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PART |
Item 1. Business
(a) General development of business:

Brown-Forman Corporation ("we," "us," or "our" befpwas incorporated under the laws of the Stateeddware in 1933, successor to a
business founded in 1870 as a partnership and guéstly incorporated under the laws of the Commaitheof Kentucky in 1901. Our
principal executive offices are located at 850 Bikiighway, Louisville, Kentucky 40210 (mailing adds: P.O. Box 1080, Louisville,
Kentucky 40201-1080).

(b) Financial information about industry segments:

Information regarding net sales, operating incoamel total assets of each of our business segnseintiNiote 11 of Notes to Consolidated
Financial Statements on page 35 of our 1998 AnReglort to Stockholders, which information is inamngted into this report by reference in
response to Item 8.

(c) Narrative description of business:
The following is a description of our operations.

Wine and Spirits Segment
Wine and Spirits operations include manufacturbagtling, importing, exporting, and marketing a widariety of alcoholic beverage brands.
This Segment also manufactures and markets newsetloak barrels.

The Segment's brands consist of the following:

Jack Daniel's Tennessee Whiskeys

Southern Comfort

Canadian Mist Canadian Whiskies

Early Times Kentucky Whisky

Finlandia Vodkas**

Old Forester Kentucky Straight Bourbon Whisky Bugdlsnrish Whiskeys**

Jack Daniel's Country Cocktails

Gentleman Jack Rare Tennessee Whiskey Woodford\Reentucky Straight Bourbon Whiskey Glenmorartgiiegle Highland Malt Scotc
Whiskies** Forester 1870 Kentucky Straight Bourbaihisky Black Bush Special Irish Whiskey**
Tropical Freezes

Pepe Lopez Tequilas

Korbel California Brandy*

Usher's Scotch Whisky**

Oblio Sambucas**

Jack Daniel's & Cola

Southern Comfort & Cola



Fetzer Vineyards California Wines

Korbel California Champagnes and Wines* Bolla #al\Wines

Jekel Vineyards California Wines

Bonterra Vineyards California Wines Carmen Vinega@hilean Wines**
Michel Picard French Wines**

Brolio Italian Wines**

Bel Arbor California Wines

Fontana Candida Italian Wines**

Fontanafredda Italian Wines**

Armstrong Ridge California Champagne* Noilly Pragrvhouths**

* Brands marketed by Brown-Forman worldwide by ageagreement. ** Brands marketed by Brown-Formath@éU.S. and other select
markets by agency agreements.

Statistics based on case sales, published anrya#yleading trade publication, rank Jack Danad'she largest selling Tennessee whiskey in
the United States, Canadian Mist as the largebtgdélanadian whiskey in the United States, andii$oua Comfort as the largest selling
domestic proprietary liqueur in the United States.

A leading industry trade publication reported KdrBalifornia Champagnes as the largest selling pranthampagne in the United States.
This trade publication also reported that, amongenous imported wines, Bolla Italian Wine is thadimg premium Italian table wine in the
United States. Fetzer was ranked tenth among @ailif@arietal wines and sixteenth among all dorodstble wines.

We believe the statistics used to rank these ptedure reasonably accurate.

Our strategy with respect to the Wine and Spirégr8ent is to market high quality products thats$aitonsumer preferences and to support
them with extensive international, national, angioaal marketing programs. These programs are detgto extend consumer brand
recognition and brand loyalty.

Sales managers and representatives or brokersegpithe Segment in all states. The Segment digtshts spirits products domestically
either through state agencies or through wholeatiatebutors. The contracts which we have with mahgur distributors have formulas
which determine reimbursement to distributors ifteeminate them; the amount of reimbursement isdb@simarily on the distributor's leng
of service and a percentage of its purchases ower Some states have statutes which limit ourtgld terminate distributor contracts.

Jack Daniel's Tennessee Whiskey and Southern Coarfothe principal products exported by the Segnidrese brands are sold through
contracts with brokers and distributors in mostrtaas.

The principal raw materials used in manufacturind packaging distilled spirits are corn, rye, nébarley, glass, cartons, and wood for new
white oak barrels, which are used for storage offbon and Tennessee whiskey. None of these rawrialatare in short supply, and there are
adequate sources from which they may be obtained.



The principal raw materials used in the productibwines are grapes and packaging materials. Graegrimarily purchased from
independent growers and, from time to time, areeesbly affected by weather and other forces whial limit production. We believe that
our relationships with our growers are good.

Due to aging requirements, production of whiskeyscheduled to meet demand three to five yeatifuture. Accordingly, inventories are
larger in relation to sales and total assets thamdvbe normal for most other businesses.

The industry is highly competitive and there araynarands sold in the consumer market. Trade inddion indicates that we are one of the
largest wine and spirit suppliers in the Unitedt&an terms of revenues.

The wine and spirits industry is regulated by thedu of Alcohol, Tobacco, and Firearms of the &thiStates Treasury Department with
respect to production, blending, bottling, saleegtising, and transportation of its products.cAlsach state regulates advertising, promo
transportation, sale, and distribution of such pasl.

Under federal regulations, whiskey must be agedfdeast two years to be designated "straightkelyis The Segment ages its straight
whiskeys for a minimum of three to five years. Fadleegulations also require that "Canadian" whyskeist be manufactured in Canada in
compliance with Canadian laws and must be agedima@a for at least three years.

Consumer Durables Segment
The Consumer Durables Segment includes the mamwifagtand/or marketing of the following:

Fine China Dinnerware

Casual Dinnerware and Glassware
Crystal Stemware

Crystal Barware

China and Crystal Giftware

China Lamps

Collectibles and Jewelry

Sterling Silver, Pewter and Silver-Plated Giftw&terling Silver and Stainless Steel Flatware Coptaary Tabletop, Houseware and
Giftware Luggage

Business Cases and Folios
Personal Leather Accessories

All of the products of the Segment are sold by segremployed sales representatives under variaupeonsation arrangements, and where
appropriate to the class of trade, by specialindépendent commissioned sales representativemidepandent distributors.

The Segment's products are marketed domesticatiygh authorized retail stores consisting of depanit stores and specialty and jewelry
shops and through retail stores operated by themn8eig Products are also distributed domesticatiyuph the institutional, incentive,
premium, business gift and military exchange clasgdrade, and internationally through authorizetdilers, duty free stores and/or
distributors in selected foreign markets. SpeciatBated collectible products are distributed lmmestically and in selected foreign markets
through the direct response/mail-order channelelkas through authorized collectible retailers.
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Fine china and casual dinnerware, as well as tiacgiftware, are marketed under the Lenox tradkn@rystal stemware, barware and
giftware are marketed under both the Lenox and &artrademarks. Contemporary tabletop, housewargifmdire products are marketed
under the Dansk trademark. Sterling silver anchkas flatware and sterling giftware are marketedien the Gorham and "Lenox. Kirk Stie
trademarks. Pewter and silver-plated giftware petglare also marketed under the "Lenox. Kirk Stigéfdemark. Luggage, business cases,
and personal leather accessories are marketed thedelartmann, Wings, Veronica Hart, and Crouchi&derald trademarks. The direct
response/ mail-order sales in the United Statepefially designed collectibles are marketed utttet.enox and Gorham trademarks, while
such sales abroad are marketed primarily undeBtbeks & Bentley trademark.

The Lenox, Gorham, and Hartmann brand names hgidfisiant positions in their industries. The Segireas granted licenses for the use of
the Lenox trademark on selected fine table linpresnium collectible plates, collectible dolls, watlverings and candles, subject to the terms
of licensing agreements.

The Segment believes that it is the largest domestinufacturer and marketer of fine china dinneeveard the only significant domestic
manufacturer of fine quality china giftware. Theg8®nt is also a leading manufacturer and distribattdéine quality luggage, business cases,
and personal leather accessories. The Segment tasnpith a number of other companies and is subjeicitense foreign competition in the
marketing of its fine china, contemporary and chdirmerware, crystal stemware and giftware, stasliflatware, and luggage products.

In the Segment's china and stainless businessapetition is based primarily on quality, desigratu, style, product appeal, consumer
satisfaction, and price. In its luggage, businese @nd personal leather accessories businessetitbompis based primarily on brand
awareness, quality, design, style, and price sldiitect response/mail-order business, the mostritapt competitive factors are the brand,
product appeal, design, sales/marketing programicge and price. In its crystal, sterling silveilyer-plated, and pewter businesses,
competition is based primarily on price, with qtgldesign, brand, style, product appeal, and aomeswsatisfaction also being factors.

Clay and feldspar are the principal raw materiaklsdito manufacture china products and silica ipthmeipal raw material used to
manufacture crystal products. Gold and platinumsagsificant raw materials used to decorate chimh@ystal products. Leather and nylon
fabric are the principal raw materials used to nfiacture luggage and business cases. Fine siltiee igrincipal raw material used to
manufacture sterling silver giftware and flatwarequcts; tin is the principal raw material usedrtanufacture pewter products; and stainless
steel is the principal raw material used to manuf&cstainless steel flatware. It is anticipatest taw materials used by the Segment will t
adequate supply. However, the acquisition pricgadd, platinum, fine silver, and tin is influencsignificantly by worldwide economic eve
and commodity trading.

