Stock-Based Compensation,” the company’s net income would have
been reduced by $1.5 in 1999, $2.6 in 2000, and $3.2 in 2001. The
company’s basic and diluted earnings per share would have been reduced
by $0.02 per share in 1999, $0.04 per share in 2000, and $0.05 per share
in 2001.
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The following table summarizes option activity for the three years ended
April 30, 2001. All options are for an equivalent number of shares of
Class B common stock.

Options
Outstanding

Balance, April 30, 1998

Weighted
Average
Exercise Price
Per Option

387,752

$ 44.27

Granted

245,880

61.25

Forfeited

(18,043)

45.18

615,589

51.03

804,268

85.09

Balance, April 30, 1999
Granted
Exercised

(6,154)

36.13

Forfeited

(13,958)

88.10

Balance, April 30, 2000

1,399,745

70.30

Granted

414,886

52.60

Exercised

(21,802)

43.93

Forfeited

(2,825)

Balance, April 30, 2001

1,790,004

49.13
66.55

The following table summarizes the status of stock options outstanding as
of April 30, 2001, by exercise price:

Options
Outstanding

Remaining
Contractual
Life (Years)

Options
Exercisable

$ 36.13

122,018

5.0

122,018

49.13

215,292

6.0

215,292

50.44

396,841

9.0

—

61.25

245,830

7.0

—

62.25

316,678

8.0

—

100.00

493,345

6.3

—

Exercise Price
Per Option

1,790,004

36

337,310

REPORT OF MANAGEMENT

We are responsible for the presentation of the information contained
in the consolidated financial statements and for its integrity and
objectivity. Our statements have been prepared in accordance with
generally accepted accounting principles and include amounts based on
our best estimates and judgments with appropriate consideration given
to materiality. We also prepared the related financial information and
are responsible for its accuracy and consistency with the financial
statements.
The consolidated financial statements have been audited by
PricewaterhouseCoopers LLP, independent accountants. We have
made available to PricewaterhouseCoopers LLP all the company’s
financial records and related data, as well as the minutes of
stockholders’, directors’, and other appropriate meetings. Furthermore,
we believe that all representations made to PricewaterhouseCoopers
LLP during the audit were valid and appropriate.
We are responsible for establishing and maintaining a system of
internal control designed to provide reasonable assurance at reasonable
cost that financial records are reliable for preparing financial statements
and that assets are properly accounted for and safeguarded. The
company has an internal audit function that is intended to provide a
review and monitoring process that allows the company to be
reasonably sure that the system of internal control operates effectively.
In addition, as part of the audit of the financial statements,
PricewaterhouseCoopers LLP completed a study and evaluation of
selected internal accounting controls to establish a basis for reliance
thereon in determining the nature, timing, and extent of audit tests
to be applied. We have considered the internal auditors’ and
PricewaterhouseCoopers LLP’s recommendations concerning the
system of internal control and have taken actions that we believe are
cost-effective in the circumstances to respond appropriately to these
recommendations. We believe that as of April 30, 2001, the system
of internal control is adequate to accomplish the objectives
discussed herein.

We also recognize our responsibility for fostering a strong ethical
climate so that the company’s affairs are conducted according to the
highest standards of personal and corporate conduct. This
responsibility is characterized and reflected in the company’s Code of
Conduct and Compliance Guidelines, which set forth the company’s
compliance program. The compliance program addresses, among other
things, the necessity of ensuring open communication through the
company; the disclosure of potential conflict of interest; the
compliance with all applicable domestic and foreign laws, including
those relating to financial disclosure; and the maintenance of the
confidentiality of proprietary information. The company has a
systematic program for assessing compliance with these standards,
including a review by the Audit Committee of the Board of Directors.
The Board of Directors, through its Audit Committee, composed
solely of directors who are not employees of the company, meets with
management, the internal auditors, and the independent accountants to
ensure that each is properly discharging its respective responsibilities.
Both the independent accountants and the internal auditors have free
access to the Audit Committee, without management present, to discuss
the results of their work, including internal accounting controls and the
quality of financial reporting.

