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P R I N C I PA L B R A N D S

SPIRITS

WEB SITES

Jack Daniel’s Original Hard Cola

For information on
brown-forman brands,
please visit our web sites

Jack Daniel’s® Single Barrel

Finlandia®

www.jackdaniels.com

Canadian Mist®

Glenmorangie®*

www.gentlemanjack.com

Southern Comfort®

Glen Moray®*

www.jdsinglebarrel.com

Old Forester®

Ardbeg®*

www.canadianmist.com

Early Times®

Usher’s®*

www.southerncomfort.com

Woodford Reserve®

Tuaca®

www.oldforester.com

Jack Daniel’s®
Gentleman Jack

Jack Daniel’s Country Cocktails®
®

®

www.earlytimes.com

Appleton *

®

®

Pepe Lopez

Don Eduardo *
®

www.woodfordreserve.com

Amarula *
®

www.pepelopez.com
www.countrycocktails.com

Blue Grass Cooperage™

www.jdhardcola.com
www.finlandia-vodka.com
www.glenmorangie.com
www.glenmoray.com
www.ardbeg.com
www.tuaca.com
www.appletonrum.com
www.amarula.com

WINES

Fetzer® Vineyards

Jekel® Vineyards

www.fetzer.com

Korbel *

Sonoma-Cutrer® Vineyards

www.korbel.com

Bel Arbor®

Mariah®*

www.bonterra.com

Bonterra® Vineyards

Bolla®

®

www.sonomacutrer.com
®

Fontana Candida
Michel Picard®*

www.bolla.com
www.fontanacandida.com

Mendocino Cooperage™

CONSUMER
DURABLES

Lenox® Gifts and Tabletop products,
including China, Crystal, and Metals

Dansk® Contemporary Tabletop,
Housewares, and Gifts

www.lenox.com

Lenox® Collectibles, Home Décor,
and Jewelry

Kirk Stieff® Silver Flatware and
Metal Gifts

www.gorham1831.com

Gorham® Gifts and Tabletop products,
including Metals, China, and Crystal

Hartmann® Luggage, Business Cases,
and Personal Leather Accessories

www.lenoxcollections.com
www.dansk.com
www.hartmann.com

HISTORY

RECENT ACTIVITY

BRAND -BUILDING STRATEGIES

Brown-Forman is a diversified producer and marketer of fine quality
consumer products. It was founded
in Louisville, KY, in 1870 by
George Garvin Brown, who had the
then-novel idea of selling whiskey
in glass bottles sealed at the distillery as an assurance of quality. His
original brand, Old Forester, is
still a favorite of many bourbon
connoisseurs. Brown-Forman’s
current chairman and CEO, Owsley
Brown II, is a great-grandson of
the founder.
Through most of its first 85
years, Brown-Forman was primarily
a bourbon company, marketing
Kentucky’s finest whiskey in the
U.S. Starting in the mid-1950s,
the company began a series of
acquisitions that would transform
it into an international enterprise.
These included the purchase of
Jack Daniel’s in 1956 and the
subsequent acquisition of Canadian
Mist, Southern Comfort, Lenox
China and Hartmann Luggage,
Fetzer California Wines, Bolla
Italian Wines, California’s SonomaCutrer Winery, and Tuaca Liqueur
from Italy. The company also owns
80% of Finlandia Vodka Worldwide
and holds a minority equity position
in Glenmorangie PLC.
Brown-Forman is one of the
largest American-owned spirits
companies in the beverage alcohol
industry, with offices, production
facilities, and joint ventures in 40
cities and 25 countries across the
globe. We sell our brands in more
than 135 countries.

Over the last decade, BrownForman invested considerable
resources in expanding our sales
and marketing infrastructure around
the world. In 1994, the company
began a strategic expansion of our
international beverage business to
create new opportunities for our
brands in markets where we previously had little or no presence. This
effort was successful and we now
have strong and growing enterprises
in many new areas of the world,
including Central and Eastern
Europe, South Africa, and Asia.
Concurrently, we increased
our investment in Western Europe,
which, along with Japan, had been
our primary international focus.
We opened offices, added people,
and introduced new brands, resulting in stronger rates of growth in
many of these markets, especially
in the U.K., which is now our
second-largest market.
In the U.S., we have continued
to refine our sales and marketing
organizations to increase our focus
on specific channels of distribution,
particularly on- and off-premise
chains, which are commanding a
growing share of the market.
As industry consolidation
occurred over the last decade, we
also spent much time exploring
acquisition opportunities, and we
succeeded in buying Finlandia,
Sonoma-Cutrer, and Tuaca, while
also adding agency brands Amarula
and Appleton.

We are now applying all of our
energy to building our brands, and
our overarching goal is to become
the best brand-building company in
the beverage alcohol industry.
In consumer products industries, the cornerstones of most
thriving companies have been
highly successful brands. This is
especially true today in the wine
and spirits industry, and we believe
the future success of Brown-Forman
is increasingly dependent on how
good we are at directing our brandbuilding efforts to consumers.
We have, therefore, adopted a
framework for building our brands
with passion, discipline, creativity –
and a strong connection with our
consumers.
Over the past year, our senior
leaders undertook an in-depth analysis, reaching consensus on key
aspects of brand building for our
company. We studied great consumer
brands and how they were built;
examined the brand-building
practices of our competitors and
ourselves, including brands we had
recently acquired or had attempted to
acquire; identified resources currently
deployed or potentially available for
building our brands; heard feedback
on our current brand-building
performance and capabilities; and
studied contemporary best practices
in brand building.
What emerged from this in-depth
study are strategies that build upon
the company’s wonderful heritage
while focusing us even more on the
consumer as the focal point of our
brand-building activity.

Our Consumer Durables brands also
have rich histories: Founded in
1889, Lenox China has been used
in the White House since 1918;
Gorham is a renowned silver company; Hartmann has been making
fine quality luggage since 1877;
and Dansk has been proudly used
in American homes since 1957.

Over the last few years, we have
reduced our fixed costs and outsourced more of our production.
We now have more flexibility in
developing new products that meet
consumers needs. We’ve also
expanded into new distribution
channels, such as online shopping
and specialty stores.

Long a leader in the bridal market,
Lenox aspires to become the best
gift company in its class by marketing a broad range of products for
the everyday gift market. We are
communicating our brand message
of “Gifts that celebrate life” in our
national advertising campaign.
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SOCIAL RESPONSIBILITY
“ While many global corporations ar e just now waking up to the impor tance of
corporate r esponsibility, we have long r ecognized the need to be good corporate citizens
in the markets wher e we do business …. It is up to us to make r esponsibility a keystone of our
marketing philosophy and to effectively put that philosophy to work in the marketplace ….
It is simply not in our inter est to market to the underage or to pr oduce adver tising
that coarsens the fabric of society.”
Owsley Brown II

addressing fellow beverage alcohol CEOs
March 5, 2003

This attack on alcohol marketing
has gained strength through the
efforts of a group of anti-alcohol
advocates assembled by the staff
of the World Health Organization
(WHO) to advise them on alcohol
policy. The WHO is the public
health arm of the United Nations.
Obviously, WHO does much
good through its efforts to stamp
out contagious diseases. But
recently, WHO has broadened its
focus to include “non-communicable disease,” the term it uses
for health conditions resulting from lifestyle choices such as
drinking, eating, and smoking. The WHO convened its alcohol
advisory group and other alleged experts on alcohol marketing
at a closed meeting last year in Valencia, Spain. The group
issued a radical manifesto known as “The Valencia Declaration,”
in which they accused the alcohol industry of marketing to
youth and dismissed industry self-regulation as a “failure.”
The group called upon WHO and its member states to ban or
severely restrict beverage alcohol advertising.

Owsley Brown spoke these words
at a meeting, hosted by BrownForman, of the CEOs of a number
of major spirits, beer and wine
companies that sponsor the International Center on Alcohol Policies
(ICAP). Brown-Forman has long
believed that the right to advertise beverage alcohol carries with
it the obligation to advertise
responsibly and to encourage
moderate drinking. Our Company
is now involved in efforts to make responsibility an integral part of
alcohol marketing – not just here at Brown-Forman but across the
beverage alcohol industry.
This is not mere altruism. Brown-Forman sees a strong connection between social responsibility and brand building. We know
from extensive research that our consumers want to feel good
about enjoying our products as responsible adults and that
branded advertising is the most effective way to promote
responsible drinking. We think moderation can be an important
brand attribute. Quite simply, it is also the right thing to do.

Brown-Forman has joined with others in the beverage alcohol
industry to counter this threat and to discourage WHO from
basing its alcohol policy on recommendations from the Valencia
anti-alcohol meeting.

This commitment touches each of our brands. For instance, you
will see responsibility messages included as part of our brand
advertisements. We are also deeply mindful of the fundamental
messages conveyed in our ads.

The right to communicate with our consumers is essential to the
health of our business. We would strongly prefer dialogue over
conflict with WHO. We believe this is possible, and we are
encouraged by several recent steps taken by WHO to open its
doors to the industry. In Geneva earlier this year, Brown-Forman
representatives and those from other beverage alcohol companies engaged in serious discussions with WHO staff on alcohol
advertising and youth as well as drunk driving. This was the
first such meeting convened by WHO to meet with the alcohol
industry, and we hope it is followed by more.

Most notably, Jack Daniel’s advertising has long promoted
a friendly, slower way of life where a glass of Jack Daniel’s
Tennessee Whiskey is a way to unwind; something to savor
with friends. Almost half a century ago, a marketing guide for
our flagship brand reinforced this enduring, responsible, and
commercially powerful message:
“Jack Daniel’s is a grateful pause from tension,
a touch of yesterday’s leisurely pace that we
long for but so rarely find today.”

Brown-Forman believes there is common ground for further
dialogue between the industry and WHO. We hope WHO will
recognize that together we can accomplish more than either
of us can if we are at odds with one another.

This could hardly contrast more with the picture painted by
today’s anti-alcohol lobby. Ignoring the basic distinction between
responsible use and abuse, these activists seek to make beverage alcohol a pariah in the marketplace. Through the use of
highly-charged rhetoric, the manipulation of statistics, and “junk
science,” they say alcohol manufacturers market their products
to underage consumers and would either ban or severely curtail
advertising to prevent it.

Regardless of where the process with WHO may lead, we will
continue to work for balanced public policies that protect our
commercial freedoms and to draw a clear distinction between
the abuse and the responsible enjoyment of our products.

* Brands represented in the U.S. and other select markets by Brown-Forman
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TO OUR

STOCKHOLDERS

Owsley Brown II

Chairman and Chief Executive Ofﬁcer

Charles Dickens would have understood Brown-Forman’s business environment this past year – it was both the best
and worst of times. The continuing war against terrorism around the world, significant declines in U.S. consumer
confidence levels, a very weak market for business travel, and a generally difficult economy resulted in a number of
challenges for our company. An extremely competitive wine market resulted in substantially lower profits from our
wine brands, and our Consumer Durables segment continued to suffer in a tough retail environment. Our spirits
business had an excellent year, however, achieving record profit levels around the world.
continued on Page 2

FINANCIAL HIGHLIGHTS
2002

2003

Net Sales

$2,224

$2,378

7%

Gross Proﬁt

$1,133

$1,182

4%

Operating Income

$ 353

$ 378

7%

Net Income

$ 228

$ 245

8%

Earnings Per Share
– Basic
– Diluted

$ 3.33
$ 3.33

$ 3.64
$ 3.63

9%
9%

Cash Dividends Paid Per Common Share

$ 1.36

$ 1.45

7%

(Dollars in millions)

Return on Average Invested Capital

15.9%

15.7%

Return on Average Stockholders’ Equity

18.5%

19.1%

Gross Margin

50.9%

49.7%

Operating Margin

15.9%

15.9%
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Earnings per share for the year were $3.63, up 9%

Consumer demand for Jack Daniel’s Tennessee

from the previous year. Although these results were

Whiskey remained solid this year, with depletions

lower than our initial hopes, we continued our long

increasing in 16 of the brand’s top 20 markets in the

practice of sustained investments to build our brands.

world, including the United States. Profit growth for the

We believe that our brands are in strong positions for

brand was exceptional, as solid price increases, com-

future growth in their respective categories and we

bined with the benefits of foreign exchange, resulted in

remain optimistic about the future of your company.

double-digit profit growth for the brand. Southern
Comfort also had a very good year, with price increases

Wine and Spirits

and strong cost controls resulting in substantial

For the year, Wine and Spirits net sales were up 11%,

increases in both gross and operating profits.

gross profits were up 6%, and operat-

Our wine business was very challenging and profits

ing income increased 4%. Higher
profits were driven by increased

were down substantially over fiscal 2002. A global over-

profitability in the United Kingdom

supply of grapes has led to significant pressure on retail

from a new distribution agreement,

prices in the U.S., decreasing our margins. We have

solid growth for both Jack Daniel’s

been unable to take advantage of reduced grape costs

and Southern Comfort, and benefits to

because we hold long-term contracts to purchase grapes

our dollar profits from the stronger currencies of our

for Fetzer at prices established in years past. By con-

principal overseas markets.

trast, a shortage of grapes in Italy, where long-term
purchase contracts are not the custom, has increased

Last year we changed distribution arrangements
in our second most important market, the U.K.

costs for Bolla. The combination

Effective August 1, we began selling our spirits

resulted in a significant drop in profits

brands directly to the trade in the U.K. via a cost-

from our wine brands. While we believe

sharing agreement with Bacardi. This arrangement

in the long-term growth opportunities

provides more cost-efficient distribution and gives

for wines, we are looking hard at each

Brown-Forman full control over the marketing and

aspect of this business to find ways to

pricing of our brands. We believe that we have a very

generate stronger returns in the future.

strong team assembled in the U.K. and are confident

Finlandia and Tuaca Acquisitions

that this market will be an important source of growth

We acquired an additional 35% interest in Finlandia

for our company over the next several years.

Vodka Worldwide for $72 million in December 2002,
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increasing our ownership to 80%. Our company now

of distribution for Lenox, remain weak. In addition, the

has global marketing responsibility for Finlandia and

direct-to-consumer channel, which includes direct

we expect to increase brand spending

mail, catalogs, and the Internet, has

significantly in the U.S. and other

slowed over the past 12 months. We

important markets. Finlandia is an

remain focused on controlling our

important part of our portfolio of

costs and finding new, growing outlets

global brands, and we believe that the

for our brands. Although we are

additional advertising and promotional

hoping that a stronger U.S. economy

spending will be a key component of

will improve the outlook for this
business, our current expectation is that operating

our brand-building efforts around the world.

income will be up only slightly next year.

We also acquired an additional 55% interest in
Tuaca liqueur in February 2003,

Share Repurchase

giving us full ownership of the brand.

On March 4, 2003, we repurchased approximately 7.9

Although this transaction is not

million shares of Brown-Forman stock for a total cost

expected to have a material impact

of $561 million. We financed the transaction with

on earnings in fiscal 2004, we

three- and five-year bonds issued when the Treasury

believe this brand has long-range

yield was at a 44-year low, resulting in very attractive

potential to become a meaningful

interest rates for Brown-Forman. As a result, earnings

contributor to the growth of our spirits portfolio,

per share benefited by approximately $0.03 in fiscal

particularly in the U.S.

2003. Fiscal 2004 earnings will benefit by an
incremental $0.30 per share.

Consumer Durables

This transaction does not represent a change

While operating income for the Consumer Durables
segment was up 81% over last fiscal year, this largely

in our business strategy. It is simply a change in our

reflects the absence of the Business Improvement

capital structure, and one which carries out our

Program costs we incurred to close three manufactur-

long-stated objective of using our free cash flow for

ing plants in fiscal 2002. The underlying trends in the

value-creating opportunities for our shareholders.

fine china, tableware, and luggage markets have not

Importantly, the debt issued for this transaction is

improved over the past 12 months. Department stores

not large compared to the free cash flow of the

and retail outlet centers, two of the primary channels

company. We still have ample borrowing capacity
continued on Page 4
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for activities that can create value for our shareholders,

this goal is strong. We recognize that this can only be

such as acquisitions.

accomplished by having the right team of people, in the
right place, all working on the right things.

Board of Directors

In order to guide us in our brand-building

In November 2002, the company announced the
election of both Matthew R. Simmons and Ina Brown

efforts around the world, we have intro-

Bond to the Board of Directors. Both are active and

duced the Brown-Forman Arrow.

accomplished in business and civic affairs and we

ilder in
t Brand Bu
Be the Bes
All

are very pleased to have their services on our Board.
In December 2002, Jerry Abramson resigned from our
Board to assume the role of Mayor of Louisville-

y, Period!
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Jefferson County Metro Government. He was an

Each of the four strategic imperatives is high-

exceptionally valuable member of our Board and we
thank him greatly for his service to our company.

lighted on the arrow and is fueled by the values our
company has long embraced. They all point toward

S t r at e g ic I m p e r at i v e s

Although the environment for certain parts of our busi-

our ultimate goals of unsurpassed growth in brand

ness was very challenging last year, our dedicated

equity, earnings, and total shareholder value over time.
Much of this year’s annual report will focus on these

employees, directors, distributors, and retail partners
did an excellent job focusing on what is most important

imperatives and why we believe that they will be so

for the long-term success of Brown-Forman – improving

helpful to our continued success in the 21st century. We

the value of our brands. Over the past year, the com-

begin, however, with a closer look at Jack Daniel’s, our

pany has created a new overarching objective: to “Be

brand with the strongest consumer franchise. We think

the Best Brand Builder in the Industry.” We realize that

you will enjoy this visit with Jack, including a tour of the

this is easier said than done, but our commitment to

Jack Daniel’s homeplace in Lynchburg, Tennessee.