Sales of certain Segment products are traditionatater in the second quarter of the fiscal yed@marily because of seasonal holiday
buying.

Other Information
As of April 30, 1998, we employ approximately 7,68€rsons, including 1,140 employed on a part-tiasd

We are an equal opportunity employer and we reanut place employees without regard to race, codtigion, national or ethnic origin,
veteran status, age, gender, sexual preferenpéysical or mental disability.

We believe our employee relations are good.



For information on the effects of compliance widtéral, state, and local environmental regulaticefey to Note 13, "Environmental,” on
page 35 of our 1998 Annual Report to Stockholdetsch information is incorporated into this repbytreference in response to Item 8.

Item 2. Properties
The corporate offices consist of office building&luding renovated historic structures, all lockite Louisville, Kentucky.
Significant properties by business segments afellasvs:

Wine and Spirits Segment
The facilities of the Wine and Spirits Segmentsirewn below. The owned facilities are held in fisepde.

Owned facilities:

- Production facilities:

- Distilled Spirits and Wines:

- Lynchburg, Tennessee

- Louisville, Kentucky

- Collingwood, Ontario

- Shively, Kentucky

- Woodford County, Kentucky

- Frederiksted, St. Croix, U.S. Virgin Islands
- Mendocino County, California
- Monterey County, California

- Pedemonte, Italy

- Soave, ltaly

- Oak Barrels:

- Louisville, Kentucky

- Mendocino County, California

- Bottling facilities:

- Lynchburg, Tennessee

- Louisville, Kentucky

- Woodford County, Kentucky

- Frederiksted, St. Croix, U.S. Virgin Islands
- Mendocino County, California

- Monterey County, California

- Pedemonte, ltaly



- Warehousing facilities:

- Lynchburg, Tennessee

- Louisville, Kentucky

- Collingwood, Ontario

- Shively, Kentucky

- Woodford County, Kentucky

- Mendocino County, California
- Monterey County, California

- Pedemonte, Italy

- Soave, ltaly

Leased facilities:

- Production and bottling facility in Dublin, Iredd

- Wine production and warehousing facility in Mecgw County, California
- Vineyards in Monterey County, California

We believe that the productive capacities of the&\ind Spirits Segment are adequate for the bssiaed that the facilities are maintaine
a good state of repair.

Consumer Durables Segment
The facilities of the Consumer Durables Segmenshosvn below. The owned facilities are held insaaple.

Owned facilities:

- Office facilities:

- Lenox corporate - Lawrenceville, New Jersey

- Headquarters for Lenox Direct Response/Collegsilidivision (includes retail store and warehoudeggnghorne, Pennsylvania

- Production and office facilities:

- Lenox - Pomona, New Jersey (includes retail $t@&ford, North Carolina; Kinston, North Caroliremd Mt. Pleasant, Pennsylvania
(includes retail store)

- Gorham - Smithfield, Rhode Island (includes lettore)

- Hartmann - Lebanon, Tennessee (includes retait st



- Warehousing facilities:
- Lenox/Dansk/Gorham - Williamsport, Maryland

Leased facilities:
- Office facilities:
- Dansk headquarters - White Plains, New York

- Production/Warehousing/Office facilities:
- Kirk Stieff - Baltimore, Maryland (includes retaitore)

- Warehousing facilities:

- Lenox - South Brunswick, New Jersey (includesitetore); Oxford, North Carolina; Kinston, Noffarolina; and Mt. Pleasant,
Pennsylvania

- Hartmann - Lebanon, Tennessee

- Retall stores:

- The Segment operates 39 Lenox outlet stores Bi#6s and a Lenox Gift Express store in Penngidvdhe Segment also operates 59
Dansk stores in 29 states. In addition, the Segmeatates 2 Crouch & Fitzgerald luggage storesstas and 3 Hartmann luggage outlet
stores in 3 states.

The lease terms expire at various dates and aexrgbnrenewable, except for the Crouch & Fitzgérstbre leases.
We believe that the Segment's facilities are indgoandition and are adequate for the business.
Item 3. Legal Proceedings

Expansion Plus, Inc. v. Brown-Forman Corporatidrale (United States District Court for the SouthBistrict of Texas, Houston Division,
Civil Action No. H-94-3498.)

The summary judgment dismissing all claims by Exp@mPlus, Inc. against Brown-Forman and otherriidats, affirmed by the Federal
Court of Appeals for the Fifth Circuit in Januar§9B, has become final and this litigation is codeld.

Item 4. Submission of Matters to a Vote of Securityolders
None.

Executive Officers of the Registrant

Pri ncipal Occupation and
Name Age B usiness Experience Family R elationship
Owsley Brown Il 55 Chairma n of the company since Cousin to Owsl ey Brown Frazier
July 19 95. Chief Executive Officer
of the company since July 1993.
Preside nt of the company
from Ju ly 1987 to July 1995.
Owsley Brown Frazier 62 Vice Ch airman of the company Cousin to Owsl ey Brown I
since A ugust 1983.
William M. Street 59 Vice Ch airman of the company None
since J uly 1987.
Steven B. Ratoff 55 Executi ve Vice President and Chief None
Financi al Officer of the company
since D ecember 1994. Private
investo rin a number of small
private ly-held companies from
Februar y 1992 to November 1994.
Senior Vice President and Chief
Financi al Officer for Pharmaceutical
Group o f Bristol-Myers Squibb
from Ja nuary 1990 to January 1992.



John P. Bridendall 48 Senior Vice President and None

Directo r of Corporate
Develop ment since July 1987.
Russell C. Buzby 64 Senior Vice President and None
Executi ve Director of Human
Resourc es and Information
Service s since July 1987.
Michael B. Crutcher 54 Senior Vice President, General None
Counsel , and Secretary since
May 198 9.
Lois A. Mateus 51 Senior Vice President of Corporate None
Communi cations and Corporate
Service s since January 1988.
PART II

Item 5. Market for the Registrant's Common Equity and Related Stockholder Matters

Except as presented below, for the information ireguby this item refer to the section entitled &erly Financial Information" appearing
on the "Highlights" page of the 1998 Annual RepgorStockholders, which information is incorporabetb this report by reference.

Holders of record of Common Stock at April 30, 1998
Class A Common Stock (Voting) 3,446 Class B Comr8tatk (Nonvoting) 4,957

The principal market for Brown-Forman common shasdke New York Stock Exchange.
Item 6. Selected Financial Data

For the information required by this item, refethe section entitled "Selected Financial Data"eapimg on page 17 of the 1998 Annual
Report to Stockholders, which information is inaangited into this report by reference.

Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations

For the information required by this item, refeithe section entitled "Management's Discussionfamalysis" appearing on pages 18 through
24 of the 1998 Annual Report to Stockholders, whintbrmation is incorporated into this report byerence.

Risk Factors Affecting Forward-Looking Statements:

From time to time, we may make forward-looking etaénts related to our anticipated financial perfotoe, business prospects, new
products, and similar matters. We make several statbments in the discussion and analysis refésrablove, but we do not guarantee that
the results indicated will actually be achieved.

The Private Securities Litigation Reform Act of B9®rovides a safe harbor for forward-looking stagata. To comply with the terms of the
safe harbor, we note that the following non-exesladist of important risk factors could cause octual results and experience to differ
materially from the anticipated results or othepeotations expressed in those forward-looking states:
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Generally: We operate in highly competitive markésr business is subject to changes in generaloscic conditions, changes in consumer
preferences, the degree of acceptance of new pydara the uncertainties of litigation. As ouribess continues to expand outside the U.S.,
our financial results are more exposed to foreiphange rate fluctuations and the health of foreigpnomies. Our operations could also be
adversely impacted by incomplete or untimely resotuof the "Year 2000" issue, as discussed mdhg @i page 24 of the 1998 Annual
Report to Stockholders.

Beverage Risk Factors: The U.S. beverage alcolsihbss is highly sensitive to tax increases; arease in federal or state excise taxes
(which we do not anticipate at this time) would s our domestic beverage business. Our curréinb&uor our domestic beverage
business anticipates continued success of JacleBafiennessee whiskey, Southern Comfort, and thr core spirits brands. Current
expectations from our foreign beverage businesklqmove to be optimistic if the U.S. dollar stréimgns against other currencies or if
economic conditions deteriorate in the principalmoies where we export our beverage productsydieyy Germany, the United Kingdom,
Japan, and Australia. The wine and spirits busjresth in the United States and abroad, is alssiesto political and social trends. Legal
or regulatory measures against beverage alcotmu@img its advertising and promotion) could adedrsaffect sales. Product liability
litigation against the alcohol industry, while rofrrently a major risk factor, could become sigrdfit if new lawsuits were filed against
alcohol manufacturers. Current expectations forgboipal beverage business may not be met if consamfzends do not continue to
increase. Profits could also be affected if graigrape prices increase.