Owsley Brown II
Chairman of the Board
and Chief Executive Officer

Phoebe A. Wood
Executive Vice President
and Chief Financial Officer

REPORT OF INDEPENDENT ACCOUNTANTS
BROWN-FORMAN CORPORATION
In our opinion, the accompanying consolidated balance sheets and
the related consolidated statements of income, of stockholders’ equity
and of cash flows present fairly, in all material respects, the financial
position of Brown-Forman Corporation and Subsidiaries (the
“Company”) at April 30, 1999, 2000 and 2001, and the results of their
operations and their cash flows for each of the three years in the period
ended April 30, 2001, in conformity with accounting principles
generally accepted in the United States of America. These financial
statements are the responsibility of the Company’s management; our
responsibility is to express an opinion on these financial statements
based on our audits. We conducted our audits of these statements in
accordance with auditing standards generally accepted in the United
States of America, which require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are

free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

Louisville, Kentucky
May 24, 2001
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CORPORATE HEADQUARTERS
850 Dixie Highway
Louisville, KY 40210
(502) 585-1100
Internet Address:
http://www.brown-forman.com
E-Mail Address:
brown-forman@b-f.com
EMPLOYEES
On April 30, 2001, Brown-Forman employed about 7,400 people,
including approximately 1,700 on a part-time or temporary basis.
Brown-Forman Corporation is an Equal Employment Opportunity and
Affirmative Action employer. All human resource practices, actions,
and programs are administered without regard to race, color, national or
ethnic origin, gender, age, religion, veteran status, sexual preference or
disability. It is also the policy of Brown-Forman to prohibit sexual and
other harassment.
STOCKHOLDERS
The two classes of stock of Brown-Forman Corporation are listed on the
New York Stock Exchange. There were 3,765 holders of record of Class
A Common Stock and 4,486 holders of record of Class B Common Stock
as of April 30, 2001. Shareholders reside in all 50 states and 27 foreign
countries.
DIVIDEND REINVESTMENT SERVICE
For information on the company’s Dividend Reinvestment Service,
write to:
First Chicago Trust Company of New York
P. O. Box 2598
Jersey City, NJ 07303-2598
LISTED
New York Stock Exchange
New York City
REGISTRAR AND TRANSFER AGENT
AND DIVIDEND DISBURSING AGENT
First Chicago Trust Company of New York
New York City
Internet Address: http://www.equiserve.com
COUNSEL
Ogden Newell & Welch
Louisville, Kentucky
AUDITORS
PricewaterhouseCoopers LLP
Louisville, Kentucky
FORM 10-K
Interested stockholders may obtain without charge a copy of the
company’s Form 10-K, as filed with the Securities and Exchange
Commission, upon written request to: Stockholder Services,
Brown-Forman Corporation, P. O. Box 1080, Louisville,
Kentucky 40201-1080.
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SOCIAL RESPONSIBILITY

At any moment around the world,
Brown-Forman's fine beverages are
enriching the lives of our consumers
and helping to bring family and friends
together in celebrations and social settings.
The value of these occasions -- as well as
our products’ role in them -- is too easily
ignored.

Modern science is proving this name to
be apt indeed. There is now an impressive
body of independent scientific evidence
showing that the cardiovascular benefits
derived from alcohol -- beer, wine, and
spirits -- make moderate drinkers among
the healthiest segment of the population.

Would it make sense to judge the value
of the automobile by considering only
traffic accidents? Of course not. Yet this
is precisely the type of one-sided message
Americans often receive about beverage
alcohol from today's news media and
so-called health advocates.

