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The year in brief




President Geo. Garvin Brown and
Chairman of the Board W. L. Lyons Brown,

seated, report to shareholders.,

The fiscal year 1966 was another excellent year for
your Company. The entire year was characterized by
a strong and sustained consumer demand for Brown-
Forman products. Record highs were once again
reached in net earnings and sales. Consolidated net
earnings rose from $8,578,793 to $10,317,762, a gain of
20% over fiscal year 1965. Consolidated net sales were
$154,103,114, up 12% from fiscal 1965's total of
$137,547,076.

We are pleased to report that your Company has
experienced steadily increasing sales across the entire
product line. Sales of Old Forester Bottled-in-Bond
exceeded sales of the previous year. Sales of Old
Forester 86° were well up throughout the country and
its popularity continued to grow at a substantial rate.
Early Times sales reached new record levels and the
sales of BOLS, Usher’'s Scotch and other Garneau
products progressed very satisfactorily in all cate-
gories. Consumer demand still continues to exceed
the supply of famous Jack Daniel’s Tennessee Whis-
key. Custom Import House, Ltd., a division of Jack
Daniel Distillery, which handles the sale of Chequers
Scotch Whisky in the United States, now represents
F. Korbel & Bros., one of California's oldest makers of
champagnes, brandies and still wines.

At last year’s Brown-Forman stockholders’ meeting,
Mr. Martin S. Brown, Vice President and Director of
the Jack Daniel Distillery, was elected a Brown-Forman

Director.
/btﬁ/lq WA G%w'uv\

W. L. LYONS BROWN
Chairman of the Board

To our shareholders:

June 24, 1966

In continuation of your Company's announced pol-
icy, 23,113 shares of Class A Common Stock and 28,800
shares of Class B Common Stock were purchased as
Treasury stock. Total Treasury stock at year end
amounted to 30,263 shares of A and 42,816 shares of B.

It is a source of deep satisfaction to be able to
announce the repeal of the ten cent per gallon whisky
production tax in the State of Kentucky. The repeal of
this production tax will have a graduated effect over
the next several years and will be of considerable
benefit to the entire distilling industry.

Brown-Forman’s newest acquisition, Oertel Brewing
Company, experienced a year of transition. A new
advertising agency and an aggressive marketing pro-
gram, now under the supervision of a new manage-
ment team of experienced Brown-Forman men, should
put this company on a solid basis for future operation.

Your Company completed a new long-term credit
agreement for $30,000,000. This was used to retire the
previous long-term debt of $18,000,000 and the balance
was added to its working capital.

We are grateful to our shareholders, distributors,
retailers, friends and fellow employees for their con-
tinued confidence over the past year.

You are cordially invited to attend the Annual
Meeting of Shareholders in the Executive Office Build-
ing of the Company at 1908 Howard Street, Louisville,
Kentucky, at 12 noon, Eastern Standard Time on
Tuesday, July 26, 1966.

s, S (i,

GEO. GARVIN BROWN
President



Review of operations

Marketing

“FOUR TO GO." Brown-Forman's new selling slogan, introduced at the
Company's National Sales Meeting, was accompanied by sales goals for 1970,
your Company's Centennial year. This meeting was held prior to the Holiday
selling season. The immediate response of the sales force was to exceed
almost every quota and post one of the largest sales increases in the Com-
pany’s history.

Old Forester Bottled-in-Bond, Old Forester 86° and Early Times Bourbon
Whiskies made sales gains that were above the average for the Industry in
the straight whisky category.

Brown-Forman distributors have given the Company’s products solid sales
support, a vital factor in the year's sales progress. As partners in marketing
the Brown-Forman line under the new Charter of Partnership distributor
contract, they have justified the trust your Company's management has placed
in them.

Export sales made a tremendous gain this year and contributed to Brown-
Forman'’s sales total. As the prestige of your Company'’s fine Bourbons grows
around the world, they are claiming a larger share of the international market.