Consumer Durables Risk Factors: Earnings projestionour consumer durables segment anticipateninued strengthening of our Lenox
and Hartmann businesses. These projections coudfdrt by factors such as poor consumer respaiss at Lenox Collections, a soft retail
environment at outlet malls, further departmentestmnsolidation, or weakened demand for tablewgifieyare and/or leather goods.

ltem 7A. Quantitative and Qualitative Disclosures &out Market Risk

For the information required by this item, refeithe section entitled "Market Risks" appearing agg24 of the 1998 Annual Report to
Stockholders, which information is incorporateditttis report by reference.

Item 8. Financial Statements and Supplementary Data

For the information required by this item, refethie Consolidated Financial Statements, Notes ts@l@ated Financial Statements, and
Report of Management appearing on pages 25 thr8udgi the 1998 Annual Report to Stockholders, whitbrmation is incorporated into
this report by reference, and the Report of InddpahAccountants included on page S-1 of this tepar selected quarterly financial
information, refer to the section entitled "Qudstdtinancial Information" appearing on the "Highiig" page of the 1998 Annual Report to
Stockholders, which information is incorporateaitttis report by reference.

Item 9. Changes in and Disagreements with Account&mon Accounting and Financial Disclosure
None.
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PART IlI
Item 10. Directors and Executive Officers of the Rgistrant

For the information required by this item, refeithe following sections of our definitive proxy sgment for the Annual Meeting of
Stockholders to be held July 23, 1998, which infation is incorporated into this report by reference

(a) "Election of Directors" on page 4 through tbarth paragraph on page 5 (for information on doex); and (b) the last paragraph on pa
(for information on delinquent Section 16 filingg)so, see the information with respect to "ExeeeitDfficers of the Registrant” under Part |
of this report, which information is incorporateeréin by reference.

Item 11. Executive Compensation

For the information required by this item, refethe following sections of our definitive proxy seent for the Annual Meeting of
Stockholders to be held July 23, 1998, which infation is incorporated into this report by reference

(a) "Executive Compensation" on pages 8 throughli)3;Retirement Plan Descriptions" on page 14; @dDirector Compensation” on
page 15.

Item 12. Security Ownership of Certain Beneficial @vners and Management

For the information required by this item, refeithe section entitled "Stock Ownership" appearingages 6 through 7 of our definitive
proxy statement for the Annual Meeting of Stocklentdto be held July 23, 1998, which informatiomiorporated into this report by
reference.

Item 13. Certain Relationships and Related Transa@&ns

For the information required by this item, refethe section entitled "Transactions with Managerhappearing on page 17 of our definitive
proxy statement for the Annual Meeting of Stocklentdto be held July 23, 1998, which informatiomiorporated into this report by
reference.
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PART IV

Item 14. Exhibits, Financial Statement Schedulesna Reports on Form 8-K

(@) 1 and 2 - Index to Consolidated Financial $t&tets and Schedules:

Incorporated by reference to our Annual
Report to Stockholders for the year
ended April 30, 1998:

Consolidated Statement of Income for the

years ended April 30, 1996, 1997, and 1998
Consolidated Balance Sheet at April 30, 1996,
Consolidated Statement of Cash Flows for the

years ended April 30, 1996, 1997, and 1998
Consolidated Statement of Stockholders' Equity

for the years ended April 30, 1996, 1997,
Notes to Consolidated Financial Statements*
Report of Management*

Report of Independent Accountants

Consolidated Financial Statement Schedule:
II - Valuation and Qualifying Accounts

All other schedules for which provision is madeha applicable accounting regulations of the Séiesrand Exchange Commission have
been omitted either because they are not requinddruthe related instructions, because the infaomaiequired is included in the

*

1997, and 1998*

*

and 1998*

Refere

Form 10-K
Annual Report
Page

S-1

S-2

consolidated financial statements and notes theoetoecause they are inapplicable.

* Incorporated by reference to Item 8 in this repor
(a) 3 - Exhibits: Filed with this report:

Exhibit Index

13 Brownforman Corporation's Annual Report to Stockholdershe year ended April 30, 1998, but only to #x¢ent set forth in Items 1,

6, 7, 7A and 8 of this Annual Report on Form 10eK the year ended April 30, 1998.

21 Subsidiaries of the Registrant.

23 Consent of PricewaterhouseCoopers LLP indepé¢rmdeonuntants.
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25
26 - 27

28
29

30 - 36
37



27 Financial Data Schedule (not considered tolbd)fi

Previously Filed:
Exhibit Index

3(a)

3(b)

3(c)

3(d)

3(e)

3(f)

10(a)

10(b)

10(c)

10(d)

10(e)

10(f)

Restated Certificate of Incorporation of r
incorporated into this report by reference
Corporation's 10-K filed on July 19, 1994.

Certificate of Amendment to Restated Certi
of registrant, which is incorporated into
to Brown-Forman Corporation's 10-K filed o

Certificate of Ownership and Merger of Bro
into Brown-Forman, Inc., which is incorpor
reference to Brown-Forman Corporation's 10
1994.

Certificate of Amendment to Restated and A
Incorporation of Brown-Forman Corporation,
into this report by reference to Brown-For
filed on July 19, 1994.

The by-laws of registrant, as amended on M
incorporated into this report by reference
Corporation's 10-K filed on July 26, 1993.

Amendment to the by-laws of registrant (to
retirement age for outside directors), whi
this report by reference to Brown-Forman C
filed on December 5, 1997.

The Form of Indenture dated as of March 1,
Brown-Forman Corporation and The First Nat
Trustee, which is incorporated into this r
Brown-Forman Corporation's Form S-3 (Regis
filed on March 8, 1994.

A description of the Brown-Forman Omnibus

is incorporated into this report by refere
the registrant's definitive proxy statemen
of Stockholders held on July 27, 1995.

Brown-Forman Corporation Restricted Stock

incorporated into this report by reference
Corporation's 10-K filed on July 19, 1994.

Brown-Forman Corporation Supplemental Exce

is incorporated into this report by refere
Corporation's 10-K filed on July 23, 1990.

Brown-Forman Corporation Stock Appreciatio

incorporated into this report by reference
Corporation's 10-K filed on July 23, 1990.

A description of the Brown-Forman Savings
incorporated into this report by reference
registrant's definitive proxy statement fo
Stockholders held on July 25, 1996.

A description of the Brown-Forman Flexible
which is incorporated into this report by
the registrant's definitive proxy statemen
of Stockholders held on July 25, 1996.
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to Brown-Forman

Plan, which is
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reference to page 10 of
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10(g) A description of the Brown-Forman Non-Empl
Compensation Plan, which is incorporated i
reference to Brown-Forman Corporation's Fo
333-38649) filed on October 24, 1997.

10(h) Credit Agreement dated as of October 29, 1
Corporation and a group of United States a
which is incorporated into this report by
No. 1 to Brown-Forman Corporation's 10-Q f
1997.

oyee Director
nto this report by
rm S-8 (Registration No.

997, among Brown-Forman
nd international banks,
reference to Amendment
iled on December 15,

(b) No reports on Form 8-K were filed during thetlgquarter of the period covered by this report.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regiigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

BROWN-FORMAN CORPORATION
(Registrant)

/'s/ OANSLEY BROWN I |

Date: May 28, 1998 By: Owsley Brown I
Chai rman of the Board and
Chi ef Executive Oficer

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities on May 2831®9indicated:
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REPORT OF INDEPENDENT ACCOUNTANTS

Brown-Forman Corporation
Louisville, Kentucky

We have audited the consolidated financial statésnafiBrown-Forman Corporation and Subsidiariesfaspril 30, 1996, 1997, and 1998,
and for the years then ended, which financial statés are included on pages 25 through 36 of tB8 2®nual Report to Stockholders of
Brown-Forman Corporation and incorporated by rafeeeherein. We have also audited the financiakstaht schedule listed in the index on
page 12 of this Form 10-K. These financial stateimand financial statement schedule are the regplitysof the company's management.
Our responsibility is to express an opinion on ¢hfisancial statements and financial statementdidkebased on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgeedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digeesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managem®emtell as evaluating the overall financial statetpeesentation. We believe our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements refer@alove present fairly, in all material respedts, ¢onsolidated financial position of Brown-
Forman Corporation and Subsidiaries as of April1396, 1997, and 1998 and the consolidated resiiteir operations and their cash flows
for the years then ended in conformity with gerlgratcepted accounting principles. In additionpur opinion, the financial statement
schedule referred to above, when considered itioalto the basic financial statements taken ab@ley presents fairly, in all material
respects, the information required to be includestdin.