Sincerely yours,

Owsley Brown II

C h a i r m a n a n d C h i e f E xe c u t i ve O f f i c e r
june 19, 2003
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T H E W O R L D ’S B E S T - S E L L I N G

A MERICAN WHISKE Y
OUR LEGENDARY JACK DANIEL’S FRANCHISE

Jack Daniel

Our Benevolent Sponsor
Consumers in over 135 countries around the globe enjoyed more than 81 million bottles of Jack Daniel’s in
fiscal 2003. This was an increase of 4% over the year before, reaffirming the brand’s position as the best-selling
American whiskey in the world.
continued on Page 6

AN AMERICAN ICON REVERED THROUGHOUT THE WORLD

The Nation’s First Registered Distillery –
ESTABLISHED IN

1866
Created by Jasper Newton Daniel,
but you can call him Jack.

Charcoal mellowing is
what gives Jack Daniel’s its

distinctive
smo ot h tas t e .
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In recent years, the company has crafted full-page, four-color ads to complement the famous black-and-white,
two-thirds-page ads that depict the town and people of Lynchburg (Pop. 361),Tennessee – the place where
Jack Daniel’s is made. The ads suggest the breadth of Jack Daniel’s appeal to everyone from
bankers to bikers.
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day. Jimmy Bedford, our master distiller, is just

ts official name is Jack Daniel’s Old Time
Old Number 7 Brand

the sixth in a line of master

Quality Tennessee Sour Mash

distillers that dates back to

Whiskey. But friends of the

1866. Our whiskey is still

brand around the world are

mellowed drop by drop

content simply to call it “Jack.”

through 10 feet of sugar maple
charcoal. This unique process

Today, Jack Daniel’s
Tennessee Whiskey is the best-

takes more time and costs a

selling American whiskey in

little more, but we believe it is

the world. Ironically, the brand

well worth the wait. It is this

has built its worldwide reputa-

mellowing process that distin-

tion by never wandering too

guishes it as Tennessee

far from home. Today, ever y

whiskey and gives Jack

drop of Mr. Jack’s whiskey is

Daniel’s the smooth, rich taste

still made in a dr y county – in the little town of

and special character that’s easy for folks to

Lynchburg, Tennessee, just as it was in Mr. Jack’s

recognize around the world.
continued on Page 8

SAVORING THE SUBTLE DIFFERENCES OF INDIVIDUAL B ARRELS

Exploring the nuances of whiskey from a single barrel was once a privilege
reserved for Jack Daniel’s Master Distiller Jimmy Bedford. Today, connoisseurs around the world can savor this experience for themselves
with Jack Daniel’s Single Barrel. Introduced in 1997, this unique
expression of Jack Daniel’s Tennessee Whiskey allows aficionados
to sample the delicate differences imbued by the character of
each oak barrel and its location in the warehouse. Each bottle
yields a subtle taste difference and bears a neckband with its
rick number, individual barrel number and bottling date.
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The St. Louis World’s

oldest distiller y. Since

Fair first recognized that

many of you probably have

Jack Daniel’s whiskey was

not had the chance to

different than other

make it to Lynchburg yet,

whiskeys when it awarded

we thought we would use

it the Gold Medal back in

this year ’s annual report to

1904. Nearly 100 years

give you a tour of our

later, Rolling Stone maga-

homeplace. Starting on

zine recognized Jack

page 25, we take you from

Daniel’s as one of the most

the rickyard, where the

important American icon

burning fire turns the ricks

brands of the 20th centur y.

of rich sugar maple into

This status is exemplified

charcoal, to the White

by Hollywood directors who
regularly call for the brand
to make an appearance in a

Gentleman Jack Rare Tennessee Whiskey
is charcoal-mellowed twice – once before
it’s aged and once before bottling –
creating an exceptionally smooth whiskey
with its own unique character.

scene or to bolster the

Rabbit Saloon where you
can sip on a glass of
lemonade after your tour.
(Remember, you can’t drink

character of its hero. Ver y few consumer products

our whiskey until you leave the county!) While we

have so successfully transcended so many genera-

hope that this tour doesn’t stop you from making

tions and remained relevant to groups as diverse

the trip to Lynchburg yourself, we believe it will

as “bikers to bankers.”

help you understand a small piece of what

Almost 200,000 people annually make their
way to Lynchburg, Tennessee, to see America’s

makes this brand an icon to a growing number
of consumers around the world.
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BUILDING STRONG

CONSUMER FRANCHISES
ADD NE W CONSUMERS AND NE W OCCA SIONS FOR ALL CONSUMERS TO RESPONSIBLY ENJOY OUR BR ANDS

is consistently ranked as the most popular
Chardonnay in ﬁne dining establishments throughout America.

Sonoma-Cutrer

Brown-Forman’s success is ultimately determined by the degree to which we are able to build loyal consumer
interest and demand for our brands. One of our key strategic imperatives is to strengthen the relationships we have
with existing consumers while also introducing our brands to new consumers.
continued on Page 10

THE FASTEST-GROWING BOURBON IN THE U.S.

Kentucky’s top-selling
SUPER-PREMIUM
BOURBON

The Ofﬁcial Bourbon of the
now
has an eponymous restaurant &
bar at Louisville International
Airport to greet visitors.

KENTUCKY DERBY

Woodford Reserve

has won top honors as
“Best Bourbon”
at

two major

international spirits competitions.
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Last year, for the ﬁrst time in its history, Southern Comfort employed television advertising in the U.S.,
using several national cable networks to promote its “Between Friends” campaign. The ads appeared on
The Comedy Channel, VH1, BET, USA, ESPN, FX, and TNN. The print ad above conveys the feel
and the key message of all the print, billboard, and television executions.
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he Building Strong Consumer Franchises

excellent, consistent brand-building activity creates

strategic imperative is the primary driver

strong brand franchises.
Through our efforts on

behind our brand-building
efforts. Just as our brands

Jack Daniel’s, Southern

and our employees are the

Comfort, and other impor-

key to our financial success,

tant brands, we at

consumers are the lifeblood

Brown-Forman have long

of our brands. The ultimate

recognized that the stronger

success of our company, as

the consumer franchise, the

well as the long-term viabil-

stronger the brand. We are

ity of each of our brands, is
determined by the degree to
which we are able to build

Jack Daniel’s “Great American Tailgate
Party” bus makes appearances at football
stadiums around the U.S. as tailgate
party enthusiasts compete to win a trip
to the Super Bowl.

committed to tailoring all of
our sales and marketing
activities with the specific
intent of adding new con-

loyal consumer interest and
demand for our brands. Boosting consumer demand

sumers and new occasions for all consumers to

for and interest in our brands over time through

enjoy our brands responsibly.
continued on Page 12

THE OFFICIAL CHINA OF THE WHITE HOUSE – AND AMERICAN HOMES EVERYWHERE

Since PresidentWilson ﬁrst ordered a new set of china from
Lenox in 1918, Lenox China has been proudly used in the
White House. Subsequently, four additionalWhite House services were created by Lenox for Presidents Franklin Roosevelt,
Truman, Reagan, and Clinton. Lenox is also used in most
governors’ mansions and in U.S. embassies around
the world.With seven of the 10 best-selling ﬁne
china patterns in the U.S., including the top ﬁve,
Lenox is the choice of American brides as well.
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Much of our success in this

brand, has enjoyed a resur-

pursuit will come from har-

gence in the U.S. over the

nessing the power of consumer

past few years as a result of

insights and developing from

creative marketing programs

them creative ideas and prof-

that capitalize on the brand’s

itable plans that are properly

New Orleans heritage. The

executed. Knowing that our

brand’s new “Between

people will be the catalysts

Friends” advertising campaign

behind this activity, we have

is also resonating well with

embedded our consumer

consumers.

insights resources deeper into

Finlandia Vodka is our

our brand teams, arming brand

third global spirits brand, and

leaders with the tools and
methods needed to accomplish
their goals.

last year we assumed global

In the recent James Bond ﬁlm, 007 upgraded
his preferred vodka to Finlandia.A strong
marketing and PR campaign generated millions
of consumer impressions for the brand.

We measure the success of

marketing responsibility for
the brand after increasing our
ownership of the trademark

this imperative by gauging the relative market

to 80%. In fiscal 2004, we expect to significantly

share of each of our brands. We also measure the

increase our spending behind this brand.

qualitative drivers behind our market share: con-

While the wine business has been increasingly

sumer awareness of, loyalty to, and perceptions of

difficult over the past year, primarily due to the over-

our brands. We will stimulate these drivers by con-

supply in both the U.S. and Australia, we have three

tinuing to differentiate our brands, making them

large brands that have strong consumer franchises –

more relevant to our consumers around the world.

Fetzer, Bolla, and Korbel. We are working very hard

Recent successes indicate that our focus on con-

to balance the significant long-term, top-line growth

sumer brand-building activities is the right strategy.

opportunities in wine with the volatile supply

Southern Comfort, our second most important

situation and the industry’s capital requirements.
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W I N N I N G AT

THE POINT OF PUR CHA SE
RESPONSIBLY WIN THE BAT TLE FOR VISIBILIT Y AND DELIVER THE MOST ENGAGING CONSUMER PR OMOTIONS

displays create food and wine pairing experiences for
consumers and stimulate impulse buys with their promotional partners.

Fetzer Wine

The greatest consumer-oriented ideas and plans cannot succeed without superior execution. Our second strategic imperative, Winning at the Point of Purchase, is designed to ensure that we progress from developing creative
ideas about reaching new consumers to successfully executing brand plans where consumers buy our products.
continued on Page 14

UPSIDE DOWN BOTTLES PRODUCE BIG PROFITS IN THE U.K.

About

65%
of our spirits sales in the U.K. occur
in b a r s, t a v e r n s,
and r e s t a u r a n t s.

Special dispensers, called
are commonly used in
the U.K., our second-largest market.

O p t i c s,
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Most of Canadian Mist’s sales occur off-premise in retail stores, and a signiﬁcant portion of its volume
is from 1.75 liter bottles. The brand’s sales have been helped in recent years by the introduction of
consumer-friendly PET plastic packaging, which enables people to buy the large size bottle
without having to carry the weight of glass.
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point of purchase. Two of the requirements for success

inning at the Point of Purchase means we

in this endeavor are excellent

need to reach con-

sumers wherever they are

packaging and engaging pro-

buying wines and spirits

motions that work nationally

around the world. Whether in

and locally. We use them to

bars, restaurants, package

positively reinforce the brand’s

stores, grocery stores, or at

key equity elements.

concerts, sports stadiums, or

In the pursuit of under-

special events, we must excel

standing our consumers better

in making our brands available

throughout the channels of

and desirable to consumers.

distribution, we must not

This strategy is a direct and
natural extension from

Korbel has been America’s
best-selling premium champagne
for over 120 years.

only sell to our customers
but also through them,
directly to our consumers.

“Building Strong Consumer

For example, getting one of our wines placed on

Franchises,” because some of our best opportunities to
interact positively with our consumers come at the

a restaurant’s wine list isn’t enough – we must also
continued on Page 16

G I F T S T H AT C E L E B R AT E L I F E

Since 1889, Lenox has created exquisite tableware, gifts,
and collectibles for presidents, dignitaries, and families all
across America. Lenox is known best as the leader in the
bridal market – specializing in fine china, crystal, and
giftware items catering to newly married couples.
This display from one of Lenox’s retail stores shows an
array of beautiful gift items that perfectly complement
any wedding celebration.
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work with our distributors

brand-focused promotions.

and the restaurant’s waiters

As a result, our brands enjoy

to ensure that they are

the benefits of both a large

knowledgeable about our

sales portfolio and a singular

wines and can recommend

marketing focus at the point

them with confidence to

of purchase.

their patrons.

While attractive displays in

Similarly, when we intro-

retail stores, fun promotions

duce a new product, such as

in bars, and wait staff train-

Amarula Cream Liqueur

ing in restaurants is essential,

(which debuted in the U.S.

so too is reaching consumers

in 2002), we must develop
merchandising materials that
inform consumers, retailers,

in new venues. Consequently,

While Duty Free sales have been adversely
affected by the recent decline in travel,
Jack Daniel’s has continued to perform
well in this segment.

and bartenders about the

we have started crossfunctional initiatives that
target sales channels such

brand’s great taste and other attributes.

as national retail accounts, which present tremen-

This type of activity requires a new level of part-

dous opportunities for high volume sales, as well

nership, information sharing, and seamless

as independent on-premise outlets, which offer

integration among all areas of Brown-Forman, most

access to the type of opinion leaders who help build

particularly between our sales and marketing

brands through word-of-mouth recommendations.

organizations, as well as with our trade partners at
the distribution and retail levels.

We’re also Winning at the Point of Purchase
with new partnerships with companies like the

Furthermore, in the U.S., we have changed the

Island Oasis Company. Through this relationship

structure of our spirits sales force from one that

we have developed great-tasting Southern Comfort

had specialty divisions into a consolidated team,

cocktails, such as the Hurricane, which are made

selling all of our brands. The redeployment of

available in sports stadiums and concerts, venues

marketing personnel to the field has complemented

which previously were the exclusive domain of

this change by assisting the sales function with

beer companies.
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A L L O C AT I N G R E S O U R C E S

S U P E R B LY
OPTIMIZE E VERY INVESTMENT, BE IT IN BR ANDS, PEOPLE, OR OTHER KE Y DRIVERS OF GR OWTH

Brown-Forman has signiﬁcantly enhanced its global spirits portfolio with the
purchase of a majority interest in F i n l a n d i a V o d k a .
To become a great brand-building organization, we need to put as many of our resources as possible to work
behind our brands to assure their prosperity. The goal of this imperative is to allocate investment dollars in the
best possible way for the long-term benefit of all of our brands.
continued on Page 18

TUACA – THE BRAND BARTENDERS RECOMMEND

Smooth tasting, with
Orange & Vanilla
Flavors
Tuaca is great mixed or
straight.

4consecutive years of
Double-Digit Growth

strength on-premise
is fueled by focused efforts
directed to bartenders.

T u a c a’ s
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The company’s new distribution arrangement in the United Kingdom is an excellent example of allocating
resources superbly. By selling our brand directly to bars, restaurants, and retail outlets while sharing
distribution costs with Bacardi, we garner a greater percentage of the proﬁts generated by our brands
in the U.K., our second-largest market after the U.S.
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uilding Strong Consumer Franchises and

record of success. But as the business environment

Winning at the Point of Purchase will not

changes, we must adapt – and that means we have

happen without our focused

to be even smarter about

commitment on the con-

investing our money.
We sell more than 30

sumer, and our new ways of
working within the Brown-

brands in the U.S. and more

Forman organization and

than 10 labels in global

our trade partners’ organiza-

markets. We have offices,

tions. In order to accomplish

production facilities, and/or

these first two initiatives,

joint ventures in 40 cities

we believe that our acumen
in allocating resources
superbly is essential to our

Handcrafted from Hartmann’s
signature Belting Leather, the double gusset
ﬂap-over business case is one of seven new
semi-structured business cases to be
introduced in the coming year.

and 25 countries across the
globe, and we transact business in more than 135
countries. Needless to say,

future success.
Brown-Forman has always done a fine job in
allocating its resources, as evidenced by our long

there are countless opportunities in which we could
invest behind our brands.
continued on Page 20

B A R R E L S M A DE AT B LU E G R AS S C O OP E R A G E – A K E Y TO M A K I N G F I N E W H I S K E Y

Our master distillers tell us that 50 to 60 percent of the ﬂavor –
and all of the color – of our ﬁne bourbons and Tennessee whiskeys
comes from the barrel. When whiskey first comes off the
still, it is clear, with a strong taste of grain. After
spending a few years maturing in new charred oak
barrels, the whiskey develops exquisite flavors and a
rich amber color, all derived from the wood. That’s why
Brown-Forman owns its own barrel-making operation,
the only whiskey-maker in the world that does.
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income, at acceptable risk

In addition, the consolidation occurring within the

levels, from its investment

beverage alcohol industry

in a diversified portfolio of

has created one huge com-

brands.
The Allocating Resources

petitor and a few other very
large ones, giving those com-

Superbly imperative is being

panies greater scale – and

led by our most senior exec-

more total investment dollars

utives with the assistance of

– than Brown-Forman.

our brand and geographic
leaders. Our senior manage-

These circumstances
require us to use our

ment team acts as a venture

strengths in order to compete

capital review board, judging

effectively in the global mar-

investment choices based on

ketplace. In addition to
having great brands, the best
people, and a well-earned

Results for Glenmorangie were solid last
year, as better PR programs and improved
execution of on-premise promotions
contributed to this success.

growth opportunities across
our beverage portfolio and
within various markets. Our
brand and geographic leaders

reputation for being an excellent partner, allocating resources superbly is one of

come forward with comprehensive, consumer-

our key strengths. But we know we must get even

oriented plans designed to gain access to the

better at it in the future to take full advantage of

corporation’s investment funds.
This process ensures that each investment

growth opportunities for our brands and our
company. Our best offense and defense in this

opportunity is evaluated in four ways: by brand;

environment is sound investment in consumer

by key geographic market; by trade orientation

brand-building activities.

versus consumer orientation; and by short-term

Here is the philosophy we have adopted regarding our investment strategy:
As an independent, shareholder value-oriented

benefit versus long-term benefit. By analyzing our
brand plans with such depth and magnitude, we
feel confident that we are directing the corpora-

brand-building company, Brown-Forman seeks a

tion’s investment dollars in the right places to

sustainable, superior balance of growth and

ensure long-term brand health.
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C R E AT I N G A D E E P LY E N G R A I N E D

B R A N D B U I L D I N G C U LT U R E
WE LIVE BRAND BUILDING E VERY DAY, E VERY WHERE, IN E VERYTHING THAT WE DO

O l d F o r e s t e r , the company’s founding brand,
is a favorite of employees in the A d o p t - A - B r a n d program.

As the three aforementioned strategies take root, our fourth imperative, Creating a Deeply Engrained Brand
Building Culture, becomes a natural outflow of those activities. However, in recognizing that it is every employee’s
responsibility to build brands, we have initiated focused efforts to engage our entire organization in this pursuit.
continued on Page 22

DELICIOUS PREMIUM WINES MADE FROM ORGANIC ALLY GROWN GRAPES

Organic farming produces
healthier

&

fine

vines

wines.
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Our Brand Education program motivates employees to complete online learning sessions, including written tests.
Upon ﬁnishing that portion of the program, employees participate in special tastings, conducted by experts, to
learn the different taste proﬁles of our brands. Jack Daniel’s Master Distiller Jimmy Bedford is one of our
experts most in demand for these tasting experiences – or just to share a drink with after a hard day.
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e realize that our fourth strategic imperative,

pate at their desks by logging on and scrolling

Creating a Deeply Engrained Brand Building

through informative presentations about each

Culture, will take time to

brand. When employees

achieve. But we’ve already

believe they are knowledge-

begun the process by

able about a particular

creating and implementing

brand or brands, they

three employee-focused

register for an online test.

programs that are helping

Once they pass the test,

indoctrinate brand-building

they qualify for a special

knowledge and habits into

tasting program for the

our ever yday lives.
The first of these is the
Brand Education program, a

Our new Bolla visitor center near
Verona, Italy, welcomes consumers and
trade partners to learn more about how
we have built upon Bolla’s great tradition
in making ﬁne wines.