Wines and scotches, imported by The Jos. Garneau Co., Brown-Forman's
Import Division, made healthy sales gains in fiscal 1966. Clicquot Champagne,
Cruse French Wines, Anheuser German Wines, Gancia Italian Wines, and
Usher's “Green Stripe” Scotch Whisky were given sales impetus by the crea-
tive merchandising efforts of this division.

Erven Lucas Bols Distilling Co. launched the “Let's Go Dutch!” national
sales promotion. Sales of BOLS Liqueurs and Fruit-Flavored Brandies have
continued to increase under Brown-Forman and this trend is expected to
continue.

Sales of Jack Daniel's Tennessee Whiskey are limited only by the available
supply. The prestige of and demand for this fine product grows continually.

Recent additions to the Jack Daniel line are the Korbel champagnes, bran-
dies, and wines of California. Custom Import House, Ltd., the Import Division
of Jack Daniel, has become the sole sales agent of F. Korbel & Bros. Custom
Import House, Ltd., also imports and distributes the distinguished Chequers
Scotch Whisky in the United States.

Increased merchandising and media advertising in fiscal 1966 made an
important contribution to Brown-Forman's sales progress. Creative efforts at
national, trade and consumer levels brought the Company’s products to the
attention of additional consumers.



Construction and Maintenance

Expansion of facilities at the Early Times plant in Shively, Kentucky, greatly
increased the production capacity of this distillery. Capacity for increased
production at the Old Forester plant was also provided.

Four new warehouses have been added to the eight already in use at Utica,
Indiana. Six more warehouses, similar to the ones already completed, are
under construction at Utica. Two are expected to be completed in June, two
in October, and the others to be completed by January, 1967. Three addi-
tional warehouses were completed at the Jack Daniel Distillery to provide for
increased production.

Dry kiln capacity at Blue Grass Cooperage is being increased through a
modernization program. Barrel-handling facilities have been improved and
the production of barrels has been considerably increased during fiscal 1966.

New, more modern and more efficient bottling machinery has also been
installed at Oertel Brewing Company.

Personnel and Public Relations

More than 50% of the employees have ten or more years of service with the
Company. In line with its policy of promotion from within, ever-increasing
opportunities are being made available for personal growth and advancement
under the many training and educational programs provided by the Company

for its employees.




Birthplace” of Early Times Bourbon are these stainless steel tanks where mash is mixed with a special strain of yeast and limestone water.
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Spectrographic study of
whisky is made, below, by
the new flame ionization
detector to maintain flavor
and consistency of

Old Forester.

During the fiscal year ended April 30, 1966, your Company was involved in
negotiations with six labor unions, covering eight contracts. All negotiations
were concluded with agreements mutually beneficial to all concerned. Dif-
ferences between management and labor at Oertel Brewing Company were
resolved after a strike of short duration. The resulting three-year contract
was written to the complete satisfaction of both parties.

The Company's payroll for the fiscal year just ended totalled $15,297,467
as compared with $12,888,829 for the previous year. The investment per
employee was $62,645, as compared with $57,361 for the prior year.

Financial Review

Consolidated net sales reached a total of $154,103,114, an increase of 12%
over sales of $137,547,076 for the previous year. Consolidated income before
taxes was $20,202,762 compared with $17,255,793 for the previous year, an

~1
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increase of 17%. Federal and State incomes taxes were $9,885,000 for the year,
14% greater than the $8,677,000 in similar taxes last year.

Consolidated net income after taxes of $10,317,762 for the year equals $1.38
per share of Common Stock outstanding, after payment of dividends on the
Preferred shares. Net income after taxes for the preceding year was $8,578,793
or $1.13 per share. The earnings per Common share for last year have been
adjusted to reflect the increase in outstanding shares resulting from a five-for-
four stock split in July, 1965.

Cash dividends of $.40 a share, totalling $3,242,340 were paid to holders of
the Common and Preferred shares, compared with $2,768,169 the year before.
Cash dividends now have been paid continuously for 21 years.