/sl PricewaterhouseCoopers LLP
Loui sville, Kentucky
May 27, 1998
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BROWN-FORMAN CORPORATION AND SUBSIDIARIES
SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS
For the Years Ended April 30, 1996, 1997, and 1998
(Expressed in thousands)

1996
Allowance for Doubtful Accounts

1997
Allowance for Doubtful Accounts

1998
Allowance for Doubtful Accounts

(1) Doubtful accounts written off, net of recovetie

Col.B Col.C Col
Additions

Balance at Charged to

Beginning Costs

of Period and Expenses Deduc
$14,061 $ 9,386 $10,
$13,206 $ 5,530 $8,
$10,220 $ 6,648 $5,

.D Col. E
Balance at
End
tions of Period
241(1) $13,206
516(1) $10,220
906(1) $10,962



HIGHLIGHTS

(Expressed in millions, except per share amourdsatios)

Year Ended April 30, 1 997 1998 % Change
Net Sales $1 841 $1,924 5%
Gross Profit $ 904 $ 979 8%
Operating Income $ 287 $ 307 7%

Net Income $ 169 $ 185 9%
Earnings Per Share - Basic and Diluted $ 245 $2.67 9%
Cash Dividends Paid Per Common Share $ 1.06 $1.10 4%
Shareholder Value Added $ 84 $ 94 12%
Return on Average Invested Capital 19.4% 20.4%

Return on Average Common Stockholders' Equity 25.2% 24.3%

QUARTERLY FINANCIAL INFORMATION
(Expressed in millions, except per share amounts)

Earnings
Per Share- Cash Dividends Market Pr ice (High-Low)
Net Gross Net Basic and  Paid Per Per Co mmon Share
Sales Profit  Income Diluted Common Share Class A Class B
Fiscal 1998 $1,924 $979 $185 $2.67 $1.10 $55 1/4 - $44 1/2 $59 - $45
Quarters
First 428 218 34 0.50 0.27 52 3/4 - 47 54 1/8 - 47
Second 554 278 61 0.88 0.27 51 - 441/2 53 3/16 - 45
Third 481 251 46 0.66 0.28 53 - 471/4 553/4 - 483/4
Fourth 461 232 44 0.63 0.28 551/4 - 493/8 59 - 521/16
Fiscal 1997 $1,841 $ 904 $ 169 $2.45 $1.06 $50 7/8 - $34 3/4 $51 7/8 - $351/4
Quarters
First 424 212 32 0.47 0.26 425/8 - 343/4 42 1/4 - 351/4
Second 526 255 55 0.80 0.26 431/2- 36 1/8 437/8 - 353/4
Third 458 219 42 0.60 0.27 47 1/4 - 42 1/4 47 7/8 - 421/8

Fourth 433 218 40 0.58 0.27 50 7/8 - 42 3/8 517/8 - 42
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SELECTED FINANCIAL DATA

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

Operations 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998
Net Sales $1262 1279 1,366 1496 1,658 1,628 1,680 1,807 1841 1,024
Gross Profit $ 546 584 645 719 791 790 824 880 904 979
Operating Income $ 208 225 223 234 255 240 268 274 287 307
Net Income $ 144 93 145 146 156 129 149 160 169 185

Weighted Average Shares used to

calculate Earnings Per Share

- Basic 83.9 839 83.3 827 827 787 69.0 69.0 69.0 68.9
- Diluted 83.9 839 83.3 827 827 787 69.0 69.0 69.0 69.0

Earnings Per Share
- Basic and Diluted $1.72 1.10 1.74 176 188 163 215 231 245 2.67

Cash Dividends Paid
Per Common Share $051 0.63 0.72 078 086 093 097 1.02 1.06 1.10

Invested Capital

Average Invested Capital $ 671 704 743 823 925 900 835 875 929 948
Average Common

Stockholders' Equity $ 493 564 616 686 765 629 493 578 671 756
Total Assets $1,003 1,021 1,083 1,194 1,311 1,234 1,286 1,381 1,428 1,494
Long-Term Debt $ 115 114 112 114 154 299 247 211 63 50

Other Key Measures

Gross Margin 43.3% 45.7% 47.2% 48.1% 47.7% 485% 49.1% 48.7 % 49.1% 50.9%

Operating Margin 16.5% 17.6% 16.4% 15.6% 15.4% 14.8% 15.9% 15.2 % 15.6% 15.9%

Effective Tax Rate 36.0% 48.7% 33.8% 34.6% 35.6% 37.4% 39.8% 37.8 % 38.0% 37.6%

Return on Average

Invested Capital 23.8% 14.6% 20.5% 18.8% 18.0% 15.4% 19.5% 19.7 % 19.4% 20.4%

Return on Average Common

Stockholders' Equity 29.2% 16.3% 23.5% 21.3% 20.4% 20.4% 30.1% 275 % 252% 24.3%

Total Long-Term Debt to

Total Long-Term Capital 17.2% 16.1% 145% 13.4% 15.9% 39.2% 31.1% 25.0 % 8.0% 5.7%

Total Cash Dividends

Paid to Net Income 29.8% 57.4% 41.7% 44.4% 45.8% 57.5% 45.3% 44.2 % 43.3% 41.2%

Cash Flows from Operations $ 138 125 134 156 193 221 197 167 176 220

EBITDA $ 239 259 256 271 299 286 311 320 337 358
Notes:

1. Includes the operations of Fetzer VineyardsBadsk International Designs Ltd., since their asifjioins on August 31, 1992, and July 2,
1991, respectively.

2. Fiscal 1994 net income and earnings per share reduced by $32 million and $0.41, respectivigtyn the cumulative effect of
accounting changes. Fiscal 1990 net income andnggrper share were increased by $12 million anti4f@espectively, from the cumulati
effect of accounting changes.

3. On October 15, 1993, the company sold Brown-RBorBnterprises, its credit card processing opersti@sulting in an after-tax gain of
$18 million.

4. On January 31, 1989, the company sold the UaBketing rights for Martell Cognacs resulting inater-tax gain of $22 million.

5. Fiscal 1990 net income was reduced $60 milloreflect the write-down of intangible assets ofif6eia Cooler.

6. Weighted average shares, earnings per shareashdlividends paid per common share have beestadjfor a 3-fort common stock spl
in fiscal 1994.

7. Return on Average Invested Capital is definethasum of net income (excluding extraordinarygg and after-tax interest expense,
divided by average invested capital. Average iragsapital is the sum of all interest-bearing detat preferred and common equity.

8. Return on Average Common Stockholders' Equitdefined as the sum of income applicable to comstook divided by average common
stockholders' equity.

9. Total Lon(-Term Debt to Total Lor-Term Capital is defined as lo-term debt divided by the sum of Ic-term debt and preferred a



common equity.

10. EBITDA is defined as earnings before interstes, depreciation and amortization, and as syotesents a measure of the company's

liquidity. It should be considered in addition bmt not as a substitute for, other measures ohéig performance in accordance with
generally accepted accounting principles.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

In the discussion below, and in the Chairman'siette discuss Brown-Forman's consolidated findroiadition and results of operations for
the fiscal years ended April 30, 1996, 1997 and199e also discuss factors that may affect the @myg future financial condition. Please
read this section along with Brown-Forman's comlstéd financial statements for the year ended A®;l1998, and the related notes.

When we make forward-looking statements about Br&@rman's anticipated financial performance, bussn@ospects, new products, or
similar matters, we do not guarantee that the tegudlicated will actually be achieved. The Privagezurities Litigation Reform Act of 1995
provides a safe harbor for forward-looking statetaefo comply with the terms of the safe harborhaee prepared a non-exclusive list of
important risk factors that could cause our actesllts to differ materially from anticipated rasulYou can find this list in Part I, Item 7 of
the company's Annual Report on Form 10-K, into \wfthis discussion is incorporated by reference.

CONSOLIDATED SALES AND EARNINGS
Fiscal 1998 Compared to 1997

Net sales reached record levels in fiscal 1998y $83 million, or 5%. Sales of wines and spiiitsreased 3%, as solid growth of Ji
Daniel's and wines was tempered by a decline esga frozen cocktails. Revenues from the conswtaebles segment improved 9%,
reflecting strong growth by the Lenox Collectionsedt marketing division as well as higher salefireg china dinnerware and luggage
products.

Net Sales
Dollars in Millions
1996 1997 1998
Wine and Spirits $1,294 $1,347 $1,385
Consumer Durables 513 494 539
Total $1,807 $1,841 $1,924
Total change +8% +2% +5%

International sales of $347 million were up 5%istél 1998, despite a significant strengtheninthefU.S dollar. Growth outside the U.S.
reflects our successful efforts to expand the irggonal distribution of Brown-Forman's leadingrta. Sales outside the United States
represented 18%, 21% and 21% of our revenues @irgexcise taxes) during fiscal 1996, 1997 andB188spectively.

Gross profit performance is a key measure by whielgauge the quality of volume growth. Fiscal 1§8&ss profit improved 8%,
significantly exceeding the rate of sales growth f@&using our marketing efforts on high-marginguots and realizing manufacturing
efficiencies, we have steadily improved the compmgyoss margin from less than 40% in fiscal 1@88darly 51% in fiscal 1998.

Gross Profit

Dollars in Millions

1996 1997 1998
Wine and Spirits $62n2“ $662 ;;-13
Consumer Durables 258 242 266
Total m$:880 $904 $979
Total change o +7% o +3% _;50}3

Operating income for fiscal 1998 improved $20 rillj or 7%. Profits from wine and spirits grew $1#liom, reflecting higher volumes, prit
increases and manufacturing efficiencies, allowiregcompany to increase its investment in brantlimgj and international expansion
initiatives. The consumer durables segment achiev&sl million increase in operating income, reflegiprofitable growth of Lenox
Collections and fine china dinnerware.