Web-based brand-knowledge

brand conducted by one of
our master distillers, winemakers, or other experts.
The second program

curriculum that helps employees learn about our

designed to help create a brand-building culture is

brands through online learning. Employees partici-

the Brand Ambassador program. This complements
continued on Page 24

THE OFFICIAL DRINK OF THE KENTUCKY DERBY

For the 16th consecutive year, the Early Times Mint Julep was the ofﬁcial
drink of the Kentucky Derby, and more than 80,000 of the cocktails were
served at Churchill Downs over the ﬁrst weekend in May. Consumers
at home were also able to enjoy the festive drink by purchasing pre-mixed bottles of Early Times Mint Julep. The
bottle’s label featured a replica of a painting by Kentucky
artist Celeste Susany. The painting is the fifth in a series
commissioned by Early Times to celebrate thoroughbred
racing’s premier event.
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the Brand Education program

In addition, we are

by teaching employees to be

developing brand-building

better representatives of our

metrics for all employees,

brands when visiting stores,

regardless of their responsi-

bars, and restaurants. We

bilities. It is a given that

help employees learn how to

anyone in the sales and

build good relationships with

marketing organization has

the owners, managers, bar-

direct brand-building

tenders, and other wait staff

responsibilities as part of

so that they will want to

his or her job. But for

carry our brands in their

employees in corporate

establishments.

departments, such as

The Adopt-A-Brand
program is the newest plank
of this initiative and encourages employees to champion

finance, human resources,

Our marketing efforts for Amarula Cream
Liqueur focus on getting consumers,
bartenders, and waiters to taste the product,
because once people try it, they love it.

a single brand for the course

legal, information technology, and corporate
communications, brand
building is not always an

of a year. Here, employees apply the knowledge

obvious part of each person’s job. Hence, we are

gained from the first two initiatives to be an advocate

asking ever y employee to work with his/her

for their chosen brand among their family, friends,

manager to develop at least one specific key

and neighbors. All employees taking part in this pro-

task that is related to brand building.

gram receive a brand tool kit, participate in online

Our ultimate goal is to create a corporate culture

brand chat rooms, and are invited to special events

at Brown-Forman that is rich with people who are

to better connect them to their respective brands.

knowledgeable and passionate about brands.
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F I N A N C I A L R E S U LT S

Inside the tiny house that was Jack Daniel’s ofﬁce,
is a gentle reminder of the traditions
that have been handed down from Mr. Jack to current
and future generations.

Jack’s Safe

Welcome to the Jack Daniel Distillery, America’s oldest registered distillery. You couldn’t find a better place to
make whiskey than here in Lynchburg (Pop. 361), Tennessee. Folks are never in too much of a hurry here in
Lynchburg and that patience extends to the way we make our whiskey. We take great pride in remaining true to
the time-honored process that dates back to before Mr. Jack first registered his distillery in 1866.

JACK DANIEL DISTILLERY TOUR

1

V
9
2
7

3

4
5
6
8
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Stroll with us as we see whiskey being
made the old-time way. Or, as Mr. Jack
liked to say, “Every day we make it, we’ll
make it the best we can.” And that’s not
likely to change any time soon.
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S E L E C T E D F I N A N C I A L D ATA
(Expressed in millions, except per share amounts and ratios)
Year Ended April 30,

Operations

1994

1995

1996

1997

1998

1999

2000

2001

2002

2003

Net Sales .......................................... $1,617

1,685

1,804

1,833

1,916

2,021

2,147

2,195

2,224

2,378

Gross Proﬁt ........................................ $ 768

816

865

886

957

1,020

1,105

1,153

1,133

1,182

Operating Income .............................. $ 240

268

274

287

307

322

348

374

353

378

Net Income ........................................ $ 129

149

160

169

185

202

218

233

228

245

Weighted Average Shares used to
calculate Earnings Per Share
– Basic ........................................
– Diluted ......................................

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

68.3
68.5

67.4
67.6

Earnings Per Share
– Basic .......................................... $ 1.63
– Diluted ...................................... $ 1.63

2.15
2.15

2.31
2.31

2.45
2.45

2.67
2.67

2.93
2.93

3.18
3.18

3.40
3.40

3.33
3.33

3.64
3.63

Cash Dividends Paid
Per Common Share............................ $ 0.93

0.97

1.02

1.06

1.10

1.15

1.21

1.28

1.36

1.45

Average Invested Capital .................... $ 900

835

875

929

948

1,049

1,238

1,357

1,470

1,598

Average Common
Stockholders’ Equity .......................... $ 629

493

578

671

756

854

974

1,110

1,235

1,283

Total Assets at April 30 ........................ $1,234

1,286

1,381

1,428

1,494

1,735

1,802

1,939

2,016

2,264

Long-Term Debt at April 30 .................. $ 299

247

211

63

50

53

41

40

40

669

197

167

176

220

213

241

232

249

243

Invested Capital

Other Key Measures
Cash Flows from Operations ................ $ 221
Gross Margin ....................................

47.5%

48.4%

47.9%

48.3%

49.9%

50.5%

51.4%

52.6%

50.9%

49.7%

Operating Margin ................................

14.9%

15.9%

15.2%

15.7%

16.0%

15.9%

16.2%

17.0%

15.9%

15.9%

Effective Tax Rate ..............................

37.4%

39.8%

37.8%

38.0%

37.6%

36.5%

36.5%

36.3%

34.5%

34.2%

Return on Average Invested Capital ......

15.4%

19.5%

19.7%

19.4%

20.4%

19.8%

18.4%

17.9%

15.9%

15.7%

Return on Average Common
Stockholders’ Equity ..........................

20.4%

30.1%

27.5%

25.2%

24.3%

23.6%

22.4%

21.0%

18.5%

19.1%

Total Debt to Total Capital ....................

43.6%

35.7%

29.6%

23.6%

16.7%

24.5%

20.3%

17.1%

13.7%

49.9%

Dividend Payout Ratio..........................

57.5%

45.3%

44.2%

43.3%

41.2%

39.3%

38.1%

37.7%

40.8%

40.4%

Notes:
1. Includes the consolidated results of Sonoma-Cutrer Vineyards, Finlandia Vodka Worldwide, and Tuoni e Canepa since their acquisitions in April 1999, December 2002, and
February 2003, 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. In October 1993, we sold Brown-Forman Enterprises, a credit card processing operation, resulting in an after-tax gain of $18 million.
4. We deﬁne Return on Average Invested Capital 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.
5. We deﬁne Return on Average Common Stockholders’ Equity as income applicable to common stock divided by average common stockholders’ equity.
6. We deﬁne Total Debt to Total Capital as total debt divided by the sum of total debt and stockholders’ equity.
7. We deﬁne Dividend Payout Ratio as cash dividends divided by net income.
8. We have reclassiﬁed some prior year amounts to conform with this year’s presentation.
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M A N A G E M E N T ’S D I S C U S S I O N A N D A N A LY S I S
In the discussion below, and in the Chairman’s letter, we review
Brown-Forman’s consolidated ﬁnancial condition and results of
operations for the ﬁscal years ended April 30, 2001, 2002, and
2003. We also make statements relating to our anticipated ﬁnancial performance and other forward-looking statements and
discuss factors that may affect the company’s future ﬁnancial condition and performance. We have prepared a non-exclusive list of
risk factors that could cause actual results to differ materially from
our anticipated results. Please read this Management’s Discussion
and Analysis section in conjunction with our consolidated ﬁnancial
statements for the year ended April 30, 2003 and the related
notes, and the important information regarding forward-looking
statements on page 53.
CONSOLIDATED SUMMARY OF OPERATING PERFORMANCE
Fiscal 2003 Compared to 2002
Net sales reached record levels in ﬁscal 2003, growing 7%, or
$154 million. Sales of beverages increased 11%, due to solid
growth for Jack Daniel’s Tennessee Whiskey and Southern
Comfort, the impact of our new United Kingdom distribution
arrangement (discussed below), and favorable foreign exchange
trends, partially offset by signiﬁcantly lower revenues for our wine
brands. Sales of our Consumer Durables segment fell 4%, reﬂecting a sluggish U.S. economy and a challenging retail environment.

Operating income for ﬁscal 2003 improved 7%, or $25 million. A
$12 million increase in proﬁts from beverages was driven primarily
by solid gains for both Jack Daniel’s and Southern Comfort, partially
offset by signiﬁcantly lower earnings on wines. Operating income for
the Consumer Durables segment increased $13 million, largely reﬂecting the absence of $17 million of Business Improvement Program
costs (discussed below) incurred in ﬁscal 2002.

International sales of $486 million (excluding excise taxes) were
up 24% in ﬁscal 2003, reﬂecting higher volumes of Jack Daniel’s
and Finlandia Vodka, the new distribution arrangement in the
United Kingdom, and a strengthening of foreign currencies
against the U.S. dollar. Sales in the United States, representing
76% of our revenues (excluding excise taxes), were ﬂat with
prior year as a challenging business environment for our wine
brands and the Consumer Durables segment essentially offset
gains registered on our spirits brands.
Gross proﬁt is a key performance measure for us. The expansion
of consumer demand around the world for Jack Daniel’s, coupled
with signiﬁcant margin improvement on Jack Daniel’s and
Southern Comfort (boosted by higher prices, the new U.K.
distribution arrangement, and positive foreign exchange trends),
combined to increase our gross proﬁt in ﬁscal 2003. Partially
mitigating gross proﬁt growth in spirits were higher grape costs, a
competitive pricing environment for wines, and soft retail and
direct-to-consumer trends for the Consumer Durables segment.
Gross margin dropped from 50.9% in ﬁscal 2002 to 49.7% in ﬁscal 2003, as improved margins for spirits were offset by
higher costs and pricing pressures for wines as well as the
new distribution arrangement in the U.K. We now record excise
taxes for our U.K. spirits business in sales and cost of sales. In
ﬁscal 2003, this increased both our sales and cost of sales by
$63 million and commensurately reduced the company’s gross
margin by 1.4 percentage points. Excluding this change,
margins improved modestly over ﬁscal 2002.

Business Improvement Program. We recently completed the
Business Improvement Program originally announced in July 2001.
This program was designed to rationalize manufacturing capacity,
streamline procurement and production practices, and improve
connections with customers. We incurred $22 million, or $0.21 per
share, related to these initiatives in ﬁscal 2002, primarily related to
closing three manufacturing facilities in our Consumer Durables
business. In ﬁscal 2003, we invested an additional $8 million, or
$0.08 per share, in these initiatives. We anticipate the beneﬁts from
these investments will strengthen long-term cash ﬂow and earnings.
Earnings per share reached a record $3.63, up 9% over ﬁscal
2002. Healthy underlying growth for spirits and lower costs
associated with the Business Improvement Program more than
offset signiﬁcantly lower proﬁts for wines and a drop in base
business performance for Consumer Durables, reﬂecting a
challenging environment for each. Earnings per share also
improved by $0.03 as a result of our repurchase of 7.9 million
shares of the company’s common stock in March 2003.
Basic and diluted earnings per share. We have a stock option
plan described in Note 15 of our ﬁnancial statements. Our plan
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requires that we purchase shares to satisfy stock option
requirements, thereby avoiding future dilution of earnings that
would occur from issuing additional shares. We acquire treasury
shares from time to time in anticipation of these requirements.
We intend to hold enough treasury stock so that the number of
diluted shares is always less than the original number of shares
outstanding at inception of the plan (as adjusted for any share
repurchases or issuances unrelated to our stock option plan). The
extent to which diluted shares exceed the number of basic shares
is determined by how much our stock price has appreciated since
the options were granted, irrespective of how many treasury
shares we have acquired.
Fiscal 2002 Compared to 2001
Net sales grew 1%, or $29 million, in ﬁscal 2002. Sales of
beverages increased 3%, due largely to higher volumes and price
increases for Jack Daniel’s Tennessee Whiskey, Southern Comfort,
and Finlandia Vodka. Sales of our Consumer Durables segment fell
3%, however, resulting from a recessionary U.S. economy, exacerbated by the events of September 11.
Gross proﬁt declined $20 million, or 2%, reﬂecting a more competitive pricing environment for wines and consumer durable
products, cost pressures resulting from lower production levels for
spirits and china products, and unfavorable currency trends.
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we incurred $22 million, or $0.21 per share, of Business
Improvement costs in ﬁscal 2002, primarily to close three
manufacturing facilities in our Consumer Durables business.
Earnings per share fell 2% to $3.33 per share in ﬁscal 2002.
Continued growth in our Wine and Spirits business was more than
offset by an unfavorable currency environment and a signiﬁcant
decline in earnings for the Consumer Durables segment.
OTHER KEY PERFORMANCE MEASURES
Our primary goal is to increase the value of our shareholders’
investment. Long-term growth in the market value of our stock is
a good indication of our success in delivering an attractive return
to shareholders.
Total shareholder return. A $100 investment in our Class B stock
ten years ago would have grown to $362 by the end of ﬁscal 2003,
assuming reinvestment of all dividends and ignoring personal taxes
and transaction costs. This represents an annualized return of
14% over the ten-year period, compared to 10% for the S&P 500.
A more recent investment in Brown-Forman also outperformed the
market, with our Class B stock maintaining an average annual
return of 14% over the three-year period ended April 30, 2003,
compared to an average annual decline of 13% for the S&P 500.

Operating income for ﬁscal 2002 fell $21 million, or 6%. A
$30 million decrease for the Consumer Durables segment caused
by the recessionary U.S. economy and costs to implement the
Business Improvement Program more than offset a $9 million
improvement for Wine and Spirits.
Adoption of SFAS 142 and Business Improvement Program.
As a result of adopting Statement of Financial Accounting
Standards (SFAS) 142 on May 1, 2001, we no longer amortize
goodwill and other intangible assets with indeﬁnite lives. This
increased both operating income and net income by $12 million
($0.18 per share) over ﬁscal 2001, reﬂecting the fact that amortization was not deductible for tax purposes. As discussed earlier,

VISITOR CENTER

Crafted from native limestone and wood,
the Jack Daniel Visitor Center salutes the
natural Tennessee landscape that makes
this the perfect place for making good
sipping whiskey. You’ll discover on your
tour the natural abundance and beauty
that ﬁrst drew Jasper Newton Daniel to
this hollow. Here, stories ﬂow as freely as
good whiskey, bringing to life Mr. Jack and
giving you a special taste of his character.
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Returns on average invested capital and stockholders’ equity.
While our returns on average invested capital and stockholders’
equity have recently trended lower, they remain very healthy in the
context of current capital market conditions. Our returns over the
period have been reduced by a change in U.S. tax regulations,
requiring us to repay approximately $200 million of our deferred
tax liability over a ﬁve-year period ending ﬁscal 2003. In addition,
although we expect our recent investments in Sonoma-Cutrer,
Finlandia, and Tuaca to enhance returns over the long-term, they
are currently reducing returns.

The international growth opportunities for our Wine and Spirits
segment continue to be a major focus for our company. As our international business grows in importance to the company, we have
recently made several meaningful changes to our distribution arrangements. The most important change of the past several years was in
our second-largest market, the United Kingdom. Effective August 1,
2002, we began selling our spirits products directly to the trade in the
U.K. via a cost-sharing arrangement with Bacardi. We have already
experienced some of the beneﬁts from this distribution change by
increasing the focus on our brands and earning higher proﬁt margins,
and we expect that this market will be an important source of earnings growth for the company in ﬁscal 2004 and beyond.

COMPANY OUTLOOK
We believe Brown-Forman’s outlook for growth remains positive,
particularly for our Wine and Spirits business. In the U.S., longterm demographic trends suggest a growing base of consumers
for our premium wine and spirits brands. Outside the U.S., our
core spirits brands have shown dramatic growth over the past
ten years, and we continue to see opportunities to expand our
presence in many international markets. Although the growth
outlook for our Consumer Durables business is not as strong as
it is for Wine and Spirits, we recently completed a Business
Improvement Program that will reduce our cost base and
improve the earnings outlook for the next few years.

Stop 1:

Jack Daniel’s Tennessee Whiskey is the most important brand for
Brown-Forman and one of the largest and most proﬁtable spirits
brands in the world. Consumer demand for Jack Daniel’s remains
vibrant, with solid volume growth in both the domestic and international markets over the past year. Southern Comfort, the second
most important brand at Brown-Forman, is performing well with
particularly good results in its largest market, the United States. In
addition, we have continued to add premium brands to our portfolio over the past several years, including Finlandia vodka,
Glenmorangie Scotch whiskies, Tuaca liqueur, Appleton rums, and
Sonoma-Cutrer California chardonnay. We believe that these
brands, together with internally developed products such as
Woodford Reserve bourbon and Bonterra wine, will be important
factors in the long-term growth of our Wine and Spirits business.