This fiscal year the Company added $7,075,422 from consolidated earnings
to net worth compared with $5,810,624 added during the previous year.

Federal excise taxes of $75,992,690, representing 49% of net sales, were
paid during the year by the Company. The Company also paid Federal and
State income taxes of $9,885,000 as well as other taxes and fees imposed at
Federal, State and local levels.

All classes of stock of Brown-Forman Distillers Corporation are listed on
the American Stock Exchange, There were 1,701 holders of the 2,369,712
Class A Common shares outstanding; 3,181 holders of the 4,762,660 Class B
Common shares outstanding; and 2,235 holders of the 1,177,948 Preferred
shares outstanding. The Company’s shareholders reside in 48 states and in 4
foreign countries with approximately 47% of all shareholders owning 100
shares or less.
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Shareholders' equity was $69
at the close of this fiscal year compared with $64,309,130 or $7.31 per share
at the close of the previous year.

Company inventories, planned to meet marketing needs, totalled $59,
on April 30, 1966, as compared with inventories of $53,996,443 on April 30,
1965.

In this fiscal year, your Company refinanced its long-term debt by con-
summating a new credit agreement with nine banks and the Northwestern
Mutual Life Insurance Company for $30,000,000 in long-term loans, repayable
over a 15 year period. Proceeds of this loan were used to retire your Com-
pany’s previous long-term indebtedness of $18,000,000, and the balance was
added to working capital.

On April 30, 1966, the Company had working capital of $

assels of $87,988,929 and current liabilities of $13,573,094. Comparable fig-

ures on April 30, 1965, were: working capital, $61,366,317; current assets,
),981; and current liabilities, $16,293,664.




Wide range of fine beverages
is offered in the Brown-Forman line,
from imported champagne to local beer.

Below, acre-sized warehouses,
12 completed and 6 under construction,

hold Brown-Forman whisky
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Comparative Consolidated Balance Sheet

1966

Assets Cash
Accounts rerzewable trade, less allowance for doubtful accounts
($42,194.40)
Inventories:
Barreled whisky and spirits, at average cost, including carrying
charges (subject to withdrawal taxes)
Cased goods and beer, at lower of average cost or market
In process, at average cost . .
Raw materials and supplies, at lower of average cost or market

Pension trust fund payments recoverable from employees .
Other current assets . ;

TOTAL CURRENT ASSETS
Refundable income taxes (Note 1)

Buildings and equipment, at cost .
Less accumulated depreciation

Land, at cost .

TOTAL FIXED ASSETS
Prepaid expenses . ;
Standing timber, at cost less depletlon
Goodwill, brands and trade-marks, at cost

Liabilities Notes payable to banks, including $1,800,000 of serial notes due
May 1, 1965
Accounts payable, trade and miscellaneous . -
Accrued compensation, commissions, taxes and 1nterest
Federal and State taxes on income . ;
TOTAL CURRENT LIABILITIES

Long-term debt:
5% % serial notes, $2,000,000 due each May 1, 1967 through 1973
57 % serial notes, $2,000,000 due each May 1, 1974 through 1981
Long-term debt refunded during the fiscal year, 1966 . .

Capital Contributed capital:
Capital stock:

Preferred 40¢ cumulative, $10 par value, redeemable at $10.25 per
share plus unpaid accrued dividends, authorized and outstand-
ing, 1,177,948 shares o e

Class A common stock, 30¢ par value authomzed 7, 000 UDO shares.
outstanding 2,399,975 shares (outstanding 1965, 1,920,517 shares)

Class B common stock, non-voting, 30¢ par value, authorized
14,000,000 shares, outstanding, 4,805,476 shares (outstandmg
1965, 3,845,383 shares) . 3 o G 9 uoe o

Capital in excess of par value of common slock

Earnings retained in the business (Notes 1, 2 and 3)

Less common treasury stock, at cost: Class A, 30,263 shares, Class B,
42,816 shares (1965, Class A, 5,460 shares, Class B, 11,033 shares)