Operating Income

Dollars in Millions

1996 1997 1998
Wine and Spirits $262 $273 $289
Consumer Durables 27 30 35
Corporate (15) (16) a7)
Total $274 $287 $307

Total change +2% +5% +7%
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Earnings per share reached a record $2.67, up @¥diseal 1997. Earnings growth resulted from inyaw operating income, lower interest
expense and a slightly more favorable effectivertde.

1996 1997 1998
Earnings Per Share $2.31 $2.45 $2.67
Change +7% +6% +9%

Fiscal 1997 Compared to 1996

Net sales grew $34 million, or 2%, in fiscal 19%ales of wine and spirits increased 4% resultinojmfworldwide growth of Jack Daniel's a
premium wine brands, partially offset by sharplwés sales of frozen cocktail products. Sales frbendonsumer durables segment declined
4%, primarily reflecting a planned contraction afrlox Collections.

Operating income improved $13 million, or 5%, darfiscal 1997. A 4% increase in operating inconretfie wine and spirits segment
resulted from strong worldwide growth of Jack Ddisiand our premium wine brands, partially offsgtsharply lower sales of frozen cocki
products and by investments associated with oarnational expansion initiative. Operating incoraethe consumer durables segment
increased 11% in fiscal 1997, largely reflectingbound in profits at Lenox Collections.

Earnings per share grew 6% over fiscal 1996 to3pet share, reflecting higher operating incomelangér interest expense.
SHAREHOLDER VALUE ADDED

Brown-Forman's foremost goal is to increase thaevaf our shareholders' investment. To assist aslieving this objective, we gauge
performance and compensate our management basetheasure we call Shareholder Value Added (SVARA 8presents the company's
after-tax operating income less our cost of capithich recognizes not only the profits generatgdhie company but also the investment
required to produce those profits.

Dollars in Millions

1996 1997 1998
Shareholder Value Added $80 $84 $94
Change +7% +4% +12%

During the three years ended April 30, 1998, SVéraéased at an annual compound rate of 8%. Stra¥ggt@wth in fiscal 1998 SVA
reflects the leverage gained from expanding opggatarnings at a faster rate than invested capital.

Return on average invested capital increased fréd to 20.4%, reflecting continued growth in ptofind careful management of invested
capital.

1 996 1997 1998

Return on Average Invested Capital 1 9.7% 19.4% 20.4%
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Return on average common stockholders' equity belineéd over the past three years, reflecting seraf free cash flow to reduce debt as a
percentage of the company's total capital structure

1 996 1997 1998

Return on Average Common Stockholders' Equity 2 7.5% 25.2% 24.3%

COMPANY OUTLOOK

We believe the outlook for Brown-Forman's growtkésy positive. Market conditions for premium wiaed spirits brands remain promising
and, in order to capitalize on these opportunitiesplan to further increase the marketing investsieehind our beverage brands. We will
continue to penetrate new markets by expandinglolyal sales, marketing and distribution resourassyell as develop new products within
promising market segments.

The outlook is also positive for our consumer digslbusiness. Lenox dominates the U.S. markeiderdhina dinnerware, and is creating
value for shareholders by capitalizing on its pduldsrand name. Continued focus will be placed enaloping categories which offer
significant growth opportunities, including prodsictesigned for casual dining and gift giving.

WINE AND SPIRITS SEGMENT

Summary of Operating Performance
(Expressed in millions, except percentages)

1996 1997 1998
Net Sales $1,294  $1,347 $1,385
% Change 14% 4 % 3%
Gross Profit $ 622 $ 662 $ 713
% Change 14% 6 % 8%
Advertising Expenses $ 160 $ 174 $ 197
% Change 24% 9 % 13%
SG&A Expenses $ 200 $ 215 $ 227
% Change 15% 8 % 5%
Operating Income $ 262 $ 273 $ 289
% Change 8% 4 % 6%
Net Income $ 167 $ 173 $ 183
% Change 8% 3 % 6%
EBITDA $ 286 $ 301 $ 318
% Change 7% 5 % 5%
Gross Margin 48.1% 49.2 % 51.5%
Operating Margin 20.2% 20.3 % 20.8%

Fiscal 1998 Compared to 1997

Net sales grew $38 million, or 3%, driven by recsades for the Jack Daniel's family of brands aetz&r. Fiscal 1998 results also include
first full year of sales for Finlandia and Michet®&d, brands added to our U.S. portfolio in fist@97. Partially offsetting these gains were a
continued decline in frozen cocktail sales and lowBumes for Canadian Mist.

A key growth initiative for Brown-Forman has beenaccelerate expansion into international markdtiough tempered by the stronger
dollar, beverage sales outside the U.S. grew 5fiséal 1998. International sales in both fiscal 72@%d 1998 represented 28% of total wine
and spirits sales excluding excise taxes.
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Wine and Spirits Geographic Sales Mix
(excluding excise taxes)

Dollars in Millions

1996 1997 1998
u.s. $ 749 $ 760 $ 784
International 282 330 347
Total $1,031 $1,090 $1,131

Gross profit expanded at a much stronger paceghlas, growing 8% in fiscal 1998. Price increaf®syrable product mix and manufactur
efficiencies combined to improve the gross margindur wine and spirits segment from 49.2% to 51.5%

Advertising expenses grew 13%, reflecting a sulbstiincrease in consumer spending to support éskeddl brands such as Jack Daniel's and
Fetzer, as well as new brands like Finlandia. Sgllgeneral and administrative expenses increadegdmarily reflecting further investment
in the sales infrastructure for international mske

Operating income increased 6%, as the operatingiméor wine and spirits improved from 20.3% to&%. Net income also increased 6%,
reflecting operating growth as well as a reductiothe segment's effective tax rate from 36.8%6&%.

Fiscal 1997 Compared to 1996

Net sales grew $53 million, or 4%, primarily refieg a strong performance by Jack Daniel's. Alsatidouting to segment sales growth we
significant increase in revenues from the FetzetlaBand Korbel wine brands, largely as a resuftride increases during the year. These
positive results were partially offset by signifitly lower sales of Tropical Freezes, a line ok&p cocktails introduced in fiscal 1996.

Gross profit margin increased from 48.1% to 49.B8flecting price increases, a favorable product amd lower costs.

Advertising expenses grew 9% as the company inetegigending in support of its major brands, priakdypJack Daniel's and Southern
Comfort. Selling, general and administrative expsn®se 8%, primarily reflecting investments assed with the company's strategy to
expand our brands into new international markets.

Operating income increased 4%, largely as a restiigher profits from Jack Daniel's and our premiwine brands. These gains were
partially offset by lower sales of frozen cocktaitsd by investments in international markets. Nebine grew 3%, reflecting operating
growth, partially offset by an increase in the segtis effective tax rate from 36.3% to 36.8%.

Business and Social Environment for Spirits and Wies

The business environment for spirits and winesrangly influenced by societal attitudes towardchéding and governmental policy reflecting
those attitudes. While in most societies the mgjai people either consume beverage alcohol onawmtral regarding its use, a minority
oppose drinking. Opponents of beverage alcohotallyi seek to reduce the number of outlets for,galécrease the shelf price through
higher taxes and to impose restrictions on adwegtis

Brown-Forman strongly opposes abusive drinking @mtributes significant amounts of money to progaimed at understanding and
curbing alcohol abuse. We also support and abideohyntary industry marketing and advertising gliites. Brown-Forman and other
beverage alcohol producers are in the forefromtnaburaging responsible consumption of their prtsland in warning against alcohol abt
The sale of spirits and wines takes place agdiesbackdrop of this debate about the proper roleewérage alcohol in society.

Distillers and vintners, such as Brown-Forman, deetompete vigorously in the marketplace and tiqut the rights of adult consumers to
purchase their products. In the U.S. and in intiiwnal markets, Brown-Forman participates in tradsociation activity with other distillers
and vintners to work for a more favorable politiaald social environment for the sale of our prosluict the U.S., Browr=orman is a memb
of the Distilled Spirits Council of the United Statand The Wine Institute, organizations which @epounitive legislation and seek to obtain
fair treatment for the company and its consumearmil&ly, Brown-Forman works to secure favorablgiftative and regulatory treatment in
foreign markets, including open access to foreigmkets for U.S.-made spirits and wines.

Beverage alcohol sales are particularly sensitiM@igher tax rates. In Brown-Forman's largest matke U.S., no federal legislation is
currently pending to increase federal excise talasa future tax increase cannot be ruled outil&ily, there are periodic efforts to increase
beverage alcohol taxes at a state level. Whileethas been discussion (and legislation introduttedan television advertising of spirits in
U.S., nothing has come of it. However, most TV rekg and local affiliated stations currently deeliio accept distilled spirits advertising.