Given the current U.S. economy, the near-term growth outlook
remains challenging for our Consumer Durables business. Weak
trends continue in department stores and retail outlet centers,
representing two of the segment’s primary distribution channels, as
a result of a soft economy. In addition, the direct mail business is
being adversely affected by a nine-year low in consumer conﬁdence
levels. Growth of this business depends upon our ability to develop
new distribution channels and a stronger U.S. economy.
While trading conditions across the industry remain difﬁcult, we
expect to realize additional cost beneﬁts in ﬁscal 2004 from the
Business Improvement Program implemented in ﬁscal 2002. We

THE RICKYARD

The ﬁre that burns our ricks of rich sugar
maple into charcoal is nearly as intense as
the commitment of those who work here
at the distillery. This charcoal is used in
the mellowing process that makes our
whiskey a Tennessee whiskey and not
bourbon. Some say it’s impossible to make
charcoal by burning wood in the open air.
But that’s the way Mr. Jack made it, and
the way we’re still making it today.
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believe the segment is in a better position for future growth, but
our current expectation for the segment is for operating income to
increase only slightly in ﬁscal 2004.
Brown-Forman’s outlook for growth in ﬁscal 2004 is very positive
based on the continued growth around the world for Jack Daniel’s
and Southern Comfort, a full year of higher margins on sales of
spirits brands in the U.K., improved operating income from wines,
favorable foreign exchange trends, realization of savings from the
Business Improvement Program and incremental earnings accretion
of $0.30 per share from the share repurchase. Assuming a stable
world business environment, we expect ﬁscal 2004 earnings per
share to grow to a range of $4.10 to $4.30 per share.
WINE AND SPIRITS SEGMENT
Summary of Operating Performance
2001

2002

2003

Net Sales
% Change

$1,572
2%

$1,619
3%

$1,797
11%

Gross Proﬁt
% Change

$ 848
4%

$ 850
0%

$ 902
6%

Advertising Expenses
% Change

$ 213
3%

$ 213
0%

$ 230
8%

SG&A Expenses
% Change

$ 316
4%

$ 304
(4%)

$ 331
9%

Other Expense (Income)

$

$

$

Operating Income
% Change

$ 327
8%

$ 336
3%

$ 348
4%

Gross Margin

53.9%

52.5%

50.2%

Operating Margin

20.8%

20.7%

19.4%

(Dollars in millions)

(8)

(3)

(7)

Our Wine and Spirits segment includes strong brands representing
a wide range of wine varietals, champagnes, and distilled spirits
such as whiskey, bourbon, vodka, tequila, rum, and liqueur.
This segment’s largest market is the United States, which generally prohibits wine and spirits manufacturers from selling their
products directly to consumers. Instead, we sell our products to
wholesale distributors, who then sell the products to retailers, who
in turn sell to consumers. We also use a similar tiered distribution
model in most markets outside the United States.
Distributors and retailers normally keep some of our products on
hand as inventory, making it possible for retailers to sell more (or
less) of our products to the consumer than distributors buy from us
during any given time period. Because we record revenues when
we ship our products to distributors, our sales do not necessarily
reﬂect actual consumer demand during any particular period.
Ultimately, of course, consumer demand determines our ﬁnancial
results. Thus, it is important to consider that demand in assessing
our performance. Depletions, which are deﬁned as nine-liter case
movements from wholesalers to retailers, are generally used in the
wine and spirits industry as the most accurate approximation of
consumer demand on a national and international basis.
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Fiscal 2003 Compared to 2002
Net sales grew $178 million, or 11%, reﬂecting solid growth for spirits
driven by volume gains, price increases, higher revenues from our new
U.K. distribution arrangement, and positive foreign exchange movements. The growth in our spirits brands was partially offset by lower
revenues from our wine brands. As discussed earlier, we now record
excise taxes for our U.K. spirits business in both sales and cost of
sales. This change boosted segment revenues by $63 million, or 4%.
Jack Daniel’s registered growth for the eleventh consecutive year,
as worldwide depletions grew 4%. Depletions increased in 16 of
the brand’s top 20 markets around the world. Results for Southern
Comfort were also strong, as growth in the U.S. and U.K. was
partially offset by weaker performance in Continental Europe. Both
brands achieved record sales levels, driven by higher pricing, the
new distribution agreement in the U.K. and positive foreign
exchange trends.
While depletions for Fetzer and Bolla were essentially unchanged
compared to last year, volumes for Korbel Champagnes were higher
than in ﬁscal 2002, as the brand continued to increase its market
share in the U.S.
The following table highlights worldwide depletion results for our
major brands during ﬁscal 2003:
Nine-Liter
Cases (000s)

Change From
Fiscal 2002

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

6,810
2,315
2,155
1,280
1,015

4%
(3%)
1%
8%*
(5%)

Wine:
Fetzer
Bolla
Korbel Champagnes

3,115
1,650
1,125

0%
(1%)
5%

*Depletions for Finlandia beneﬁted from the addition of new markets to
Brown-Forman’s distribution agreement. Excluding these new markets,
depletions for Finlandia were down 1%.

Gross proﬁt expanded 6%, or $52 million, reﬂecting solid gains for
Jack Daniel’s and Southern Comfort, a more proﬁtable distribution
arrangement in the U.K., and favorable foreign exchange movements. These improvements were partially offset by signiﬁcantly
lower proﬁts for our wine brands. Gross margin declined from
52.5% in ﬁscal 2002 to 50.2% in ﬁscal 2003. One of the major
factors driving this decline was the recording of excise taxes for the
U.K. spirits business, which lowered segment gross margin by 1.8
percentage points. Higher costs and pricing pressures for wines also
contributed to the reduction in margin. Fetzer, our largest wine
brand, was unable to take advantage of reduced grape costs in
California because of long-term sourcing contracts, while a shortage
of Italian grapes and a stronger euro increased costs for Bolla.
Advertising expenses increased 8% as we signiﬁcantly increased
brand-building activities for our spirits brands. Selling, general,
and administrative expenses were up 9%, inﬂuenced by an
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M A N A G E M E N T ’S D I S C U S S I O N A N D A N A LY S I S (continued)
increase in sales and marketing costs related to the new distribution arrangement in the U.K. and new markets added as a result
of acquiring additional ownership and distribution in Finlandia.
Operating income grew 4%, or $12 million, primarily reﬂecting
healthy underlying growth for spirits, which was tempered by
lower proﬁts for wines.
Fiscal 2002 Compared to 2001
Net sales improved 3%, or $47 million. Jack Daniel’s registered
growth for the tenth consecutive year, with particularly strong performance in Western Europe. Higher volumes and pricing for both
Southern Comfort and Finlandia also boosted sales in ﬁscal 2002.
Gross proﬁt was ﬂat compared to ﬁscal 2001, despite the 3%
growth in sales. A more competitive pricing environment for our
wines, unfavorable foreign exchange rates, and costs incurred for
our Business Improvement Program contributed to the decline in
gross margin from 53.9% in ﬁscal 2001 to 52.5%.
Advertising expenses approximated ﬁscal 2001 expenditures, as
we decided not to increase spending levels given unfavorable onpremise market conditions and a generally soft U.S. economy in
the aftermath of September 11. Selling, general, and administrative expenses declined 4%, reﬂecting tight cost controls, reduced
travel, and a $5 million beneﬁt from adopting SFAS 142.
Operating income for the segment improved 3%, primarily
reﬂecting reduced operating expenses and a $7 million beneﬁt
from adopting SFAS 142.
BUSINESS ENVIRONMENT FOR WINE AND SPIRITS
Government Policies, Public Attitudes: Our ability to market and
sell our beverage alcohol products depends heavily on government
policy regarding those products and the attitude of society in general towards drinking them. This is true in both the United States,
our largest market, and around the world.
A small minority of drinkers abuse beverage alcohol, giving rise to
public issues of great signiﬁcance. We strongly oppose abusive
drinking and contribute signiﬁcant resources to programs aimed at
understanding and curbing alcohol abuse – especially drunk driving and underage drinking. 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. We and other beverage alcohol
producers take a prominent role in encouraging responsible consumption of our products and in warning against alcohol abuse.
We observe voluntary industry marketing and advertising guidelines. We support social awareness organizations that ﬁght alcohol
abuse and provide education about beverage alcohol, often in
partnership with public health ofﬁcials.
Especially in the U.S., distilled spirits are at a marked disadvantage to beer and wine in taxation, advertising, and the number
and type of sales outlets. Along with other distillers, a major goal
of ours is to achieve greater cultural acceptance of our products
and parity with beer and wine in access to consumers.
Leveling the Playing Field: Among the objectives we seek are:
• greater access to television advertising for distilled spirits;
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• fairer product distribution rules, so that our customers can buy
our beverage products more conveniently (over the past year,
for instance, the industry has successfully lobbied for legislation
allowing spirits sales on Sundays in New York, Pennsylvania,
Oregon, and Delaware; we are actively working to pass similar
legislation in a number of other U.S. markets);
• freedom to advertise our products outdoors (some municipal
ordinances discriminate against billboard advertising of beverage
alcohol); and
• improved access to foreign markets, many of which have discriminatory tax or other non-tariff barriers to U.S. beverage imports.
Taxes: As with all goods, beverage alcohol sales are sensitive to
higher tax rates. No legislation to increase U.S. federal excise taxes
on distilled spirits is currently pending, but future tax increases are
always possible. State legislatures increase beverage alcohol taxes
from time to time; some states even allow local taxes. A number of
states face ﬁnancial difﬁculties and could look to higher excise taxes
to remedy this. The cumulative effect of such tax increases over
time hurts sales volumes. Because combined federal and state taxes
account for more than 50% of the price of a typical bottle of bourbon, we work 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 our overall business.
The International Climate: Anti-Americanism in response to the
war in Iraq could diminish interest in American-made goods or even
lead to product boycotts. As a leading exporter of American spirits
products, we would ﬁnd this to be an unfortunate and unwelcome
development. The spread of SARS or other contagious diseases could
affect our business by discouraging tourism and restaurant dining.
The Litigation Climate: Publicity surrounding the many lawsuits
against the tobacco industry (and, to a lesser extent, against the
ﬁrearm and fast-food industries) has prompted some commentators to suggest that alcohol might be next. We do not believe the
legal theories that created liability for the tobacco companies
apply to beverage alcohol because the products are so different.
Unlike tobacco:
• Beverage alcohol does not harm otherwise healthy adults when
used as intended. In fact, scientists and healthcare experts report
that beverage alcohol may have positive cardiovascular health
beneﬁts for many otherwise healthy adults (although we do not
promote the drinking of beverage alcohol for health reasons).
• The dangers of alcohol abuse are commonly known, and alcohol
producers have never tried to conceal them. Indeed, beverage
alcohol producers 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.
The Public Health Community: We seek partnerships with the public
health community to combat alcohol abuse and improve understanding
of beverage alcohol. We have seen some notable successes, but we are
disappointed that groups such as The American Medical Association
and The World Health Organization have so far chosen to attack beverage alcohol producers rather than work jointly with us to combat
alcohol abuse. Long-range, such attacks could hurt our business.
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Distribution Strategy: Compared to other leading spirits companies, we
have not made major investments in overseas distribution networks.
Instead, we mostly work with 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
and wine products in the future, to date this has rarely happened. Other
spirits companies typically seek to distribute our premium wine and spirits brands, and we expect that demand to continue.
Exchange Rates: Sales and costs in international markets are
affected by the strength of foreign currencies relative to the U.S. dollar. Last year we modestly beneﬁted from a weaker dollar, especially
in Europe. Should the dollar strengthen, it would hurt our business.
CONSUMER DURABLES SEGMENT
Summary of Operating Performance
(Dollars in millions)

2001

2002

2003

Net Sales
% Change

$623
3%

$605
(3%)

$581
(4%)

Gross Proﬁt
% Change

$305
5%

$283
(7%)

$280
(1%)

Advertising Expenses
% Change

$ 81
8%

$ 85
4%

$ 91
8%

SG&A Expenses
% Change

$172
2%

$171
(1%)

$156
(9%)

Other Expense (Income)

$

$ 10

$

Operating Income
% Change

$ 47
6%

$ 17
(64%)

$ 30
81%

49.0%

46.8%

48.2%

7.5%

2.8%

5.2%

Gross Margin
Operating Margin

5

3
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Consumer Durable sales are now made directly to consumers
through our own retail stores, direct mail, and the Internet. The
balance of our Consumer Durable sales are made to department
stores and other distributors. This segment’s sales are generally
more vulnerable to changes in economic conditions in the U.S.
than those of our Wine and Spirits segment.
Fiscal 2003 Compared to 2002
Net sales fell $24 million, or 4%, in ﬁscal 2003 as underlying
trends in the ﬁne china, tableware, and luggage markets remain
weak. In addition, for the ﬁrst time in eight years, the direct-toconsumer channel, which includes direct mail, catalogs and the
Internet, has also slowed. Hartmann continued to suffer as airline
travel remained depressed, a trend that was further deteriorated
by the war in Iraq and the recent outbreak of the SARS virus.
Gross proﬁt declined $3 million in ﬁscal 2003. However, gross
margin improved from 46.8% to 48.2%, reﬂecting ﬁrmer pricing,
improved product mix, and manufacturing efﬁciencies resulting from
the Business Improvement Program implemented in ﬁscal 2002.
Advertising expenses were up 8% due primarily to increased
advertising of collectible items. Selling, general, and administrative expenses declined 9%, reﬂecting the absence of Business
Improvement Program costs of $12 million incurred in ﬁscal 2002
and the tight control of costs.
Operating income increased $13 million, or 81%, although the
increase largely reﬂects the absence of $17 million of Business
Improvement Program costs related to the closing of three
manufacturing plants in ﬁscal 2002.
Fiscal 2002 Compared to 2001
Net sales declined $18 million, or 3%. Record sales for our
direct-to-consumer channel were more than offset by a sharp
decline in orders for department stores, which were acutely
affected by the events of September 11.

Our Consumer Durables segment includes ﬁne china, crystal, silver,
and luggage products marketed under the Lenox, Dansk, Gorham,
Kirk Stieff, and Hartmann brand names. More than half of our

Stop 2:

2003

Gross proﬁt declined $22 million in ﬁscal 2002. In addition to
the factors discussed above, lower production levels and higher
discounting activity eroded margins.

C AVE SPRING

The Cave Spring is the reason why
Jack Daniel settled in the Hollow in the
ﬁrst place, and it’s the reason we’re still
here today. Mr. Jack knew that good
whiskey begins with good water. The
cool limestone water that ﬂows from
our Cave Spring is virtually mineral-free.
And that’s good since nothing ruins a
good sipping whiskey more than iron
in the water.
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M A N A G E M E N T ’S D I S C U S S I O N A N D A N A LY S I S (continued)
Advertising expenses increased $4 million due primarily to increased
spending in the catalog and direct mail channels. Selling, general,
and administrative expenses included $12 million of costs related
to our decision to close three manufacturing plants. The $12 million
included $9 million of severance costs for 600 terminated employees,
and $3 million of other estimated cash expenditures.
Operating income fell 64% to $17 million, despite a $5 million
beneﬁt from adopting SFAS 142, primarily reﬂecting the factors
discussed above.
LIQUIDITY AND CAPITAL RESOURCES
Our ability to consistently generate cash from operations is one of
our most signiﬁcant ﬁnancial strengths. Our strong cash ﬂows enable
us to pay dividends, pursue brand-building programs, make strategic
acquisitions, and undertake Business Improvement Programs that
enhance shareholder value. Investment grade credit ratings of A2
from Moody’s and A from Standard and Poor’s provide us with
ﬁnancial ﬂexibility when accessing credit markets. Cash ﬂows from
operations, together with access to global credit markets, are more
than adequate to meet our operating and capital requirements.
Cash Flow Summary
(Dollars in millions)

2001

2002

2003

Cash from operating activities

$ 232

$249

$ 243

Additions to property, plant,
and equipment

(96)

(71)

(119)

(118)

(8)

(108)

Dividends

(87)

(94)

(99)

Net issuance (repayment) of debt

(23)

(37)

596

(3)

(13)

(561)

1

4

Acquisitions and other investments

Acquisition of treasury stock
Other
Change in cash

$ (94)

$ 30

4
$ (44)

Stop 3:

Cash provided by operations declined $6 million in ﬁscal 2003,
reﬂecting higher levels of working capital. Cash used for investments
increased $147 million, due primarily to higher levels of capital
expenditures (discussed below) and the acquisitions of an additional
equity stake in Finlandia and the remaining interest in Tuaca.
Cash provided by operations increased $17 million in ﬁscal 2002,
helped by lower working capital requirements. Cash used for investments fell to a more normal level, following signiﬁcant equity
investments made during ﬁscal 2001.
In March 2003, we repurchased 7.9 million shares of our common
stock for $561 million, including transaction costs, through a
“Dutch Auction” tender offer. That amount does not include $11
million for 155,000 shares that were tendered but not delivered to
us. We are pursuing our legal rights in this matter. We ﬁnanced the
repurchase by issuing $600 million in debt, of which $250 million
is due in 2006 and $350 million is due in 2008. We expect to
meet those obligations through cash provided by operations.
We have access to short-term capital markets through the
issuance of commercial paper, backed by revolving bank credit
agreements. Our committed revolving credit agreements total
$400 million, $200 million of which expire in ﬁscal 2004 and the
remaining $200 million of which expire in ﬁscal 2007. The credit
agreements provide us with an immediate and continuing source
of liquidity. At April 30, 2003, we had no outstanding borrowings
under these agreements.
We maintain an SEC shelf registration that gives us prompt access
to longer-term ﬁnancing. At April 30, 2003, we had $220 million
available on our $250 million shelf registration.
CAPITAL EXPENDITURES
We invested $96 million in property, plant, and equipment in ﬁscal 2001, $71 million in ﬁscal 2002, and $119 million in ﬁscal
2003. Fiscal 2003 expenditures were above recent trends due to
the purchase of $39 million in California vineyard properties,
which were previously leased through a third-party ﬁnancing
arrangement. Other expenditures included investments to expand

MR. JACK’S OFFICE

Perhaps the greatest testament to the
importance of water in making whiskey
is the fact Mr. Jack built his ofﬁce within
sight of the Cave Spring. Mr. Jack’s ofﬁce
is the distillery’s oldest structure. Inside
you’ll ﬁnd that very little has changed
since Jack Daniel’s day. We like it that
way. It stands as a friendly reminder to
us to remain true to the whiskey-making
traditions set down by Mr. Jack.
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capacity of our production and distribution facilities for both our
Wine and Spirits and Consumer Durables businesses.

We expect our capital expenditures for fiscal 2004 to approximate
$80 million, as we continue expanding the capacity and improving
efficiencies of our production and distribution facilities. We expect
to fund fiscal 2004 capital expenditure requirements with cash
provided by operations.
LONG-TERM OBLIGATIONS
We have long-term obligations related to contracts, leases, and
borrowing arrangements that we enter into in the normal course
of business (see Notes 4 and 6 to the accompanying consolidated
financial statements). The following table summarizes the amounts
of those obligations as of April 30, 2003:
Long-Term Obligations
(Dollars in millions)

Long-term debt

Total

2004

2005- After
2008 2008

$ 669 $ 40 $627

$ 2

Unconditional purchase obligations 247

41

138

68

Operating leases

29

52

5

$1,002 $110 $817

$75

Total

86

We expect to meet these obligations with internally generated funds.
MARKET RISKS
We have foreign currency forward and option contracts, commodity
futures and option contracts, and debt obligations that are exposed
to risk from changes in foreign currency exchange rates, commodity prices, and interest rates, respectively. The sensitivity of these
instruments to market fluctuations is discussed below. See Note 4
to our consolidated financial statements for information regarding
our grape purchase obligations, which are also exposed to commodity price risk, and “Critical Accounting Policies” (page 36) for
a discussion of the exposure of our pension and other postretirement plans to risks related to interest rates.
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Foreign exchange. We have successfully expanded our international business over the past twenty years. As a result, our
annual foreign currency receipts now exceed our foreign currency
payments by approximately $180 million. To the extent this
foreign currency exposure is not hedged, our results of operations
and financial position are positively affected by a weakening of
the U.S. dollar against foreign currencies and negatively affected
when the dollar strengthens. We estimate that a 10% change in
the value of the U.S dollar against the other currencies in which
we conduct business would change our annual operating income
by approximately $18 million if left unhedged.
However, we routinely use foreign currency forward and option
contracts to hedge our foreign exchange risk. Provided the contracts remain effective in hedging the foreign exchange risk, we do
not recognize any unrealized gains or losses on the contracts in
earnings until the underlying hedged transactions are recognized
in earnings. At April 30, 2003, our foreign currency hedges had a
total notional value of $110 million and a net unrealized loss of
$3 million. We estimate that a 10% decline in the value of the
U.S. dollar would result in an additional $8 million loss on these
contracts, which would be offset by a gain on the underlying
transactions assuming the contracts remain effective hedges.
Commodity prices. We are subject to commodity price volatility
caused by weather, supply conditions, geopolitical and economic
variables, and other unpredictable external factors. We use futures
contracts and options to manage the volatility of pricing for certain
commodities, primarily corn. At April 30, 2003, we had outstanding hedge positions of approximately two million bushels of corn
with a negligible net unrealized loss. We estimate that a 10%
decline in commodity prices would result in an additional loss on
these contracts of less than $1 million.
Interest rates. Our short-term investments and commercial paper
obligations are exposed to the risk of changes in interest rates.
Assuming year-end variable rate investment and debt levels, a one
percentage point increase in interest rates would increase annual
net interest expense by $1 million.
ENVIRONMENTAL MATTERS
We face environmental claims resulting from the cleanup of several manufacturing or waste disposal sites in the U.S. We accrue
for losses associated with environmental cleanup obligations when
such losses are probable and reasonably estimable. At some sites,
there are other potentially responsible parties who are expected to
bear part of the costs, in which cases our accrual is based on our
estimate of our share of the total costs. A portion of the cleanup
costs with respect to certain sites is expected to be paid by insurance. The estimated recovery of cleanup costs from insurers is
recorded as an asset when receipt is deemed probable.
We do not believe that any additional environmental cleanup costs
we incur will have a material adverse effect on our consolidated
financial position, results of operations, or cash flows.