Tackling the Problems
of Alcohol Misuse

Beverage Alcohol in Society
The vast majority of Americans who
drink do so responsibly and in moderation.
Anyone who has sipped a cocktail after
work or enjoyed a good bottle of wine over
dinner should recognize that responsible
drinking can be part of a positive, fulfilling
lifestyle.
Beverage alcohol plays an important role
around the world and in many different
societies in religious, social and ceremonial
events. Korbel, for instance, was named
the official champagne of this year's
Presidential Inauguration. The great
diversity of these drinking experiences is
captured in a recent book entitled Drinking
Occasions by Dwight B. Heath, Ph.D., a
Professor of Anthropology at Brown
University. Drinking Occasions is one
of a series of books on alcohol in society
sponsored by the International Center on
Alcohol Policies, of which Brown-Forman
is a founding member. The book is an
important reminder that beverage alcohol,
in one form or another, has been around for
ages and is an integral part of our history.
You can learn more about ICAP by visiting
www.icap.org.

Despite this long historical tradition, many
today view beverage alcohol solely through
the perspective of the abusive drinker.
These individuals either do not understand
or choose to overlook the very real health
benefits enjoyed by many moderate
drinkers.
We are proud of our fine beverages and
the pleasure and health they bring to the
vast majority of our consumers who enjoy
them responsibly. At the same time,
Brown-Forman is deeply committed to
working to promote responsible drinking
and to discourage misuse of our products,
including drunk driving and underage
drinking.

The Century Council has also been a
national leader in lobbying to strengthen
existing state laws dealing with hardcore
drunk drivers, both repeat offenders and
those driving at highly elevated BAC
levels. Research shows that hardcore
drunk drivers are responsible for
one-half of all drunk driving fatalities.
Brown-Forman and other distillers have
long supported the enactment of tough
laws to get this most dangerous class of
drivers off the road. To learn more about
The Century Council and its programs,
please visit www.centurycouncil.org.

RECOGNIZING 10 YEARS IN THE
FIGHT AGAINST DRUNK DRIVING
AND UNDERAGE DRINKING.

Brown-Forman is a founding member
of The Century Council, a non-profit
organization that conducts a number of
nationally recognized programs addressing
the problems of drunk driving and youth
drinking. These include Alcohol 101®, an
interactive CD-ROM teaching college
students about the dangers of binge
drinking and The BAC Educator®, another
interactive CD-ROM allowing a person to
estimate his or her likely Blood Alcohol
Content given individual variables like
gender, weight, food intake, and pace of
drinking.

The monks of medieval Ireland and
Scotland were among the first distillers.
They called their first whiskies "water
of life." The term "whiskey" is actually
derived from the Celtic equivalent of
"water of life."
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PRINCIPAL PRODUCTS

BROWN-FORMAN BEVERAGES WORLDWIDE
Gentleman Jack®

Jack Daniel’s®
Southern Comfort®
Canadian Mist®
Early Times®
Finlandia®

Jack Daniel’s® Single Barrel
Woodford Reserve®

Fetzer® Vineyards
Korbel®*
Bolla®
Sonoma-Cutrer®
Bonterra® Vineyards

Old Forester®
Glenmorangie®*
Jack Daniel’s Country Cocktails®

Jekel® Vineyards
Fontana Candida®
Don Eduardo™*
Ardbeg®*
Usher’s®*
McPherson®*
Mariah®
Tahbilk™ *
Noilly Prat® *

Tuaca®*
Pepe Lopez®
Bel Arbor®
Glen Moray®*
Michel Picard®*
Owen’s Estate™*
Geoff Merrill™ Reserves*
Armstrong Ridge® *

COOPERAGES
Blue Grass Cooperage
Mendocino Cooperage
*Brands represented in the U.S. and other select markets by BFBW

LENOX, INCORPORATED
Lenox® China, Crystal, Metal Tabletop and Gifts

Dansk® Contemporary Tabletop,
Housewares, and Gifts

Lenox® Collectibles
Gorham® Stainless Steel and Silver Flatware, Silver and
Crystal Tabletop and Gifts and Fine Dinnerware

Kirk Stieff® Silver Flatware and Gifts
and Pewter Gifts

HARTMANN, INCORPORATED
Hartmann® Luggage, Business Cases, and Personal Leather Accessories
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Moderns line of accessories

Butler’s Pantry