Outside the U.S., the beverage alcohol markesis affected by tax rates and advertising restristidut the impact of those policies in any
one market is not significant to the company's aldausiness
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The creation of the European Union and the consgalinination of trading barriers and adoptioradgfingle currency affect Brown-
Forman's business in Europe. These changes majdramthe spirits and wines distribution systenkimope, which is built on a country
basis, by encouraging cross-border sales. Browm&otis not a significant owner of European distidrucompanies, but we may find
pressure on the retail sales price of our prodoetause of increased cross-border competition.

In the publicity surrounding the class action titigation against the tobacco companies in the. dril the U.K. (and accompanying U.S.
legislation to implement a proposed tobacco setlgin some commentators have suggested that otthestries, such as alcohol, fast foods
and automobiles may be next. To our knowledge uct §itigation is pending against Brown-Forman oy ather alcohol producer. Our view
is that there are very significant differences lestwtobacco and beverage alcohol that make sigdtilin, if filed, unlikely to be successful.
Beverage alcohol, when used as intended, is natfhhto otherwise healthy consumers. Indeed, sistnand health care experts report that
beverage alcohol may have positive cardiovascudatltih benefits when consumed by otherwise healtimtsa Although Brown-Forman does
not recommend that consumers drink beverage aldohbkalth reasons, the potential health benefitesponsible beverage alcohol
consumption are an important distinction betweentadl and tobacco. The drinking of beverage alcétro$ocial, ceremonial and religious
purposes is deeply interwoven, since Biblical timie® the traditions of many societies. The dasgdralcohol abuse are commonly known
and have never been concealed by alcohol produgeverage alcohol producers have been in the furetf encouraging responsible
consumption of their products and in warning agaahsohol abuse. Lastly, the content, manufactuarketing and sale of beverage alcohol
are subject to stringent regulation by the statbfaderal governments, including the placementeadith warning labels on the container.

The recent merger of Grand Metropolitan and Guismesated United Distillers & Vintners, by far tlaegest global spirits company. Ther
speculation about further consolidation of the mafirits companies. Although there is fierce cotitjpemn among the different major spirits
producers, these companies also act as distribigioesich other's products in different markets.iRstance, United Distillers & Vintners
distributes Jack Daniel's and Southern Comforh@W.K. and Bacardi distributes our spirits produntmost of continental Europe. Althou
the consolidation of spirits producers could th&éoadly hinder the distribution and marketing ofr@pirits products, to date that has not
happened and it seems unlikely to do so. As Bréamman generally does not own major distributiompanies, our products are sought ¢
for distribution by other major companies and wpeet that to continue.

CONSUMER DURABLES SEGMENT

Summary of Operating Performance
(Expressed in millions, except percentages)

1996 1997 1998
Net Sales $513 $494 $539
% Change (5%) (4%) 9%
Gross Profit $258 $242 $ 266
% Change (7%) (6%) 10%
Advertising Expenses $71 $55 $ 63
% Change (2%) (22%) 14%
SG&A Expenses $160 $157 $ 168
% Change (4%) (2%) 7%
Operating Income $27 $ 30 $ 35
% Change (29%) 11% 17%
Net Income $14 $16 $ 19
% Change (29%) 16% 23%
EBITDA $48 $ 51 $ 56
% Change (17%) 6% 11%
Gross Margin 50.3%  48.9% 49.4%
Operating Margin 5.3% 6.1% 6.6%

Our consumer durables segment includes fine cbhigatal, silver, pewter and luggage products madkender the Lenox, Dansk, Gorham,
Kirk Stieff and Hartmann brand names.

Fiscal 1998 Compared to 1997

Net sales grew $45 million, or 9%, led by stron¢uwee gains in the direct mail and catalog busirddsenox Collections. Sales of fine chi
to department stores increased modestly duringdhe as did sales of tableware and giftware floencompany's retail division. Sales of
Hartmann Luggage grew at a double-digit rate ferytear, attributable to product line innovationd aggressive marketing efforts.

Gross profit increased $24 million and improvedgercentage of net sales from 48.9% to 49.4%gatiflg a greater mix of sales from
Lenox Collections products which carry higher masgi

Advertising expenses grew 14% due primarily toéased spending by Lenox Collections. Selling, gdraard administrative expenses rose
7%, reflecting a slower rate of growth than sales gross profit.

Operating income improved 17%, driven largely befipgains for Lenox Collections and the compamgtsil stores. Net income grew 23%,
reflecting operating growth as well as a reductiothe segment's effective tax rate from 47.5%53®%.
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Fiscal 1997 Compared to 1996

Net sales declined $19 million, or 4%, in fiscaBI9primarily reflecting a planned contraction anlbx Collections, as well as a decline
sales of fine china to department stores. Revefmagsour Lenox and Dansk retail stores improveddgplwith same store sales up 10% over
fiscal 1996.

Gross profit decreased $16 million in fiscal 19@rgely attributable to the contraction of Lenoxl€ctions and lower sales of fine china to
department stores.

Advertising expenses declined 22% due primarilihecontraction of Lenox Collections. Selling, get@nd administrative expenses did not
change significantly from fiscal 1996.

Operating income increased $3 million, or 11%, ity as a result of improved profitability of tisealed-down Lenox Collections business.
Segment profits were also enhanced by strongeuoossdemand at our retail stores. Net income gigds, Teflecting the net impact of the
factors discussed above as well as a reductidmeisegment'’s effective tax rate from 49.6% to 47.5%

LIQUIDITY AND CAPITAL RESOURCES

Our cash flows from operations continue to provitee than adequate capital to meet operating guithtaxpenditure requirements and |
dividends. We consider our ability to internallyngeate cash to be a significant financial strength.

Free cash flow is the cash remaining from operatafter satisfying business reinvestment oppoiigsliA consolidated statement of cash
flows is summarized as follows:

(Expressed in millions)

1996 1997 1998

EBITDA $ 320 $ 337 $ 358
Interest expense, net 17) (14) (11)

Taxes on income 97) (104) (111)
Other (39) (43) (16)
Cash from operating activities 167 176 220
Cash used for investing activities (67) (56) (46)
Free cash flow 100 120 174
Dividends (71) (73) (76)
Reduction of debt (37) (43) (61)

Acquisition of treasury stock - - (17)

Cash used for financing activities  (108) (116) (154)

Increase (decrease) in cash $ (8) $ 4 $ 20

Cash provided by operations increased $44 milliofisical 1998, primarily reflecting higher net imoe and an increase in accounts payable
and accrued expenses. Cash used for investingtadgtigeclined $10 million in fiscal 1998, reflewgi lower outlays for capital expenditures
well as proceeds received from the sale of manuifex assets.

During fiscal 1998, Brown-Forman repurchased 310 $lares of its Class B common stock on the opekahat a cost of $17 million to
fund the company's stock option plans. The compateyds to continue to acquire its common shardiseropen market for this purpose.

Cash provided by operations increased $9 milliofisical 1997, mainly attributable to higher netanee for the year. Cash used for investing
activities in fiscal 1997 primarily reflected cagliexpenditures to expand manufacturing and oficdities and enhance the company's
information systems.

We have a $300 million revolving credit agreeméat expires in fiscal 2003. At April 30, 1998, wadmno outstanding borrowings under
agreement. At April 30, 1998, we had $220 millidrunused debt capacity on our $250 million sheajisgation, which was filed with the
Securities and Exchange Commission in fiscal 1994.

CAPITAL EXPENDITURES

We invested $59 million in property, plant and gumeént in fiscal 1996, $55 million in fiscal 199hda$44 million in fiscal 1998. These
expenditures primarily reflect the expansion andlernization of company-wide production facilities.

Capital Expenditures
Dollars in Millions



1996 1997 1998

Wine and Spirits $43 $40 $31
Consumer Durables 16 14 13
Corporate - 1 -

Total $59 $55 $44
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Capital expenditures for fiscal 1999 are expectealproximate $55 million, primarily for expandiagd enhancing our production facilities.
Fiscal 1999 capital expenditure requirements apeebed to be met with internally generated funds.

We have conducted a comprehensive review of oornmdition systems to identify those systems whick beaffected by the "Year 2000"
issue and we have developed an implementationtpleesolve the issue. In preparing our system##®year 2000, we expect to incur
internal staff costs as well as external consuléing other costs over the next two fiscal yearg. ddst of new systems software will be
capitalized. Other costs of the project will be exped as incurred.

Because we have replaced or updated many of canniaftion systems in recent years, the costs tadetied in addressing the Year 2000
issue are not expected to be significant and, #mesnot expected to have a material impact orfioancial condition, results of operations or
cash flows. This expectation assumes that ouriegiftrecast of costs to be incurred contemplallesignificant actions required and that we
will not be obligated to incur significant Year ZDfelated costs on behalf of our customers or senspl

DIVIDENDS

Quarterly dividends were increased 4% in fiscal8L&9$0.28, which results in an indicated annueaiddind of $1.12 per common share. The
increase was based on the expectation of contistnedg cash flow. Cash dividends paid as a pergerdéinet income were 41% in fiscal
1998, compared to 44% and 43% for fiscal 1996 &wdif 1997, respectively.