Inflationary, deflationary, and recessionary conditions affecting
these market risks also affect the demand for and pricing of our
products. See “Important Information Regarding Forward-Looking
Statements” (page 53) for further discussion.

Page 35

Brown-Forman

2003

Annual

Report

M A N A G E M E N T ’S D I S C U S S I O N A N D A N A LY S I S (continued)
CRITICAL ACCOUNTING POLICIES
Our ﬁnancial statements reﬂect certain estimates involved in
applying the following critical accounting policies that entail
uncertainties and subjectivity. Using different estimates could
have a material effect on our operating results, ﬁnancial condition, and changes in ﬁnancial condition.

The assets, obligations, and assumptions used to measure pension
and retiree medical expenses are determined as of January 31 of
the preceding year (measurement date). Because obligations are
measured on a discounted basis, the discount rate is a signiﬁcant
assumption. It is based on interest rates for high-quality, long-term
corporate debt at each measurement date. The expected return on
pension plan assets is based on our historical experience and our
expectations for long-term rates of return. The other assumptions
also reﬂect our historical experience and management’s best judgment regarding future expectations. We review our assumptions on
each annual measurement date.

Brands and goodwill. We have obtained most of our brands
through acquisitions from other companies. (See Note 3 to the
accompanying consolidated ﬁnancial statements for recent acquisitions). Upon acquisition, the purchase price is ﬁrst allocated to
identiﬁable assets and liabilities, including intangible brand
names, based on estimated fair value, with any remaining purchase price recorded as goodwill. Goodwill and indeﬁnite-lived
brand names are not amortized. As of April 30, 2003, we
consider all of our brand names to have indeﬁnite lives.

Several of our pension plans experienced shortfalls in market
values of plan assets versus the accounting measurement of
accumulated obligation as of January 31, 2003. As a result
of this condition, we were required to record a $76 million
reduction in equity (net of deferred income tax) as of that date.
This adjustment had no effect on our earnings or ability to meet
current debt covenants and maintain current debt ratings, and
is not expected to affect our liquidity or capital resources.

We assess our brand names and goodwill for impairment at least
annually to ensure that future cash ﬂows continue to exceed the
related book value. A brand name is impaired if its book value
exceeds its fair value. Goodwill is evaluated for impairment if the
book value of its reporting unit exceeds its fair value. Fair value
is determined using discounted future cash ﬂows, with consideration of market values for similar assets when available. If the
fair value of an evaluated asset is less than its book value, the
asset is written down to its estimated fair value.

For ﬁscal 2004, we have reduced the discount rate from 7.0%
to 6.5%, based on Moody’s AA corporate bond index. We have
also lowered the expected return on plan assets from 9.5% to
8.75% to more closely approximate actual historical long-term
returns. As a result, pension and postretirement beneﬁt expense
for ﬁscal 2004 is estimated to be approximately $8 million,
compared to $2 million of income for ﬁscal 2003.

Considerable management judgment is necessary to assess
impairment and estimate fair value. The assumptions used in our
evaluations, such as forecasted growth rates and cost of capital,
are consistent with our internal projections and operating plans.

Contingencies. We operate in a litigious environment, and we
get sued in the normal course of business. Sometimes plaintiffs
seek substantial damages. Signiﬁcant judgment is required in
predicting the outcome of these suits and claims, many of
which take years to adjudicate.

Property, plant, and equipment. We depreciate our property,
plant, and equipment on a straight-line basis using our estimates of useful life, which are 20 to 40 years for buildings and
improvements, 3 to 10 years for machinery and equipment,
and 3 to 7 years for capitalized software.

Among our pending suits is a claim by Diageo PLC, our former
distributor of Jack Daniel’s in the U.K., under a contract that
expired on July 31, 2002. Diageo claims that it had a right to
renew the contract, while we contend that no such right existed
because of the distributor’s failure to meet certain required
performance criteria or tender the required renewal payment.
The suit seeks damages against us for lost proﬁts from distribution
of the brand during the renewal period, which are claimed to be
between £35 million and £42 million ($56 million and $67 million at April 30, 2003). We and our legal advisors believe that
our interpretation of the contract is correct and will vigorously
pursue a judicial determination to that effect. A trial has been
scheduled for March 2004.

We assess our property, plant, and equipment and other longlived assets for impairment whenever events or changes in
circumstances indicate that the carrying value of the asset or
asset group may not be recoverable. Fair value is determined
using discounted future cash ﬂows, with consideration of market
values for similar assets when available. If the fair value of an
evaluated asset is less than its book value, the asset is written
down to its estimated fair value.
Considerable management judgment is necessary to assess impairment and estimate fair value. Assumptions used in these evaluations
are consistent with our internal projections and operating plans.

We accrue estimated costs for a contingency when we believe
that a loss is probable, and adjust the accrual as appropriate
to reﬂect changes in facts and circumstances. In our opinion,
based on advice from legal counsel, none of the suits or claims
against us will have a material adverse effect on our consolidated ﬁnancial position, results of operations, or cash ﬂows.

Pension and other postretirement beneﬁts. We sponsor various
deﬁned beneﬁt pension plans as well as postretirement plans
providing retiree health care and retiree life insurance beneﬁts.
Beneﬁts are based on such factors as years of service and compensation level during employment. The beneﬁts expected to be
paid are expensed over the employees’ expected service. This
requires us to make certain assumptions to determine the
expected beneﬁt, such as interest rates, return on plan assets,
the rate of salary increases, expected service, and health care
cost trend rates.
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C O N S O L I D AT E D S TAT E M E N T O F I N C O M E
(Expressed in millions, except per share amounts)

2001

2002

2003

Net sales ................................................................................................ $2,195

$2,224

$2,378

Year Ended April 30,

Excise taxes ............................................................................................

256

250

318

Cost of sales ............................................................................................

786

841

878

Gross profit ..........................................................................................

1,153

1,133

1,182

Advertising expenses..................................................................................

294

298

321

Selling, general, and administrative expenses ................................................

488

475

487

Other expense (income), net........................................................................

(3)

7

(4)

Operating income ..................................................................................

374

353

378

Interest income ........................................................................................

8

3

3

Interest expense ........................................................................................

16

8

8

Income before income taxes....................................................................

366

348

373

Taxes on income ......................................................................................

133

120

128

Net income .......................................................................................... $

233

Earnings per share
Basic ...................................................................................................... $ 3.40
Diluted .................................................................................................... $ 3.40
The accompanying notes are an integral part of the consolidated ﬁnancial statements.
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C O N S O L I D AT E D B A L A N C E S H E E T
(Expressed in millions, except share and per share amounts)

April 30,

2002

Assets
Cash and cash equivalents .......................................................................................................................... $ 116
Accounts receivable, less allowance for doubtful accounts of $16 in 2002 and $12 in 2003 ............................
280
Inventories:
Barreled whiskey....................................................................................................................................
219
Finished goods ......................................................................................................................................
183
Work in process ....................................................................................................................................
121
Raw materials and supplies ....................................................................................................................
58

2003
$ 72
325
222
203
112
48

Total inventories ................................................................................................................................

581

585

Current portion of deferred income taxes ......................................................................................................
Other current assets....................................................................................................................................

31
24

56
30

Total Current Assets .............................................................................................................................. 1,032

1,068

434
108
127
8
246
61

506
39
41
235
311
64

Total Assets .......................................................................................................................................... $2,016

$2,264

Liabilities
Commercial paper ...................................................................................................................................... $ 167
Accounts payable and accrued expenses ......................................................................................................
296
Accrued taxes on income ............................................................................................................................
32
Current portion of long-term debt ................................................................................................................
—

$ 167
297
44
40

Property, plant, and equipment, net..............................................................................................................
Prepaid pension cost ..................................................................................................................................
Investment in afﬁliates ................................................................................................................................
Trademarks and brand names ......................................................................................................................
Goodwill ....................................................................................................................................................
Other assets ..............................................................................................................................................

Total Current Liabilities ..........................................................................................................................

495

548

Long-term debt ..........................................................................................................................................
Deferred income taxes ................................................................................................................................
Accrued pension and other postretirement beneﬁts ........................................................................................
Other liabilities ..........................................................................................................................................

40
58
90
22

629
78
143
26

Total Liabilities ......................................................................................................................................

705

1,424

Commitments and contingencies
Stockholders’ Equity
Common Stock:
Class A, voting, $0.15 par value; authorized shares, 30,000,000; issued shares, 28,988,091 ....................
4
Class B, nonvoting, $0.15 par value; authorized shares, 60,000,000; issued shares, 40,008,147................
6
Retained earnings ...................................................................................................................................... 1,360
Treasury stock, at cost (648,000 and 8,429,000 common shares in 2002 and 2003, respectively) ..................
(40)
Accumulated other comprehensive loss:
Cumulative translation adjustment ..........................................................................................................
(15)
Pension liability adjustment ....................................................................................................................
(3)
Unrealized loss on cash ﬂow hedge contracts............................................................................................
(1)
Total accumulated other comprehensive loss ................................................................................................

(19)

4
6
1,506
(593)
(2)
(79)
(2)
(83)

Total Stockholders’ Equity .......................................................................................................................... 1,311

840

Total Liabilities and Stockholders’ Equity .................................................................................................... $2,016

$2,264

The accompanying notes are an integral part of the consolidated ﬁnancial statements.
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C O N S O L I D AT E D S TAT E M E N T O F C A S H F L O W S
(Expressed in millions; amounts in brackets are reductions of cash)

Year Ended April 30,
Cash ﬂows from operating activities:
Net income ....................................................................................................................
Adjustments to reconcile net income to net cash provided
by (used for) operations:
Depreciation ..............................................................................................................
Amortization ..............................................................................................................
Deferred income taxes ................................................................................................
Other ........................................................................................................................
Change in assets and liabilities, excluding the effects
of businesses acquired or sold:
Accounts receivable ....................................................................................................
Inventories ................................................................................................................
Other current assets....................................................................................................
Accounts payable and accrued expenses ......................................................................
Accrued taxes on income ............................................................................................
Noncurrent assets and liabilities ..................................................................................
Cash provided by operating activities........................................................................

2001

2002

2003

$ 233

$ 228

$ 245

53
11
(40)
2

55
—
(43)
3

55
—
(15)
1

(9)
(63)
3
10
44
(12)

23
5
5
15
(13)
(29)

(30)
2
(4)
(18)
12
(5)

232

249

243

Cash ﬂows from investing activities:
Additions to property, plant, and equipment .......................................................................... (96)
Investment in afﬁliates ........................................................................................................ (110)
Acquisition of businesses, net of cash acquired ....................................................................
(4)
Computer software expenditures ..........................................................................................
(3)
Trademark and patent expenditures ......................................................................................
(1)
Disposals of property, plant, and equipment..........................................................................
—

(71)
—
—
(8)
—
—

(119)
—
(99)
(8)
(1)
1

Cash (used for) investing activities .................................................................................. (214)

(79)

(226)

(16)
—
—
(7)
1
(87)
(3)

(37)
—
—
—
4
(94)
(13)

—
596
(4)
—
7
(99)
(561)

Cash (used for) ﬁnancing activities .................................................................................. (112)

(140)

(61)

Cash ﬂows from ﬁnancing activities:
Net change in commercial paper..........................................................................................
Proceeds from long-term debt..............................................................................................
Debt issuance costs............................................................................................................
Reduction of long-term debt ................................................................................................
Proceeds from exercise of stock options ................................................................................
Dividends paid ..................................................................................................................
Acquisition of treasury stock................................................................................................

Net increase (decrease) in cash and cash equivalents ................................................................

(94)

30

(44)

Cash and cash equivalents, beginning of year ............................................................................

180

86

116

Cash and cash equivalents, end of year .................................................................................... $ 86

$ 116

$ 72

The accompanying notes are an integral part of the consolidated ﬁnancial statements.
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C O N S O L I D AT E D S TAT E M E N T O F S T O C K H O L D E R S ’ E Q U I T Y
(Dollars expressed in millions, except per share amounts)

2001

2002

2003

Class A Common Stock ........................................................................................................

$4

$4

$4

Class B Common Stock ........................................................................................................

6

6

6

1,226
228

1,360
245

Year Ended April 30,

Retained Earnings:
Balance at beginning of year ............................................................................................ 1,080
Net income ....................................................................................................................
233
Cash dividends ($1.28, $1.36, and $1.45
per share in 2001, 2002, and 2003, respectively) ..........................................................
(87)
Balance at end of year...................................................................................................... 1,226

(94)
1,360

(99)
1,506

Treasury Stock, at cost:
Balance at beginning of year ............................................................................................
Acquisition of treasury stock..............................................................................................
Treasury stock issued under compensation plans ................................................................

(30)
(3)
1

(32)
(13)
5

(40)
(561)
8

Balance at end of year......................................................................................................

(32)

(40)

(593)

Accumulated Other Comprehensive Loss:
Balance at beginning of year ............................................................................................
Net other comprehensive loss............................................................................................

(12)
(5)

(17)
(2)

(19)
(64)

Balance at end of year......................................................................................................

(17)

(19)

(83)

Total Stockholders’ Equity .................................................................................................... $1,187
Comprehensive Income:
Net income .................................................................................................................... $ 233
Other comprehensive income (loss):
Foreign currency translation adjustment..............................................................................
(5)
Pension liability adjustment, net of tax of $52 in 2003........................................................
—
Amounts related to cash ﬂow hedges:
Cumulative effect of accounting change, net of tax of $1 in 2002 ....................................
—
Reclassiﬁcation to earnings, net of tax of $1 in 2002 and $4 in 2003 ............................
—
Net loss on hedging instruments, net of tax of $1 in 2002 and $4 in 2003 ......................
—
Net other comprehensive loss ..................................................................................

(5)

$1,311

$ 840

$ 228

$ 245

2
(3)

13
(76)

2
(2)
(1)

—
6
(7)

(2)

(64)

$ 226

$ 181

28,988
(97)

28,891
(471)

28,891

28,420

39,471
(93)
79

39,457
(7,436)
126

Balance at end of year...................................................................................................... 39,471

39,457

32,147

Total Common Shares Outstanding ........................................................................................ 68,459

68,348

60,567

Total Comprehensive Income ............................................................................................ $ 228
Class A Common Shares Outstanding (in thousands):
Balance at beginning of year ............................................................................................ 28,988
Acquisition of treasury stock..............................................................................................
—
Balance at end of year...................................................................................................... 28,988
Class B Common Shares Outstanding (in thousands):
Balance at beginning of year ............................................................................................ 39,524
Acquisition of treasury stock..............................................................................................
(75)
Treasury stock issued under compensation plans ................................................................
22

The accompanying notes are an integral part of the consolidated ﬁnancial statements.
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N O T E S T O C O N S O L I D AT E D F I N A N C I A L S TAT E M E N T S
(Dollars expressed in millions, except per share and per option amounts)

1. ACCOUNTING POLICIES…the accounting policies we apply
when preparing our consolidated ﬁnancial statements. References
to “FASB” are to the Financial Accounting Standards Board, the
private-sector organization that establishes ﬁnancial accounting
and reporting standards, including Statements of Financial
Accounting Standards (“SFAS”).
Principles of consolidation. Our consolidated ﬁnancial statements
include the accounts of all wholly-owned and majority-owned
subsidiaries. We use the equity method to account for investments
in afﬁliates over which we can exercise signiﬁcant inﬂuence (but
not control). We carry all other investments in afﬁliates at cost.
We eliminate all intercompany transactions.
Cash equivalents. Cash equivalents include bank demand deposits
and all highly liquid investments with original maturities of three
months or less.
Allowance for doubtful accounts. We evaluate the collectibility
of accounts receivable based on a combination of factors. When
we are aware of circumstances that may impair a speciﬁc
customer’s ability to meet its ﬁnancial obligations, we record a
speciﬁc allowance to reduce the net recognized receivable to the
amount we reasonably believe will be collected. For all other
customers, we recognize allowances for doubtful accounts based
on the length of time the receivables are outstanding, the current
business environment, and our historical collection experience
for customers of similar nature and background.

Stop 4:

We classify bulk wine inventories as work in process.
Property, plant, and equipment. We state property, plant, and
equipment at cost less accumulated depreciation. We calculate
depreciation on a straight-line basis over the estimated useful lives
of the assets as follows: 20 to 40 years for buildings and improvements, 3 to 10 years for machinery and equipment, and 3 to 7
years for capitalized software costs.
Treasury stock. As of April 30, 2003, we held approximately
8,429,000 shares of our common stock (568,000 of Class A
and 7,861,000 of Class B) as treasury stock. These include
approximately 471,000 Class A and 7,436,000 Class B shares
repurchased through a tender offer in March 2003.
Foreign currency translation. The U.S. dollar is the functional
currency for most of our consolidated operations. For those
operations, we report all gains and losses from foreign currency
transactions in current income. The local currency is the functional
currency for some foreign operations. For those investments, we
report cumulative translation effects in the cumulative translation
adjustment to stockholders’ equity.

Inventories. We state inventories at the lower of cost or market,
with approximately 85% of consolidated inventories being valued
using the last-in, ﬁrst-out (LIFO) method. All remaining inventories
are valued using either the ﬁrst-in, ﬁrst-out or the average cost
methods. If we did not use the LIFO method, inventories would
have been $119 and $130 higher than reported at April 30,
2002 and 2003, respectively.
Whiskey must be barreled for several years, so we bottle and
sell only a portion of our whiskey inventory each year. Following

industry practice, we classify all barreled whiskey as a current
asset. We include warehousing, insurance, ad valorem taxes,
and other carrying charges applicable to barreled whiskey in
inventory costs.