1965

$ 8,609,138.32

14,162,885.83

45,765,276.27
2,480,848.38
1,564,318.15
4,186,000.31

" 53,996,443.11

_ 236/473.64
~ 655,040.35

77,659,981.25

3,862,534.92

24,987,894.30
13,283,732.71

11,704,161.59
1,105,326.26

12,809,487.85

1,468,924.51
21,466.75

~2,780,399.30
$98,602,794.58

$ 4,800,000.00

2,618,268.97
3,129,095.27
5,746,300.07

16,293,664.31

18,000,000.00
18,000,000.00

11,779,480.00

576,1565.10

1,153,602.90
15,713,502.26

29,222,740.26

35,447,247.13

64,669,987.39

360,857.12

64,309,130.27
$98,602,794.58



Income

Earnings
Retained in
the Business

Capital in
Excess of
Par Value of

Common
Stock

Comparative Consolidated Statements

Sales, less returns, allowances and freight out. . . . . .
Gostiofsales. o « <« wowe v @ W owr @ @ % N

Other operating income . . . . . . . .

Selling, advertising, administrative and general expenses

Operatingprofit = = & & wow 6 & 5w W o e B b
Otherincome;Bets  + .5 ¥ & % % & % 3 5 @ 5 % 5 5

Interest-expense . =< < ¥ & 5 @ i % % % W@ # % 0

Taxesoninoome: & & % W & & 6 % & & & 5 oals § G W s

Fedetal . & & % s s @ 6 oo e W 0w w lmrasmow W % 6 M
State: & e & s 3 @ B W w h D B W G e a s & b

Net INCOME:. .o o = o o w5 s & & wooesr m @ % e e

The provisions applicable to the fiscal year ended April 30, 1966, for depreciation and
depletion amounted to $1,146,028.90 and $51,582.98 respectively, and for the fiscal year ended
April 30, 1965, $1,042,559.10 and $49,311.87 respectively,

Balance, beginningof year. . . . . . . . . . . . . .
Net Income . . . . . . . . « « « v v v e e e e

Dividends:
Paid in cash:

On preferred 40¢ cumulative stock, 40¢ per share . . . . .
On common stock:
Class A, 40¢pershare. . . v « o =« w0 s & & & e ow B
Class B, 40¢ pershare . . . . . . . . . . . . .
Amounts paid in lieu of the issuance of fractional shares in con-

nection with common stock split in 1966, and common stock
dividend in 2966 « . & w0 @ @ o5 % 5w & W@ B G (e & @

Paid in common stock, on common stock, 3% :
Transferred to Common Stock, at par value thereof . . . . .

Transferred to Capital in Excess of Par Value of Common Stock
—excess of market value thereof over its par value .

Balance, end of year ([Notes1,2and3). . . . . . . . . . .

Balance, beginning of year .

Excess of market value over par value of common stock issued as
stock dividend . . . . . . . . . . . . . . . . . . .

Amount transferred to Class A and Class B Common Stock accounts
equivalent to 30¢ par value per share on shares issued in connection
with 5for4stock split . - . « ¢« v & = w0 5 © @

Balance, end of year . . . . R

The appended notes are an integral part of the financial statements.

Years ended April 30,
1966 1965

$137,547,075.56
_94,368,718.23

43,178,357.33
88,664.45

43,267,021.78
24,841,533.22
18,425,488.56

161,327.58

18,586,816.14
1,331,022.97

_ 17,255,793.17

8,079,000.00
598,000.00

$ 33,255,417.23
_8,578,793.17
41,834,210.40

471,179.20

751,041.30
1,503,990.90

41,957.49

49,822.50

$ 35,447,247.13

$ 12,144,530.38

3,568,971.88

$ 15,713,502.26
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Operations—For The Fiscal Year

Net Sales* .

Federal Excise Taxes Paid . . . .
Income Before Income Taxes . . . .
Income Taxes . . . . .