1 996 1997 1998

Cash Dividends Paid Per Common Share $1 .02 $1.06 $1.10

DERIVATIVE FINANCIAL INSTRUMENTS

As a result of the growth of our international mesis in recent years, Brown-Forman's foreign cagreeceipts exceed the company's foreign
currency payments. Accordingly, to the extent fhieign currency exposure is not hedged, the cogipaasults of operations and financial
position are negatively impacted by a weakeninfpagign currencies against the U.S. dollar andtpety impacted by a strengthening of the
foreign currencies.

We use foreign currency forward contracts and paset options, with durations of generally less thraa year, as protection against the risk
that the eventual U.S. dollar cash flows resulfiogn the sale and purchase of goods in foreigretuties will be adversely affected by
changes in exchange rates. While these hedgingiimshts are subject to fluctuations in value froowament in the foreign currency
exchange rates, such fluctuations are offset byllaage in value of the underlying exposures bbedged. We are not a party to leveraged
derivatives and do not hold or issue financialrinstents for trading purposes.

We had outstanding foreign currency forward anctipased option contracts, hedging primarily GermankpSpanish peseta, British pound
and Japanese yen revenues, with notional amouatsgp$28 million, $40 million and $84 million &fpril 30, 1996, 1997 and 1998,
respectively. The company's credit exposure istdichto the fair value of the contracts (which dad exceed $1 million at April 30, 1996,
1997 and 1998) rather than the notional amounts.cBimpany does not obtain collateral or other $gctar support the contracts. However,
the contracts are entered into with major finanicistitutions, thereby decreasing the risk of drémfis.

MARKET RISKS

The company holds debt obligations, foreign curyeeward and option contracts, and commaodity fatoontracts which are exposed to risk
from changes in interest rates, foreign currencharge rates and commaodity prices, respectivelyhdve established policies, procedures
and internal processes governing the managemehésé market risks. As of April 30, 1998, the expedo these market risks is not
considered material.

ENVIRONMENTAL

Along with other responsible parties, we face emwinental claims resulting from the cleanup of seM&aste deposit sites. We have accrued
our estimated portion of cleanup costs and expdetrehe other responsible parties or insuranat@r the remaining costs. We believe that
any additional costs incurred to satisfy environtakalaims will not have a material adverse effatthe company's financial condition,
results of operations or cash flows.
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Brown-Forman Corporation
CONSOLIDATED STATEMENT OF INCOME

(Expressed in millions, except per share amounts)

Year Ended April 30, 19 96 1997 1998
Net sales $1, 807 $1,841 $1,924
Excise taxes 263 257 255
Cost of sales 664 680 690
Gross profit 880 904 979
Advertising expenses 231 229 260
Selling, general and administrative expenses 375 388 412
Operating income 274 287 307
Interest income 3 3 3
Interest expense 20 17 14
Income before income taxes 257 273 296
Taxes on income 97 104 111
Net income $ 160 $ 169 $ 185
Earnings per share - basic and diluted $2 .31 $2.45 $2.67

The accompanying notes are an integral part of¢imsolidated financial statements.
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Brown-Forman Corporation
CONSOLIDATED BALANCE SHEET

(Expressed in millions, except share and per stia@unts)

April 30, 1996 1997 1998
Assets
Cash and cash equivalents $54 $58 $78
Accounts receivable, less allowance for doubtful ac counts

of $13 in 1996, $10 in 1997 and $11 in 1998 257 263 265
Inventories:

Barreled whiskey 167 176 187

Finished goods 169 172 179

Work in process 59 66 88

Raw materials and supplies 38 37 48

Total inventories 433 451 502

Other current assets 24 30 24
Total Current Assets 768 802 869
Property, plant and equipment, net 281 292 281
Intangible assets, less accumulated amortization

of $108 in 1996, $120 in 1997 and $130 in 1998 259 254 250
Other assets 73 80 94
Total Assets $1,381 $1,428 $1,494

The accompanying notes are an integral part o€disolidated financial statements.
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April 30, 1996 1997 1998

Liabilities

Commercial paper $ 50 $155 $107
Accounts payable and accrued expenses 223 209 233
Current portion of long-term debt 6 7 7
Accrued taxes on income 3 6 8
Deferred income taxes 21 22 27
Total Current Liabilities 303 399 382
Long-term debt 211 63 50
Deferred income taxes 127 136 150
Accrued postretirement benefits 52 54 55
Other liabilities and deferred income 54 46 40
Total Liabilities 747 698 677

Stockholders' Equity

Capital Stock:

Preferred $0.40 cumulative, $10 par value, redeem able
at company's option at $10.25 per share plus un paid
accrued dividends; 1,177,948 shares authorized and
outstanding 12 12 12

Class A common stock, voting, $0.15 par value;

authorized shares, 30,000,000;

issued shares, 28,988,091 4 4 4
Class B common stock, nonvoting, $0.15 par value;

authorized shares, 60,000,000;

issued shares, 40,008,147 6 6 6
Retained earnings 616 712 821
Cumulative translation adjustment 4) 4 (9

Treasury stock, at cost

(310,000 Class B common shares in 1998) - - (17
Common Stockholders' Equity 62-2 ------ 7 -18 ------ 8 E)S
Total Stockholders' Equity 63-4 ------ 7 -30 ------ 8 -17
Total Liabilities and Stockholders' Equity $13:81$1-42-8$:1494
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Brown-Forman Corporation

CONSOLIDATED STATEMENT OF CASH FLOWS

(Expressed in millions; amounts in brackets areicédns 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
Accrued postretirement benefits
Other liabilities and deferred income

Cash provided by operating activities

Cash flows from investing activities:
Additions to property, plant and equipment
Disposals of property, plant and equipment
Investment in affiliate, net of cash acquired
Other

Cash (used for) investing activities
Cash flows from financing activities:
Net change in commercial paper
Proceeds from long-term debt
Reduction of long-term debt
Dividends paid
Acquisition of treasury stock
Cash (used for) financing activities
Net increase (decrease) in cash and cash equivalent

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

1996 1997 1998
$160 $169 $185

37 41 42

9 9 9

26 10 19
6 0
8  © @
(40) (24) (52)
@ @ 7

8 149 24

3 4 2

1 2 1

4 MmO
167 176 220
(59 (55) (44)

3 3 13

® - -

@ @ @5
67) (56) (46)
(60 (39) (48)
30 1
UGN
(71) (73) (76)
- - an
108) (116) (154)
® 4 20
62 54 58
$54 $58 $78

The accompanying notes are an integral part of¢imsolidated financial statements.
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Brown-Forman Corporation
CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY

Years Ended April 30, 1996, 1997 and 1998
(Expressed in millions, except per share amounts)

Common Stock C umulative
P referred Class Class Retained Tr anslation Treasury
Total Stock A B Earnings A djustment Stock
Balance, April 30, 1995 $ 546 $12 $4 $6 $ 527 $(3) $--
Net income 160 160
Cash dividends
Preferred, per share $0.40 1) 1)
Common, per share $1.02 (70) (70)
Foreign currency translation
adjustment 1) 1)
Balance, April 30, 1996 634 12 4 6 616 4)
Net income 169 169
Cash dividends
Preferred, per share $0.40 1) 1)
Common, per share $1.06 (72) (72)
Balance, April 30, 1997 730 12 4 6 712 4) -
Net income 185 185
Cash dividends
Preferred, per share $0.40 1) 1)
Common, per share $1.10 (75) (75)
Foreign currency translation
adjustment (5) (5)
Acquisition of treasury stock
(310,000 Class B common shares) (17) 17)
Balance, April 30, 1998 $817 $12 $4 $6 $821 $(9) $(17)
The accompanying notes are an integral part of the consolidated financial

statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions, except per share and per@p@amounts)

1. ACCOUNTING POLICIES

Principles of Consolidation

The consolidated financial statements include tu®ants of all majority-owned subsidiaries. Invesits in affiliates in which the company
has the ability to exercise significant influenbat not control, are accounted for by the equityhod. All other investments in affiliates are
carried at cost. Intercompany transactions areirgitad.

Cash Equivalents
Cash equivalents include demand deposits with banéisall highly liquid investments with original toéaties of three months or less.

Inventories
Inventories are stated at the lower of cost or mtarkpproximately 86% of consolidated inventories walued using the last-in, first-out
(LIFO) method. All remaining inventories are valugging the first-in, first-out and average costmoels.

If the LIFO method had not been used, inventoriesldhave been $85, $98 and $104 higher than egaitApril 30, 1996, 1997 and 1998,
respectively.

A substantial portion of barreled whiskey will fm sold within one year because of the duratiah@fging process. All barreled whiskey is
classified as a current asset in accordance withsitny practice. Bulk wine inventories are classifas work in process.

Warehousing, insurance, ad valorem taxes and o#ireying charges applicable to barreled whiskeyirsekeided in inventory costs.

Long-Lived Assets
Property, plant and equipment are stated at costigton for depreciation is made on the basisstiheated useful lives of depreciable assets,
principally using the straight-line method.