Revenue recognition. We recognize revenue when title and risk
of loss pass to the buyer, which typically is at the time the
product is shipped.
Cost of sales. Cost of sales includes the costs of receiving,
producing, inspecting, warehousing, insuring, and shipping
goods sold during the period.
Shipping and handling fees and costs. We report the amounts
we bill to our customers for shipping and handling as net sales,
and we report the costs we incur for shipping and handling as
cost of sales.

SOUR MASH

It’s the Master Distiller’s responsibility to
select the ﬁnest corn, rye, and barley malt
and set the mash that will become Jack
Daniel’s Tennessee Whiskey. According to
a process that’s been handed down for
generations, the grains are mingled with
the Cave Spring water and yeast from a
previous batch, similar to the way sourdough bread is made. That’s why Jack
Daniel’s is called “Sour Mash” whiskey.

Page 41

Brown-Forman

2003

Annual

Report

N O T E S T O C O N S O L I D AT E D F I N A N C I A L S TAT E M E N T S
(Dollars expressed in millions, except per share and per option amounts)

Advertising costs. We expense most advertising costs as we
incur them, but we capitalize and amortize certain direct-response
advertising costs over periods not exceeding one year. Capitalized
advertising costs totaled $12 and $9 as of April 30, 2002 and
2003, respectively.
Sales incentives. We offer sales discounts and provide consideration to certain of our distributors under cooperative advertising
arrangements. Discounts, which are recorded as a reduction of net
sales, totaled $90, $106, and $118 for 2001, 2002, and 2003,
respectively. The cost of cooperative advertising arrangements,
which are recorded as advertising expenses, totaled $11, $11,
and $10 for 2001, 2002, and 2003, respectively.
Selling, general, and administrative expenses. Selling, general,
and administrative expenses include the costs associated with our
sales force, administrative staff and facilities, and other expenses
related to the non-production functions of our business.
Earnings per share. We calculate basic earnings per share as net
income divided by the weighted average number of common
shares outstanding during the year. We calculate diluted earnings
per share the same way, except that the denominator also includes
the additional common shares that would have been issued if outstanding stock options had been exercised, as determined by
applying the treasury stock method.
The following table presents information concerning basic and
diluted earnings per share:
2001
Basic and diluted net income

$

Share data (in thousands):
Basic average common
shares outstanding
Effect of dilutive stock options
Diluted average common
shares outstanding

233

2003

2002
$

228

$

68,339
145

67,374
189

68,568

68,484

67,563

Basic net income per share

$

3.40

$

3.33

$

3.64

Diluted net income per share

$

3.40

$

3.33

$

3.63

2002

2003

$ 233

$ 228

$ 245

3

4

4

$ 230

$ 224

$ 241

Earnings per share – pro forma:
Basic
Diluted

$3.35
$3.35

$3.27
$3.27

$3.58
$3.57

Earnings per share – as reported:
Basic
Diluted

$3.40
$3.40

$3.33
$3.33

$3.64
$3.63

Net income, as reported
Stock-based employee compensation
expense determined under fair
value based method, net of tax
Pro forma net income

Our stock option plan requires that we purchase shares to satisfy
stock option requirements, thereby avoiding future dilution of
earnings that would occur from issuing additional shares. We
acquire treasury shares from time to time in anticipation of these
requirements. We intend to hold enough treasury stock so that
the number of diluted shares is always less than the original
number of shares outstanding at inception of the stock option plan
(as adjusted for any share repurchases or issuances unrelated to
the plan). The extent to which diluted shares exceed the number
of basic shares is determined by how much our stock price has
appreciated since options were granted, irrespective of how many
treasury shares we have acquired.
Estimates. To prepare ﬁnancial statements that conform with generally accepted accounting principles, our management must make
informed estimates that affect how we report revenues, expenses,
assets, and liabilities, including contingent assets and liabilities.
Actual results could (and probably will) differ from these estimates.

245

68,476
92

2001

Reclassiﬁcations. We have reclassiﬁed some prior year amounts
to conform with this year’s presentation.

Stock options. We apply Accounting Principles Board Opinion
No. 25, “Accounting for Stock Issued to Employees,” and related
interpretations in accounting for stock options. Accordingly, no
stock-based employee compensation cost is reﬂected in net
income, as no options granted under those plans had an exercise
price below the market value of the underlying stock on the grant
date. The following table illustrates the effect on net income and
earnings per share if we had instead recognized compensation
expense for stock options based on their fair value at their grant
dates consistent with the methodology prescribed under
SFAS 123, “Accounting for Stock-Based Compensation.”
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Other. Effective May 1, 2001, we adopted SFAS 144, “Accounting
for the Impairment or Disposal of Long-Lived Assets.” SFAS 144
resolves certain implementation issues related to SFAS 121,
“Accounting for the Impairment of Long-Lived Assets and for LongLived Assets to Be Disposed Of.” The adoption of SFAS 144 did not
have a material impact on our consolidated ﬁnancial statements.
In June 2002, the FASB issued SFAS 146, “Accounting for Exit
or Disposal Activities.” SFAS 146 addresses the recognition,
measurement, and reporting of costs that are associated with
exit and disposal activities, including certain severance-type costs
and costs to close or consolidate facilities. SFAS 146 requires
liabilities associated with exit and disposal activities initiated
after December 31, 2002, to be expensed as incurred.
In November 2002, the FASB issued Interpretation No. 45,
“Guarantor’s Accounting and Disclosure Requirements for
Guarantees, Including Indirect Guarantees of Indebtedness of
Others,” which elaborates on required disclosures by a guarantor
in its ﬁnancial statements about obligations under certain guaran-

Brown-Forman

tees that it has issued and clariﬁes the need for a guarantor to
recognize, at the inception of certain guarantees, a liability for the
fair value of the obligation undertaken in issuing the guarantee. As
of April 30, 2003, we had no material guarantees subject to the
provisions of this Interpretation.
In January 2003, the FASB issued Interpretation No. 46,
“Consolidation of Variable Interest Entities,” which addresses the
accounting for assets held in other entities such as trusts and
special-purpose companies. As the leasing arrangement that held
our developing vineyard properties in a separate trust was terminated in 2003, we had no variable interest entities subject to the
provisions of this Interpretation at April 30, 2003.
2. GOODWILL AND OTHER INTANGIBLE ASSETS...how we
account for intangible assets. In July 2001, the FASB issued
SFAS 141, “Business Combinations,” and SFAS 142, “Goodwill
and Other Intangible Assets.” SFAS 141 requires that the
purchase method of accounting be used for all business
combinations initiated or completed after June 30, 2001. SFAS
141 also speciﬁes the criteria under which intangible assets
acquired in a purchase method business combination should be
recognized and reported apart from goodwill. SFAS 142 requires
that goodwill and intangible assets with indeﬁnite useful lives no
longer be amortized, but instead be assessed for impairment at
least annually by applying a fair value-based test. SFAS 142 also
requires that intangible assets with deﬁnite useful lives be amortized over their respective estimated useful lives to their estimated
residual values, and reviewed for impairment in accordance with
SFAS 144. We adopted SFAS 142 as of May 1, 2001.
The following table adjusts reported net income and earnings
per share for 2001 to exclude amortization of goodwill and other
intangible assets with indeﬁnite useful lives:
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Net Income Per Share
As reported

$233

$3.40

10

0.14

Amortization of equity method
intangibles

2

0.03

Amortization of trademarks

1

0.01

$246

$3.58

Amortization of goodwill

Adjusted

Equity method intangibles totaling $92 and $9 as of April 30,
2002 and 2003, respectively, are included in “Investment in
Afﬁliates” in the accompanying consolidated balance sheet. We
have no signiﬁcant intangible assets with deﬁnite useful lives and
thus had no signiﬁcant amortization expense during 2002 or 2003.
3. ACQUISITIONS...of brands and businesses that add value to
our company. Until we adopted SFAS 142 effective May 1, 2001,
we were amortizing the goodwill and other indeﬁnite-lived intangibles related to acquisitions over forty years from their respective
acquisition dates. The following are major acquisitions made over
the past 3 years, each of which was accounted for as a purchase.
Finlandia. During 2000, we acquired 45% of Finlandia Vodka
Worldwide Ltd (“FVW”) for $84. We acquired an additional 35%
interest for $72 (net of cash acquired) in December 2002. This
increased our total interest in FVW to 80% and our total net
investment to $158, which we have preliminarily allocated to the
individual assets and liabilities acquired. The investment consists
primarily of the Finlandia brand name, which has an indeﬁnite
useful life. For ﬁnancial reporting purposes, we have preliminarily
assigned a value of $215 to the Finlandia brand name, which is
partially offset by a deferred income tax liability of $57.
The minority shareholder of FVW (Altia Corporation) has an option
during a two-year window beginning December 31, 2004, to require
us to buy its remaining 20% interest in FVW. Buying the remaining
interest would cost us approximately ᇾ39 million ($43 at April 30,
2003) plus interest of 4.5% per year from August 1, 2000.

Stop 5:

THE COPPER STILLS

The new whiskey ﬂows at 140 proof
from the copper stills that stand almost
100 feet tall. Using copper for the stills is
certainly more expensive, but we believe
it makes for a much smoother whiskey.
And that’s reason enough to endure the
added bit of expense. From here our
whiskey is ready to head to mellowing
and the unique process that will make
the whiskey just that much smoother.
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Tuaca. On February 11, 2003, we acquired the remaining 55%
interest in Distillerie Tuoni e Canepa (“T&C”) for $27 in cash (net of
cash acquired) and a promissory note of $33 that is to be paid in
March 2004. T&C is the Italy-based owner and producer of Tuaca
liqueur, which we have distributed in the United States since 1999.
This increased our total investment in T&C to $77, which we have
preliminarily allocated to the individual assets and liabilities
acquired. The investment consists primarily of indeﬁnite-lived intangible assets, including the Tuaca brand name and goodwill. We are
in the process of obtaining third-party valuations of those intangibles
for ﬁnancial reporting purposes, but have preliminarily assigned a
value of $12 to the Tuaca brand name and $65 to goodwill.

future grape and bulk wine requirements. Most of these contracts
call for prices to be determined by market conditions, but some
contracts provide for minimum purchase prices that may exceed
market prices. We have purchase obligations related to these
contracts of $41 in 2004, $40 in 2005, $37 in 2006, $34 in
2007, $27 in 2008, and $68 after 2008.

The operating results of both FVW and T&C have been consolidated with our ﬁnancial statements since we acquired majority
ownership during ﬁscal 2003. (We previously accounted for our
investments in those companies using the equity method).
Consolidated pro forma operating results for the ﬁscal years ended
April 30, 2001, 2002, and 2003 would not have been materially
different from the actual amounts reported for those periods.

5. CREDIT FACILITIES...commitments from banks to provide us
with liquidity. We have committed revolving credit agreements
with various domestic and international banks for $400, $200 of
which expire in ﬁscal 2004 and the remaining $200 of which
expire in ﬁscal 2007. The most restrictive of the agreements’
covenants requires that our consolidated total debt to consolidated
net worth not exceed a ratio of 2 to 1. At April 30, 2003, we
were well within this covenant’s parameters. At April 30, 2003,
we also had $220 of debt securities available for issuance under
an SEC shelf registration.

The following table shows the effect of the T&C acquisition on the
amount recorded as goodwill in the accompanying consolidated
balance sheet:

Goodwill:
Balance as of April 30, 2002
Additions related to Tuoni e Canepa:
Reclassiﬁed from Investment
in Afﬁliates
Acquired during period
Balance as of April 30, 2003

We made rental payments for real estate, vehicles, as well as ofﬁce,
computer, and manufacturing equipment under operating leases of
$28 in 2001, $31 in 2002, and $32 in 2003. We have commitments related to minimum lease payments of $29 in 2004, $22 in
2005, $14 in 2006, $10 in 2007, $6 in 2008, and $5 after 2008.

6. DEBT…our long-term debt consisted of the following:

Wine and
Spirits

Consumer
Durables

Total

$116

$130

$246

10
55

—
—

10
55

$181

$130

$311

April 30,
2.125% notes, due 2006
3.0% notes, due 2008
6.82% to 7.38% notes, due 2005
Non-interest bearing note, due 2004
Variable rate industrial revenue
bonds, due through 2026

Less current portion

4. COMMITMENTS...for future purchases of grapes and bulk
wine, as well as leased facilities and equipment. We have contracted with various growers and wineries to supply some of our

Stop 6:

2002

2003

$—
—
30
—

$249
347
30
33

10

10

$ 40

$669

—

40

$ 40

$629

CHARCOAL MELLOWING

It takes a good long time for the whiskey
to mellow drop by drop through 10 feet of
sugar maple charcoal. We believe it’s time
well spent. It’s the charcoal mellowing that
gives Jack Daniel’s whiskey its distinctive
character and ﬂavor and it’s the mellowing
that makes Jack Daniel’s a Tennessee
whiskey and not bourbon. We like to think
of mellowing as the “extra blessing” that
makes Jack Daniel’s whiskey so smooth.
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Long-term debt payments of $40 are to be made during ﬁscal
2004. Additional debt payments required over the next ﬁve ﬁscal
years consist of $280 in 2006 and $350 in 2008. Cash paid for
interest was $16 in 2001, $8 in 2002, and $5 in 2003. The
weighted average interest rates on the variable rate industrial revenue bonds were 1.8% and 1.6% at April 30, 2002 and 2003,
respectively. In addition to long-term debt, we had commercial
paper outstanding with weighted average interest rates of 1.8%
and 1.2% at April 30, 2002 and 2003, respectively.
7. FOREIGN CURRENCY RISK MANAGEMENT AND
DERIVATIVE FINANCIAL INSTRUMENTS…the policies and
accounting practices we apply to manage foreign currency risk.
Effective May 1, 2001, we adopted SFAS 133, “Accounting for
Derivative Instruments and Hedging Activities.” That Statement
requires that all derivative instruments be reported on the balance
sheet at fair value. The cumulative effect of adopting SFAS 133
was not material to our consolidated ﬁnancial statements.
We use 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 our
forecasted sales and purchases of goods in foreign currencies will
be adversely affected by changes in exchange rates. We designate
these derivative ﬁnancial instruments as cash ﬂow hedges.
We formally assess (both at inception and at least quarterly)
whether the derivative ﬁnancial instruments are effective at
offsetting changes in the cash ﬂows of the hedged transactions.
We defer the effective portion of a derivative’s change in fair value
in Accumulated Other Comprehensive Income (Loss) until the
underlying hedged transaction is recognized in earnings. We
recognize any ineffective portion of the change in fair value
immediately in earnings.
No material gains or losses were recognized in earnings due to the
ineffectiveness of cash ﬂow hedges. We expect to reclassify the
majority of the existing $2 net loss from Accumulated Other
Comprehensive Loss to earnings during ﬁscal 2004. However, the
amount we ultimately reclassify may differ as a result of future
changes in exchange rates.
We had outstanding foreign currency option and forward contracts,
hedging primarily British pound, euro, Australian dollar, and
Japanese yen revenues, with notional amounts totaling $122 and
$110 at April 30, 2002 and 2003, respectively. Our credit exposure is, however, limited to the contracts' fair value (see Note 8)
rather than their notional amounts. We minimize credit losses by
entering into foreign currency contracts only with major ﬁnancial
institutions that have earned investment grade credit ratings.
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8. FAIR VALUE OF FINANCIAL INSTRUMENTS…the
liquidation value of our cash, foreign currency contracts, and
debt is essentially the same as our recorded book value. The
fair value of cash and cash equivalents and commercial paper
approximates the carrying amount due to the short maturities
of these instruments.
We estimate the fair value of long-term debt using discounted cash
ﬂows based on our incremental borrowing rates for similar debt.
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:
April 30,

2003

2002
Carrying
Amount

Fair
Value

Carrying
Amount

Fair
Value

Assets:
Cash and cash equivalents

$116

$116

$ 72

$ 72

Liabilities:
Foreign currency contracts
Commercial paper
Long-term debt

1
167
40

1
167
42

3
167
669

3
167
669

9. BALANCE SHEET INFORMATION…supplemental information
on our year-end balance sheet is as follows:
April 30,

2002

2003

Property, plant, and equipment:
Land
Buildings
Equipment
Construction in process

$ 69
293
503
36

$ 88
314
518
68

901

988

467

482

$434

$506

$ 80

$ 94

65
62
16
13
2
58

50
64
18
12
4
55

216

203

$296

$297

Less accumulated depreciation

Accounts payable and accrued expenses:
Accounts payable, trade
Accrued expenses:
Advertising
Compensation and commissions
Excise and other non-income taxes
Self-insurance claims
Interest
Other
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10. TAXES ON INCOME…details of our income tax expense, and
amounts we owe at year-end. We incur income taxes on
our domestic and foreign operations. The following table, which
is based on the locations of the taxable entities from which
sales were derived (rather than the location of customers),
presents the domestic and foreign components of our income
before income taxes:

United States
Foreign

2001

2002

2003

$329

$315

$305

37

33

68

$366

$348

$373

The income shown above was determined according to ﬁnancial
accounting standards. Because those standards sometimes differ
from the tax rules used to calculate taxable income, there are
differences between: (a) the amount of taxable income and pretax
ﬁnancial income for a year; and (b) the tax bases of assets or
liabilities and their amounts as recorded in our ﬁnancial statements. As a result, we recognize a current tax liability for the
estimated income tax payable on the current tax return, and
deferred tax liabilities (income tax payable on income that will
be recognized on future tax returns) and deferred tax assets
(income tax refunds from deductions that will be recognized on
future tax returns) for the estimated effects of the differences mentioned above. Deferred tax assets and liabilities as of the end of
each of the last two years were as follows:
2002
Deferred tax assets:
Postretirement and other beneﬁts
Accrued liabilities and other
Intercompany transactions

Deferred:
Federal
Foreign
State and local

2001

2002

2003

$153
6
14

$144
5
14

$114
13
16

173

163

143

(34)
—
(6)

(35)
—
(8)

(11)
(2)
(2)

(40)

(43)

(15)

$133

36

111

Deferred tax liabilities:
Trademarks and brand names
Property, plant, and equipment
Undistributed foreign earnings
Other

—
37
17
9

62
38
17
16

Total deferred tax liabilities

63

133

$ 27

$ 22

$

$120

$128

Cash paid for income taxes was $129 in 2001, $175 in 2002,
and $130 in 2003.
Our consolidated effective tax rate may differ from current
statutory rates due to the recognition of amounts for events or
transactions that have no tax consequences. The following table
reconciles our effective tax rate to the federal statutory tax rate in
the United States:
Percent of Income Before Taxes
2001

$ 54
15
42

Net deferred tax liability

Current:
Federal
Foreign
State and local

2003

7
20
9

Total deferred tax assets

Total income tax expense for a year includes the tax associated
with the current tax return (“current tax expense”) and the change
in the net deferred tax liability (“deferred tax expense”). Total
income tax for each of the last three years was as follows:

35.0%

35.0%

2.3

2.3

2.5

Income taxed at other than
U.S. federal statutory rate

(1.0)

(1.3)

(2.0)

Tax beneﬁt from export sales

(1.2)

(2.0)

(1.7)

Nondeductible amortization

1.0

—

—

Other, net

0.2

0.5

0.4

36.3%

34.5%

34.2%

State taxes, net of U.S.
federal tax beneﬁt

Effective rate
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2003

35.0%

U.S. federal statutory rate

Deferred income taxes were not provided on undistributed earnings
of certain foreign subsidiaries ($149, $161, and $186 at April
30, 2001, 2002, and 2003, respectively) because we expect
these undistributed earnings to be reinvested indeﬁnitely overseas.
If these amounts were not considered permanently reinvested,
additional deferred taxes of approximately $33, $38, and $41
would have been provided as of April 30, 2001, 2002, and
2003, respectively.