Net Income

Cash Dividends Paid

Earnings Retained in the Business
Earnings Per Share of Common Stock**.

Shares Outstanding, Common Stock
(excluding treasury shares)*** . . . .

Class A (Voting) Common . . .

Class B (Non-voting) Common . . .

Financial Condition—
At End Of Fiscal Year

Total Assets . . . . . . . .
Current Assets . . ., . . . .
Total Liabilities . . . . . .
Current Liabilities

NetWorth: « .« . o o @ % e & @

Working Capital . . . . . . . . .

Employees
Number of Employees . . . . . . .
Total Payroll . . . . . . . .

Investment Per Employee . . . .

*Federal excise taxes are included in net sales.

**Earnings for all years are shown on
equivalent basis with current year.

10-Year Record

1965 1964 1963 1962
137,547,076 | 123,717,536 | 119,592,441 | 108,782,538
69,147,056 63,667,683 59,736,193 56,727,005
17,255,793 15,939,715 14,804,919 13,372,405
8,677,000 8,285,000 7,848,000 7,016,000
8,578,793 7,654,715 6,956,919 6,356,405
2,768,169 2,198,631 1,950,841 1,904,788
5,810,624 5,456,084 5,006,078 4,451,617
1.13 1.00 .90 .82
5,749,367 5,599,785 3,626,615 3,622,815
1,915,057 1,865,252 1,208,168 1,173,794
3,834,310 3,734,533 2,418,447 2,349,021
98,602,794 93,733,565 88,998,209 85,364,481
77,659,981 75,013,508 74,218,629 72,430,382
34,293,664 34,874,202 35,594,930 36,967,281
16,293,664 15,074,202 13,994,930 13,567,281
64,309,130 58,859,363 53,403,279 48,397,200
61,366,317 59,939,306 60,223,699 58,863,101
1,719 1,352 1,343 1,423
12,888,829 10,990,891 10,887,353 10,432,298
57,361 69,330 66,268 59,989

***Additional shares of Common Stock were distributed as follows:
September, 1956, 15% stock dividend; July, 1957, 1958 and 1959,
3% stock dividends; October, 1959, conversion of Common Shares
to one share Class A Common and two shares Class B Common;:
July 1960, 1961, 1962 and 1963, 3% stock dividends; February, 1964,
Common Class A Shares and Common Class B Shares were split
3 for 2; February, 1965, 3% stock dividend: July, 1965, Common
Class A Shares and Common Class B Shares were split 5 for 4.

1961

101,768,453
52,466,963
10,174,761
5,520,000
4,654,761
1,848,349
2,806,412

.58

3,421,769
1,140,350

2,281,419

79,662,011
66,946,301
35,716,428
10,516,428
43,945,583

56,429,873

1,418
10,109,169

56,179



1960 1959 1958 1957
101,696,943 92,445,460 91,476,223 97,387,577
52,836,489 49,089,808 45,402,287 51,696,026
8,827,761 7,551,472 5,320,299 6,694,976
4,624,000 3,984,000’ 2,897,000* 3,851,000
4,203,761 3,567,472 2,423,299 2,529,664t

1,597,519 1,337,711 1,312,790 1,263,151

2,810,242% 2,229,761 1,110,509 1,266,513

.52 43 27 .29

3,323,439 1,076,212 1,045,493 1,015,599
1,107,813

2,215,626

75,262,914 76,436,209 77,290,105 76,903,262
62,422,884 63,685,761 64,558,990 64,192,327
34,123,743 38,107,280 41,190,938 41,914,603

7,123,743 12,907,280 12,490,938 9,714,603
41,139,171 38,328,929 36,099,167 34,988,659

55,299,141 50,778,481 52,068,052 54,477,724

1,401 1,326 1,257 1,519
9,781,679 8,683,055 9,512,387 9,308,705

53,721 57,644 61,488 50,628

'Includes special provision of $74,000.

+ Excludes $314,312 net income of two
subsidiaries prior to acquisition.

1 Includes $204,000 nonrecurring income item,
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