2002

11. PENSION AND OTHER POSTRETIREMENT BENEFITS...
we sponsor various deﬁned beneﬁt pension plans as well as
postretirement plans providing retiree health care and retiree life
insurance beneﬁts. The following discussion provides information
about our obligations related to these plans, the assets that are
dedicated to meeting the obligations, and the amounts we
recognized in our ﬁnancial statements as a result of sponsoring
these plans.

Brown-Forman

Obligations. We provide eligible employees with pension and other
postretirement beneﬁts based on such factors as years of service
and compensation level during employment. At the end of each
year, we estimate the present value of our obligation to employees
based on service rendered prior to that date. This table shows
how the present value of our obligation changed during each of
the last two years.
Pension
Beneﬁts
2002 2003

Medical and Life
Insurance Beneﬁts
2002 2003

2003
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Assets. This table shows how the fair value of assets we have
speciﬁcally set aside for pension plans changed during each of the
last two years. (We do not have assets set aside for postretirement
medical or life insurance beneﬁts).
Pension
Beneﬁts
2002 2003
Fair value at beginning of year
Actual return on plan assets

$366

$402

$47

$69

Service cost

14

13

1

2

Beneﬁts paid

Interest cost

27

27

3

5

Fair value at end of year

3

—

6

—

10

25

15

7

(18)

(18)

Obligation at beginning of year

Plan amendments
Actuarial loss (gain)
Beneﬁts paid
Obligation at end of year

$402

$449

(3)
$69

(4)
$79

Service cost represents the present value of the beneﬁts attributed
to service rendered by employees during the year. Interest cost is
the increase in the present value of the obligation due to the
passage of time. Plan amendments refer to changes in the
present value of the obligation due to changing the terms of a
plan. Actuarial loss (gain) is the change in value of the obligation
resulting from experience different from that assumed or from a
change in an actuarial assumption. (The actuarial assumptions
used are discussed at the end of this note).
The pension obligation shown above (“projected beneﬁt obligation”) consists of: (a) beneﬁts earned by employees to date based
on current salary levels (“accumulated beneﬁt obligation”); and
(b) beneﬁts to be received by the employees as a result of
expected future salary increases. (The obligation for medical and
life insurance beneﬁts is not affected by future salary increases).

Stop 7:

Company contributions

$516
(68)
1
(18)
$431

$431
(80)
1
(18)
$334

Medical and Life
Insurance Beneﬁts
2002 2003
$—

$—

—

—

3

4

(3)

(4)

$—

$—

Funded status. The funded status of a plan refers to the difference
between its assets and its obligations. This amount differs from the
amount recognized on the balance sheet because, as discussed
below, certain changes in the present value of the obligation and
the fair value of the plan assets are amortized over several years for
accounting purposes. This table reconciles the funded status of the
plans to the net amount recognized on the balance sheet.
Pension
Beneﬁts
2002 2003
$ 431 $ 334

Assets

Medical and Life
Insurance Beneﬁts
2002 2003
$ —

$ —

(402)

(449)

(69)

(79)

Funded status

29

(115)

(69)

(79)

Unrecognized net loss

49

203

4

12

Unrecognized prior service cost

11

8

5

5

Unrecognized transition asset

(4)

(1)

—

—

Obligations

Net amount recognized on
balance sheet

$ 85 $ 95

$(60)

$(62)

THE BARREL HOUSE

Look up from the downtown Lynchburg
Square and you’ll see a warehouse
standing quietly on the hill. Here, in this
and other old weathered warehouses, our
whiskey ages in new, freshly charred,
white oak barrels. With the passing of the
Tennessee seasons, the barrels expand and
contract, working the whiskey in and out
of the wood. And it’s the wood that gives
Jack Daniel’s whiskey its dark amber color.
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Pension income. This table shows the components of pension
income recognized during each of the last three years. The income
for each year includes amortization of the net loss (gain), prior
service cost, and transition asset that was unrecognized as of the
beginning of the year.

The unrecognized net loss for the pension plans primarily relates
to the difference between the actual cumulative return on plan
assets versus the expected cumulative return. (See below for
assumptions regarding expected return on plan assets).
The net amount is recognized on the consolidated balance sheet
as follows:
Pension
Beneﬁts
2002 2003
Prepaid pension cost

$108

Accrued postretirement beneﬁts

(30)

Other assets

4

Accumulated other
comprehensive loss
Net amount recognized on
balance sheet

Medical and Life
Insurance Beneﬁts
2002 2003

$ 39

$ —

(81)
6

$ —

(60)

(62)

—

—

3

131

—

—

$ 85

$ 95

$(60)

$(62)

Plans with accumulated
beneﬁt obligation in
excess of assets
Total

277

Accumulated Projected
Beneﬁt
Beneﬁt
Obligation
Obligation

61

358

66

$ 14

$ 13

Interest cost

25

27

27

(44)

(49)

(49)

1
(2)
(3)

1
(2)
(3)

1
—
(2)

$(11)

$(12)

$(10)

Expected return on plan assets

The pension expense (income) recorded during the year is
estimated at the beginning of the year. As a result, the amount
is calculated using an expected return on plan assets rather than
the actual return. The difference between actual and expected
returns is included in the unrecognized net loss (gain) at the end
of the year.

400

As noted above, the expense (income) for each year includes
the amortization of a portion of the net loss (gain) that was

$431 $334 $363 $405 $402 $449

Stop 8:

$ 12

The prior service cost represents the cost of retroactive beneﬁts
granted in plan amendments. These costs are amortized on a
straight-line basis over the average remaining service period of
the employees expected to receive the beneﬁts. The net loss
(gain), which results from experience different from that
assumed or from a change in actuarial assumptions, is
amortized over at least that same period. The unrecognized
transition asset is being amortized on a straight-line basis
through 2004.

$403 $ 57 $302 $ 47 $336 $ 49

28

Service cost

Net expense (income)

2002 2003 2002 2003 2002 2003
Plans with assets in
excess of accumulated
beneﬁt obligation

2003

Amortization of:
Unrecognized prior service cost
Unrecognized net loss (gain)
Unrecognized transition asset

This table compares our pension plans that have assets in
excess of their accumulated beneﬁt obligations with those whose
assets are less than their obligations. (As discussed above, we
do not have assets set aside for postretirement medical or life
insurance beneﬁts).
Plan
Assets

2001

Pension
Beneﬁts
2002

WHISKEY BOTTLING

Before our whiskey leaves the Hollow,
it’s ﬁrst entrusted to a bottle. Old No. 7
is carefully poured into the familiar square
bottle as it has been for generations.
Our Single Barrel Tennessee Whiskey is
poured into a distinctive decanter with a
neck label that records its individual barrel
number. Bottles drawn from individual
barrels offer subtle differences in color,
taste, and aroma.
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unrecognized as of the beginning of the year. For this reason, we
recognized during 2002 a portion of the unrecognized net gain
that existed at the beginning of the year despite the unrecognized
net loss that occurred during 2002.
Other postretirement beneﬁt expense. This table shows the components of the postretirement medical and life insurance beneﬁt
expense that we recognized during each of the last three years.
Medical and Life
Insurance Beneﬁts
2001
2002
2003
Service cost

$1

$1

$2

Interest cost

3

3

5

Net expense

$4

$4

$7

Assumptions and sensitivity. We used the following assumptions
in determining the expense (income) and obligations related to our
pension and other postretirement beneﬁt plans:

2001

Pension
Beneﬁts
2002

Discount rate

7.50%

7.00%

6.50%

Rate of salary increase

4.50%

4.00%

4.00%

10.00%

9.50%

8.75%

Expected return on plan assets

2003

2003
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We project healthcare cost trend rates to decline gradually to
5.5% by 2010 and to remain level after that. Assumed healthcare
cost trend rates have a signiﬁcant effect on the amounts reported
for postretirement medical plans. A one percentage point
increase/decrease in assumed healthcare cost trend rates would
have increased/decreased the accumulated postretirement beneﬁt
obligation as of April 30, 2003, by $6 and the aggregate service
and interest costs for 2003 by $1.
12. BUSINESS SEGMENT INFORMATION…we do business
in two operating segments – Wine and Spirits, and Consumer
Durables. These segments reﬂect the two categories of products
from which we derive our revenues. Our Wine and Spirits segment
produces, imports, and markets wines and distilled spirits. Our
Consumer Durables segment manufactures and sells china, crystal, ceramic and crystal collectibles, silver, luggage, and leather
accessories.
Segment accounting policies are the same as the policies
described in Note 1. We have no intersegment revenues.
The following tables reconcile segment operating results and asset
information to consolidated amounts:

Net sales:
Wine and Spirits
Consumer Durables
Consolidated

Medical and Life
Insurance Beneﬁts
2003

2001

2002

Discount rate

7.50%

7.00%

6.50%

Healthcare cost trend rates:
Present rate before age 65
Present rate age 65 and after

6.00%
5.70%

10.00%
12.00%

9.44%
11.19%

The discount rate represents the interest rate used to discount the
cash-ﬂow stream of beneﬁt payments to a net present value as of
current date. We base this rate on Moody’s AA corporate bond
index. A lower assumed discount rate increases the present value
of the beneﬁt obligation.
The assumed rate of salary increase reﬂects the expected annual
increase in salaries as a result of inﬂation, merit increases, and
promotions. A lower assumed rate decreases the present value
of the beneﬁt obligation.
The expected return on plan assets represents the long-term rate
of return that we assume will be earned over the life of our pension assets. We have lowered this assumption since 2001 to more
closely approximate actual historical long-term returns.

Operating income:
Wine and Spirits
Consumer Durables
Amounts not allocated to segments:
Interest expense, net
Consolidated income before
income taxes
Depreciation and amortization:
Wine and Spirits
Consumer Durables
Consolidated
Goodwill:
Wine and Spirits
Consumer Durables
Consolidated
Total assets:
Wine and Spirits
Consumer Durables
Consolidated
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2001

2002

2003

$1,572
623

$1,619
605

$1,797
581

$2,195

$2,224

$2,378

$ 327
47

$ 336
17

$ 348
30

(8)

(5)

(5)

$ 366

$ 348

$ 373

$

40
24

$

37
18

$

38
17

$

64

$

55

$

55

$ 116
130

$ 116
130

$ 181
130

$ 246

$ 246

$ 311

$1,468
471

$1,573
443

$1,809
455

$1,939

$2,016

$2,264
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Our investments in afﬁliates are included in the Wine and Spirits
segment’s assets. Long-lived assets located outside the United
States are not signiﬁcant.
2001
Additions to long-lived assets:
Wine and Spirits
Consumer Durables
Consolidated

2003

2002

80
20

$

58
21

$

$ 100

$

79

$ 128

$

96
32

The following table presents geographic information about net sales:

Net sales:
United States
Other countries

2001

2002

2003

$1,825
370

$1,831
393

$ 1,826
552

$2,195

$2,224

$2,378

14. ENVIRONMENTAL MATTERS…potential cleanup costs.
We face environmental claims resulting from the cleanup of
several manufacturing or waste disposal sites in the United States.
We accrue for losses associated with environmental cleanup obligations when such losses are probable and reasonably estimable.
At some sites, there are other potentially responsible parties who
are expected to bear part of the costs, in which cases our
accrual is based on our estimate of our share of the total costs.
A portion of the cleanup costs with respect to certain sites is
expected to be paid by insurance. The estimated recovery of
cleanup costs from insurers is recorded as an asset when receipt
is deemed probable.
We do not believe that any additional environmental cleanup
costs we incur will have a material adverse effect on our
consolidated ﬁnancial position, results of operations, or
cash ﬂows.
15. STOCK OPTIONS…a summary of our Plan, how we account
for it, and how we fund it. Under our Omnibus Compensation
Plan (“the Plan”), we can grant stock options and other stockbased incentive awards for a total of 3,400,000 shares of
common stock to eligible employees until April 30, 2005. Shares
delivered to employees are limited by the Plan to shares that we
purchase for this purpose. No new shares may be issued.

Net sales are attributed to countries based on where customers
are located.
13. CONTINGENCIES…potential claims against us. We
operate in a litigious environment, and we get sued in the
normal course of business. Sometimes plaintiffs seek substantial
damages. Signiﬁcant judgment is required in predicting the
outcome of these suits and claims, many of which take years
to adjudicate.
Among our pending suits is a claim by Diageo PLC, our former
distributor of Jack Daniel’s in the U.K. under a contract that
expired on July 31, 2002. Diageo claims that it had a right to
renew the contract, while we contend that no such right existed
because of the distributor’s failure to meet certain required performance criteria or tender the required renewal payment. The suit
seeks damages against us for lost proﬁts from distribution of the
brand during the renewal period, which are claimed to be between
£35 million and £42 million ($56 and $67 at April 30, 2003).
We and our legal advisors believe that our interpretation of the
contract is correct and will vigorously pursue a judicial determination to that effect. A trial has been scheduled for March 2004.
We accrue estimated costs for a contingency when we believe
that a loss is probable, and adjust the accrual as appropriate
to reﬂect changes in facts and circumstances. In our opinion,
based on advice from legal counsel, none of the suits or claims
against us will have a material adverse effect on our consolidated
ﬁnancial position, results of operations, or cash ﬂows.

Page 50

We grant stock options at an exercise price of not less than the
fair value of the underlying stock on the grant date. Except for the
stock options granted at an exercise price of $100 per share
(discussed below), stock options granted under the Plan become
exercisable after three years from the ﬁrst day of the ﬁscal year
of grant and expire seven years after that date. The fair values
of these options granted during 2001, 2002, and 2003 were
$14.38, $17.37, and $15.54 per option, respectively. Fair values
were estimated using the Black-Scholes pricing model with the
following assumptions:
2001
Risk-free interest rate
Expected volatility
Expected dividend yield
Expected life (years)

2002

2003

6.2%

4.8%

3.9%

24.0%

23.6%

24.1%

2.2%

2.1%

2.0%

6

6

6

We have also granted 532,765 stock options with an exercise
price of $100 per share that 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 and
assuming 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 eight years.
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As of April 30, 2003, we have no other stock-based awards
outstanding under the Plan.

The following table summarizes the status of stock options
outstanding as of April 30, 2003, by exercise price:

The following table summarizes option activity for the three years
ended April 30, 2003. All options are for an equivalent number of
shares of Class B common stock.

Exercise Price
Per Option

Balance, April 30, 2000
Granted
Exercised
Forfeited
Balance, April 30, 2001
Granted
Exercised
Forfeited
Balance, April 30, 2002
Granted
Exercised
Forfeited
Balance, April 30, 2003

Options
Outstanding

Weighted
Average Exercise
Price Per Option

1,401,381

$70.28

421,735
(21,802)
(3,999)
1,797,315
357,916
(79,298)
(3,106)
2,072,827
368,917
(127,024)
(525)
2,314,195

Options
Outstanding

Remaining
Contractual
Life (Years)

Options
Exercisable

$ 36.13

73,262

3.0

73,262

49.13

146,126

4.0

146,126

50.44

396,154

7.0

—

61.25

201,754

5.0

201,754

62.25

274,169

6.0

274,169

64.22

368,917

9.0

—

68.33

321,048

8.0

—

$100.00

532,765

4.3

—

2,314,195

6.2

695,311

52.95
43.93
52.65
66.57
71.48
48.11
62.35
68.13
64.22
53.17
76.26
$68.33

Stop 9:

16. RESTRUCTURING COSTS...for plant closings announced in
2002. During 2002, we accrued $17 of costs related to our
decision to close three manufacturing plants in the Consumer
Durables segment. The $17 included $9 of severance costs for
600 terminated employees, $5 of other estimated cash expenditures, and $3 of losses on impaired machinery and equipment.
We closed one plant during ﬁscal 2002 and the other two during
ﬁscal 2003. We have replaced the output of these plants by shifting a portion of production to two of our other facilities and by
outsourcing the remainder. We have charged $10 of costs against
the accrual through April 30, 2003, including $6 of severance
costs, $2 of other cash expenditures, and $2 of losses on
impaired machinery and equipment, leaving a remaining accrual
balance of $7 as of April 30, 2003.

WHITE RABBIT SALOON

After all that talk about whiskey, it’s time
for a glass of ice-cold lemonade. You see,
Lynchburg is in a dry county. It means
we can make our whiskey here but can’t
sell it here. Except for the special
decanters you can purchase at the bottle
shop at the back of the hall. Just don’t
open your bottle while you’re in town or
you’ll learn ﬁrsthand about dry counties.

Page 51

Brown-Forman

2003

Annual

Report

REPORT OF M ANAGEMENT
As Brown-Forman’s CEO and CFO, we are responsible for the presentation, integrity, and objectivity of the information contained in
these consolidated ﬁnancial statements. We have discharged this
responsibility by establishing a rigorous system of corporate conduct, internal audit, external audit, and board oversight.

controls to establish the nature, timing, and extent of its audit tests.
We gave PwC access to all the company’s ﬁnancial records and
related data, as well as the minutes of stockholders’, directors’, and
other appropriate meetings. We believe that all representations made
to PwC during the audit were valid and appropriate.

Corporate Conduct: In the current turbulent business climate,
we are proud of Brown-Forman’s hard-earned reputation for conducting business in a forthright manner. We take seriously our
responsibility to foster a strong ethical climate so that employees
conduct the company’s business according to the highest personal
and corporate standards.

Board Oversight: The Board of Directors, through its Audit
Committee, meets with management, the internal auditors, and the
independent accountants to ensure that each is discharging its
responsibilities properly. 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.

Our Code of Conduct and Compliance Guidelines set out unambiguously each employee’s duty to ensure open communication
throughout the company, disclose potential conﬂicts of interest,
comply with all applicable domestic and foreign laws (including
ﬁnancial disclosure laws), and keep proprietary information conﬁdential. The company systematically assesses compliance with
these standards, including annual veriﬁcation statements signed by
all employees, and review by the Audit Committee of our Board of
Directors (comprising independent directors).
Internal Audit: We are also responsible for establishing and maintaining a system of internal audit designed to provide reasonable
assurance at a reasonable cost that ﬁnancial records are reliable for
preparing ﬁnancial statements and that assets are properly accounted
for and safeguarded. We believe that, as of April 30, 2003, the internal audit system accomplishes its objectives adequately.
External Audit: PricewaterhouseCoopers LLP, independent accountants (PwC), audited the company’s consolidated ﬁnancial statements.
As part of its audit, PwC evaluated selected internal accounting

Accordingly, we can report that the consolidated ﬁnancial statements
in this Annual Report have been prepared in accordance with generally accepted accounting principles. They include amounts based on
our best estimates and judgments. We also prepared the related
ﬁnancial information in this report and are responsible for its accuracy and consistency with the ﬁnancial statements.

Owsley Brown II
Chairman of the Board and Chief Executive Ofﬁcer

Phoebe A. Wood
Executive Vice President and Chief Financial Ofﬁcer

R E P O RT O F I N D E P E N D E N T A C C O U N TA N T S
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, 2002 and 2003, and the results of
their operations and their cash ﬂows for each of the three years in
the period ended April 30, 2003, 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,
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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.
As discussed in Note 2 to the consolidated ﬁnancial statements,
the Company adopted Financial Accounting Standards Board
Statement No. 142, “Goodwill and Other Intangible Assets” as
of May 1, 2001.

Louisville, Kentucky
May 30, 2003
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I M P O RTA N T I N F O R M AT I O N R E G A R D I N G F O R WA R D - L O O K I N G S TAT E M E N T S
From time to time, we make “forward-looking statements” (within
the meaning of the Private Securities Litigation Reform Act of
1995) related to our anticipated ﬁnancial performance, business
prospects, new products, and similar matters. Words like
“believe,” “expect,” “anticipate,” and “project” identify a forwardlooking statement, which speaks only as of the date the statement
is made. Except as required by law, we do not intend to update or
revise any forward-looking statements, whether as a result of new
information, future events, or otherwise.
In the discussion and analysis in this Annual Report, we make
several forward-looking statements, but we do not guarantee that
the results indicated will actually be achieved. These statements
are subject to a number of important risks and uncertainties that
could cause our actual results and experience to differ materially
from the anticipated results or other expectations expressed. Here
is a non-exclusive list of such risks and uncertainties:
Generally: We operate in highly competitive markets. Our
business is subject to changes in general economic conditions,
changes in consumer preferences, the degree of acceptance of
new products, and the uncertainties of litigation. As our business
continues to expand outside the United States, our ﬁnancial
results are more exposed to foreign exchange rate ﬂuctuations
and the health of foreign economies. But the bulk of our business
remains in the U.S., and our business prospects generally depend
heavily on the state of the U.S. economy, which appears to be
sluggish. Earnings could be adversely affected by terrorist attacks
like those of September 11, 2001, and related subsequent
events, including any U.S. response. Our international business
could also be affected by reaction to the war in Iraq, including
any potential boycott of U.S. products abroad; by the outbreak of
hostilities with other nations, such as North Korea; and by threats
of such bellicose behavior or boycotts. The spread of SARS or
other contagious diseases could affect our business by discouraging tourism and restaurant dining.
Wine and Spirits Risk Factors: The beverage alcohol business is
not “recession proof.” Our projections for our domestic beverage
business assume that U.S. economic activity will continue at
about the same pace as currently, and our earnings will be hurt
if the economy weakens. Beverage wholesalers and retailers in
the U.S. appear to be lowering their beverage trade inventories,
which in turn lowers our shipments to them. Proﬁts from our

international beverage business may be adversely affected if the
U.S. dollar strengthens against other currencies or if economic
conditions deteriorate in our principal export markets, including
the United Kingdom, Germany, Australia, Spain, France, Italy, and
Japan. The long-term outlook for our beverage business anticipates
continued success of Jack Daniel’s Tennessee Whiskey, Southern
Comfort, and our other core wine and spirits brands. This outlook
is based in part on favorable demographic trends in the U.S.
and many international markets for the sale of wine and spirits.
We may not meet current expectations for our global beverage
business if these demographic trends do not translate into corresponding sales increases. Proﬁts could also be hurt by increases
in the price of grain, grapes, or energy. Margins for our wine
business are likely to stay low so long as the current oversupply
of grapes continues.
The wine and spirits business, both in the United States and
abroad, is also sensitive to political and social trends. The U.S.
beverage alcohol business is highly sensitive to tax increases;
an increase in the federal excise tax (which we do not anticipate
at this time) would depress our domestic beverage business.
Increases in state excise taxes on wine and spirits to meet budget
shortfalls could dampen sales in those states. Legal or regulatory
measures against beverage alcohol (including its advertising and
promotion) could adversely affect sales. Product liability litigation
against the alcohol industry, while not currently a major risk
factor, could become signiﬁcant if lawsuits are ﬁled against
alcohol manufacturers.
Consumer Durables Risk Factors: Earnings from our consumer
durables segment depend more on the state of the U.S. economy
than earnings from our wine and spirits segment. Purchases
of ﬁne china and luggage are discretionary and can be deferred
in uncertain economic times. Growth of ﬁne china dinnerware
hinges on the health of major department stores, one of the
primary distribution channels for these products. Performance
will also be affected by further department store consolidation,
a soft retail environment at outlet malls, and consumer response
to direct mail. The Hartmann luggage business continues to be
adversely affected by reduced travel in the U.S. following
September 11 and, more recently, by reduced international travel
related to concerns about SARS. Any further terrorist attacks or
other disruption could hurt luggage sales.
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C O R P O R AT E I N F O R M AT I O N
Corporate Headquarters

Listed

850 Dixie Highway

New York Stock Exchange

Louisville, KY 40210

New York City

(502) 585-1100
Internet Address:

Registrar and Transfer Agent
and Dividend Disbursing Agent

http://www.brown-forman.com

National City Bank
Cleveland, Ohio

E-Mail Address:

E-Mail Address:

brown-forman@b-f.com

shareholder.inquiries@nationalcity.com
Employees
Counsel

On April 30, 2003 Brown-Forman employed about 6,700
people, including approximately 750 on a part-time or

Ogden Newell & Welch

temporary basis. Brown-Forman Corporation is an Equal

Louisville, Kentucky

Employment Opportunity and Afﬁrmative Action employer.
Auditors

All human resource practices, actions, and programs are
administered without regard to race, color, national or ethnic

PricewaterhouseCoopers LLP

origin, gender, age, religion, veteran status, sexual preference,

Louisville, Kentucky

or disability. It is also the policy of Brown-Forman to prohibit
Form 10-K

sexual and other harassment.

Interested stockholders may obtain without charge a copy of
Stockholders

the company’s form 10-K, as ﬁled with the Securities and

The two classes of stock of Brown-Forman Corporation are listed

Exchange Commission, upon written request to: Stockholder

on the New York Stock Exchange. There were 3,642 holders of

Services, Brown-Forman Corporation, P.O. Box 1080, Louisville,

record of Class A Common Stock and 4,306 holders of record

KY 40201-1080

of Class B Common Stock as of April 30, 2003. Shareholders
reside in all 50 states and 27 foreign countries.

Dividend Reinvestment Service
For information on the company’s Dividend Reinvestment
Service, write to:
National City Bank, Dept. 5352
Corporate Trust Operations
P.O. Box 94946
Cleveland, OH 44101-4946
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SPIRITS

WEB SITES

Jack Daniel’s Original Hard Cola

For information on
brown-forman brands,
please visit our web sites

Jack Daniel’s® Single Barrel

Finlandia®

www.jackdaniels.com

Canadian Mist®

Glenmorangie®*

www.gentlemanjack.com

Southern Comfort®

Glen Moray®*

www.jdsinglebarrel.com

Old Forester®

Ardbeg®*

www.canadianmist.com

Early Times®

Usher’s®*

www.southerncomfort.com

Woodford Reserve®

Tuaca®

www.oldforester.com

Jack Daniel’s®
Gentleman Jack

Jack Daniel’s Country Cocktails®
®

®

www.earlytimes.com

Appleton *

®

®

Pepe Lopez

Don Eduardo *
®

www.woodfordreserve.com

Amarula *
®

www.pepelopez.com
www.countrycocktails.com

Blue Grass Cooperage™

www.jdhardcola.com
www.finlandia-vodka.com
www.glenmorangie.com
www.glenmoray.com
www.ardbeg.com
www.tuaca.com
www.appletonrum.com
www.amarula.com

WINES

Fetzer® Vineyards

Jekel® Vineyards

www.fetzer.com

Korbel *

Sonoma-Cutrer® Vineyards

www.korbel.com

Bel Arbor®

Mariah®*

www.bonterra.com

Bonterra® Vineyards

Bolla®

®

www.sonomacutrer.com
®

Fontana Candida
Michel Picard®*

www.bolla.com
www.fontanacandida.com

Mendocino Cooperage™

CONSUMER
DURABLES

Lenox® Gifts and Tabletop products,
including China, Crystal, and Metals

Dansk® Contemporary Tabletop,
Housewares, and Gifts

www.lenox.com

Lenox® Collectibles, Home Décor,
and Jewelry

Kirk Stieff® Silver Flatware and
Metal Gifts

www.gorham1831.com

Gorham® Gifts and Tabletop products,
including Metals, China, and Crystal

Hartmann® Luggage, Business Cases,
and Personal Leather Accessories

www.lenoxcollections.com
www.dansk.com
www.hartmann.com

HISTORY

RECENT ACTIVITY

BRAND -BUILDING STRATEGIES

Brown-Forman is a diversified producer and marketer of fine quality
consumer products. It was founded
in Louisville, KY, in 1870 by
George Garvin Brown, who had the
then-novel idea of selling whiskey
in glass bottles sealed at the distillery as an assurance of quality. His
original brand, Old Forester, is
still a favorite of many bourbon
connoisseurs. Brown-Forman’s
current chairman and CEO, Owsley
Brown II, is a great-grandson of
the founder.
Through most of its first 85
years, Brown-Forman was primarily
a bourbon company, marketing
Kentucky’s finest whiskey in the
U.S. Starting in the mid-1950s,
the company began a series of
acquisitions that would transform
it into an international enterprise.
These included the purchase of
Jack Daniel’s in 1956 and the
subsequent acquisition of Canadian
Mist, Southern Comfort, Lenox
China and Hartmann Luggage,
Fetzer California Wines, Bolla
Italian Wines, California’s SonomaCutrer Winery, and Tuaca Liqueur
from Italy. The company also owns
80% of Finlandia Vodka Worldwide
and holds a minority equity position
in Glenmorangie PLC.
Brown-Forman is one of the
largest American-owned spirits
companies in the beverage alcohol
industry, with offices, production
facilities, and joint ventures in 40
cities and 25 countries across the
globe. We sell our brands in more
than 135 countries.

Over the last decade, BrownForman invested considerable
resources in expanding our sales
and marketing infrastructure around
the world. In 1994, the company
began a strategic expansion of our
international beverage business to
create new opportunities for our
brands in markets where we previously had little or no presence. This
effort was successful and we now
have strong and growing enterprises
in many new areas of the world,
including Central and Eastern
Europe, South Africa, and Asia.
Concurrently, we increased
our investment in Western Europe,
which, along with Japan, had been
our primary international focus.
We opened offices, added people,
and introduced new brands, resulting in stronger rates of growth in
many of these markets, especially
in the U.K., which is now our
second-largest market.
In the U.S., we have continued
to refine our sales and marketing
organizations to increase our focus
on specific channels of distribution,
particularly on- and off-premise
chains, which are commanding a
growing share of the market.
As industry consolidation
occurred over the last decade, we
also spent much time exploring
acquisition opportunities, and we
succeeded in buying Finlandia,
Sonoma-Cutrer, and Tuaca, while
also adding agency brands Amarula
and Appleton.

We are now applying all of our
energy to building our brands, and
our overarching goal is to become
the best brand-building company in
the beverage alcohol industry.
In consumer products industries, the cornerstones of most
thriving companies have been
highly successful brands. This is
especially true today in the wine
and spirits industry, and we believe
the future success of Brown-Forman
is increasingly dependent on how
good we are at directing our brandbuilding efforts to consumers.
We have, therefore, adopted a
framework for building our brands
with passion, discipline, creativity –
and a strong connection with our
consumers.
Over the past year, our senior
leaders undertook an in-depth analysis, reaching consensus on key
aspects of brand building for our
company. We studied great consumer
brands and how they were built;
examined the brand-building
practices of our competitors and
ourselves, including brands we had
recently acquired or had attempted to
acquire; identified resources currently
deployed or potentially available for
building our brands; heard feedback
on our current brand-building
performance and capabilities; and
studied contemporary best practices
in brand building.
What emerged from this in-depth
study are strategies that build upon
the company’s wonderful heritage
while focusing us even more on the
consumer as the focal point of our
brand-building activity.

Our Consumer Durables brands also
have rich histories: Founded in
1889, Lenox China has been used
in the White House since 1918;
Gorham is a renowned silver company; Hartmann has been making
fine quality luggage since 1877;
and Dansk has been proudly used
in American homes since 1957.

Over the last few years, we have
reduced our fixed costs and outsourced more of our production.
We now have more flexibility in
developing new products that meet
consumers needs. We’ve also
expanded into new distribution
channels, such as online shopping
and specialty stores.

Long a leader in the bridal market,
Lenox aspires to become the best
gift company in its class by marketing a broad range of products for
the everyday gift market. We are
communicating our brand message
of “Gifts that celebrate life” in our
national advertising campaign.
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SOCIAL RESPONSIBILITY
“ While many global corporations ar e just now waking up to the impor tance of
corporate r esponsibility, we have long r ecognized the need to be good corporate citizens
in the markets wher e we do business …. It is up to us to make r esponsibility a keystone of our
marketing philosophy and to effectively put that philosophy to work in the marketplace ….
It is simply not in our inter est to market to the underage or to pr oduce adver tising
that coarsens the fabric of society.”
Owsley Brown II

addressing fellow beverage alcohol CEOs
March 5, 2003

This attack on alcohol marketing
has gained strength through the
efforts of a group of anti-alcohol
advocates assembled by the staff
of the World Health Organization
(WHO) to advise them on alcohol
policy. The WHO is the public
health arm of the United Nations.
Obviously, WHO does much
good through its efforts to stamp
out contagious diseases. But
recently, WHO has broadened its
focus to include “non-communicable disease,” the term it uses
for health conditions resulting from lifestyle choices such as
drinking, eating, and smoking. The WHO convened its alcohol
advisory group and other alleged experts on alcohol marketing
at a closed meeting last year in Valencia, Spain. The group
issued a radical manifesto known as “The Valencia Declaration,”
in which they accused the alcohol industry of marketing to
youth and dismissed industry self-regulation as a “failure.”
The group called upon WHO and its member states to ban or
severely restrict beverage alcohol advertising.

Owsley Brown spoke these words
at a meeting, hosted by BrownForman, of the CEOs of a number
of major spirits, beer and wine
companies that sponsor the International Center on Alcohol Policies
(ICAP). Brown-Forman has long
believed that the right to advertise beverage alcohol carries with
it the obligation to advertise
responsibly and to encourage
moderate drinking. Our Company
is now involved in efforts to make responsibility an integral part of
alcohol marketing – not just here at Brown-Forman but across the
beverage alcohol industry.
This is not mere altruism. Brown-Forman sees a strong connection between social responsibility and brand building. We know
from extensive research that our consumers want to feel good
about enjoying our products as responsible adults and that
branded advertising is the most effective way to promote
responsible drinking. We think moderation can be an important
brand attribute. Quite simply, it is also the right thing to do.

Brown-Forman has joined with others in the beverage alcohol
industry to counter this threat and to discourage WHO from
basing its alcohol policy on recommendations from the Valencia
anti-alcohol meeting.

This commitment touches each of our brands. For instance, you
will see responsibility messages included as part of our brand
advertisements. We are also deeply mindful of the fundamental
messages conveyed in our ads.

The right to communicate with our consumers is essential to the
health of our business. We would strongly prefer dialogue over
conflict with WHO. We believe this is possible, and we are
encouraged by several recent steps taken by WHO to open its
doors to the industry. In Geneva earlier this year, Brown-Forman
representatives and those from other beverage alcohol companies engaged in serious discussions with WHO staff on alcohol
advertising and youth as well as drunk driving. This was the
first such meeting convened by WHO to meet with the alcohol
industry, and we hope it is followed by more.

Most notably, Jack Daniel’s advertising has long promoted
a friendly, slower way of life where a glass of Jack Daniel’s
Tennessee Whiskey is a way to unwind; something to savor
with friends. Almost half a century ago, a marketing guide for
our flagship brand reinforced this enduring, responsible, and
commercially powerful message:
“Jack Daniel’s is a grateful pause from tension,
a touch of yesterday’s leisurely pace that we
long for but so rarely find today.”

Brown-Forman believes there is common ground for further
dialogue between the industry and WHO. We hope WHO will
recognize that together we can accomplish more than either
of us can if we are at odds with one another.

This could hardly contrast more with the picture painted by
today’s anti-alcohol lobby. Ignoring the basic distinction between
responsible use and abuse, these activists seek to make beverage alcohol a pariah in the marketplace. Through the use of
highly-charged rhetoric, the manipulation of statistics, and “junk
science,” they say alcohol manufacturers market their products
to underage consumers and would either ban or severely curtail
advertising to prevent it.

Regardless of where the process with WHO may lead, we will
continue to work for balanced public policies that protect our
commercial freedoms and to draw a clear distinction between
the abuse and the responsible enjoyment of our products.

* Brands represented in the U.S. and other select markets by Brown-Forman
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WELCOME HERE

T H A N K S F O R S T O P P I N G B Y.
COME BACK ANYTIME.
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The Jack Daniel’sVisitor Center in Lynchburg,Tennessee houses the story of the people, place, and process
that gives Jack Daniel’s Tennessee Whiskey its unique character. The center’s daily hours of operation are
9:00 a.m. – 4:30 p.m. CST, seven days a week, 360 days a year. A tour is offered free of charge.