Intangible assets, principally the excess of pusehaice over the fair value of identifiable nedets of acquired businesses, are stated at cost
less accumulated amortization. These assets angiaealousing the straight-line method over thetmeated useful lives, not exceeding forty
years.

Statement of Financial Accounting Standards (SHR&)121, "Accounting for the Impairment of Long-ked Assets and for Long-Lived
Assets to be Disposed Of," was adopted during 19B8S No. 121 requires long-lived assets and eeiti@ntifiable intangibles to be
reviewed for impairment value, based upon undistamlifuture cash flows, and appropriate losses t@begnized whenever the carrying
amount of an asset may not be recovered. The aoptiSFAS No. 121 did not have a material effectie consolidated financial
statements.

Revenue Recognition
The company recognizes revenue when goods areezhipp

Advertising Costs
Advertising costs are charged to expense as imtueseept for direct-response advertising costschwvare capitalized and amortized over
periods not exceeding one year.

Foreign Currency Translation

The U.S. dollar is the functional currency for siaingially all of the company's consolidated openadi For these operations, all gains and
losses from currency transactions are includeddorme currently. For certain foreign equity invesiis, the functional currency is the local
currency. The cumulative translation effects far gguity investments using functional currenciégpthan the U.S. dollar are included in
cumulative translation adjustment in stockholdegglity.

Earnings Per Share
SFAS No. 128, "Earnings per Share," which estabfistandards for computing and presenting earpiegshare, was adopted during 1998.
The adoption of SFAS No. 128 did not change thepgaog's previously-reported earnings per share.

Basic earnings per share (basic EPS) is calculadid) net income reduced by dividend requirementgreferred stock, divided by the
weighted average number of common shares outstquddiring the year. Diluted earnings per share {@l(EPS) is calculated in the same
manner, except that the denominator also includd&ianal common shares that would have been isgumdstanding stock options had b
exercised, as determined by application of thestrgastock method. Preferred stock dividend requénets were $0.5 in 1996, 1997 and 1¢
The weighted average number of shares used toladasic EPS was 68,996,238 for both 1996 and &8€ 68,933,284 for 1998. The
weighted average number of shares used to calalilated EPS was 68,996,238 for 1996, 69,013,904 997, and 68,987,157 for 1998.

Use of Estimates
The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdassats and liabilitiedisclosure of contingent assets and liabilitiethatdate of th:



financial statements, and the reported amountsvaues and expenses during the period. Actudtsesiwld differ from these estimates.

Reclassifications
Certain prior year amounts have been reclassifiegbbform with the current year presentation.
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Other

Statement of Position (SOP) 96-1, "EnvironmentahBeiation Liabilities," which was adopted by thengany effective May 1, 1997,
provides authoritative guidance for the recognitimeasurement and disclosure of environmental reatied liabilities in financial

statements. The adoption of SOP 96-1 did not hawatarial effect on the consolidated financialestatnts. See Note 13 for discussion of the
company's environmental commitments and contingsnci

SOP 98-1, "Accounting for the Costs of ComputertBafe Developed or Obtained for Internal Use," vgased in March 1998 and provides
authoritative guidance regarding the recognitionasts incurred for internal-use computer softw&@P 98-1 was retroactively adopted by
the company for costs incurred after May 1, 1987%m@couraged by the SOP. The adoption of SOP 98+otl have a material effect on the

consolidated financial statements.

In June 1997, the Financial Accounting Standardsr8¢FASB) issued SFAS No. 130, "Reporting Compnshe Income," which is
effective for fiscal years beginning after Decembgr1997. SFAS No. 130 requires companies toifyassms defined as "other
comprehensive income" by their nature in a findrati@ement, and to display the accumulated balahother comprehensive income
separately from retained earnings and additionialpecapital in the equity section of the balaisbeet. The adoption of SFAS No. 130 will
not have a material impact on the consolidatechfira statements.

In June 1997, the FASB issued SFAS No. 131, "Dgale about Segments of an Enterprise and Relatedration,” which is effective for
fiscal years beginning after December 15, 1997. SNA. 131 establishes standards for reporting imétion about a company's operating
segments and requires certain disclosures abarhpany's products and services, the geographis areehich it operates and its major
customers. Although the company has not deterntime@ffect that adoption of SFAS No. 131 may havéhe format of the consolidated
financial statement disclosures, it will have nfeef on the company's consolidated financial cooljitresults of operations or cash flows.

2. CREDIT FACILITIES The company has a $300 revodvcredit agreement with various domestic and matiéonal banks that expires in
fiscal 2003. The most restrictive of the agreemserivenants requires the company to maintain anmoimi level of net worth. At April 30,
1998, net worth exceeded the required level, aseltin the agreement, by $467. At April 30, 199& company had no outstanding
borrowings under this agreement. At April 30, 199® company also had available for issuance $28@lat securities under a shelf
registration filing with the Securities and Exchar@ommission.

3. DEBT At April 30, the company's long-term debnsisted of the following:

April 30, 1996 1997 1998
Commercial paper $144  $ ______ $ _
6.82% to 7.38% medium-term notes,
due 2005 30 30 30
11.25% notes, due through 1999 28 22 16
Variable rate industrial
revenue bonds, due through 2026 14 17 10
Other 1 1 1
7 70 57
Less current portion 6 7 7
$211 8 63 $50

At April 30, 1996, commercial paper of $144 wasssléied as long-term debt due to the credit avi&glalmder the long-term credit facilities
discussed in Note 2 and the company's intent toae€e those borrowings on a long-term basis. Ltengr debt payments of $7 and $8 are
required during 1999 and 2000, respectively. Natedthl debt payments are required through 2003hQeid for interest was $21 in 1996,
$18in 1997 and $15 in 1998. Excluding the effédhe interest rate agreement discussed belowyéighted average interest rates on
commercial paper were 5.4% at April 30, 1996 atdbat April 30, 1997 and 1998. The weighted averatgzest rates on the variable rate
industrial revenue bonds were 4.2%, 4.6% and 4838¢al 30, 1996, 1997 and 1998, respectively.

The company sold an option in 1990 to swap intewss that effectively eliminated the call featarecertain 9.375% notes for the period
April 1, 1995 to April 1, 1998. This option was esised April 1, 1995, effectively converting $100commercial paper from floating interest
rate obligations to 9.375% fixed rate obligatioasthe period April 1, 1995 to April 1, 1998. Thetimn on this swap was sold in order to
manage the level of fixed and floating rate debie premium received on the sale of this option &masertized as a reduction of interest
expense through April 1, 1998.

4. COMMITMENTS Rental payments for real estate,istgls, and office, computer and manufacturing eapgipt under operating leases
amounted to approximately $25, $28 and $28 for 19987 and 1998, respectively. The company has é¢oments related primarily to
minimum lease payments of $24 in 1999, $19 in 2880n 2001, $5 in 2002, $2 in 2003, and $3 theee:
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5. FOREIGN CURRENCY RISK MANAGEMENT AND DERIVATIVEFINANCIAL INSTRUMENTS The company uses foreign amcy
forward contracts and purchased options, with dumatof generally less than one year, as proteetigainst the risk that the eventual U.S.
dollar cash flows resulting from the sale and pasehof goods in foreign currencies will be advegraflected by changes in exchange rates.
While these hedging instruments are subject tadlt@ns in value from movement in the foreign enagy exchange rates, such fluctuations
are offset by the change in value of the underlgrgosures being hedged. The company is not a fmltyeraged derivatives and does not
hold or issue financial instruments for tradinggmses.

The company had outstanding foreign currency fodveard purchased option contracts, hedging prim&dyman mark, Spanish peseta,
British pound and Japanese yen revenues, withmedteomounts totaling $28, $40 and $84 at April 396, 1997 and 1998, respectively. The
company's credit exposure is limited to the falueaof the contracts (see Note 6) rather than ttiemal amounts. The company does not
obtain collateral or other security to support¢batracts. However, the contracts are enteredwittomajor financial institutions, thereby
decreasing the risk of credit loss.

6. FAIR VALUE OF FINANCIAL INSTRUMENTS The fair vale of cash and cash equivalents, short-term invegsrand commercial
paper approximates the carrying amount due toltbe snaturities of these instruments. The fair eabdfilong-term debt is estimated using
discounted cash flows based on the company's irsr&hborrowing rates for similar types of borrogén The fair value of foreign currency
contracts is based on quoted market prices. A caegraof the fair values and carrying amounts esthinstruments is as follows:

1997 1998
Carrying Fair Carrying Fair
Amount Value Amount Value
Assets:
Cash and
cash equivalents $58 $58 $78 $78
Foreign currency
contracts -- -- 1 1
Liabilities:
Commercial paper 155 155 107 107
Long-term debt 70 72 57 60
7. BALANCE SHEET INFORMATION
April 30, 1996 1997 1998
Property, plant and equipment
Land $ 17 $ 17 $17
Buildings 173 200 206
Equipment 404 421 423
594 638 646
Less accumulated depreciation 313 346 365
$281 $292 $281
Accounts payable
and accrued expenses
Accounts payable, trade $ 74 $ 83 $90
Accrued expenses:
Compensation and commissions 40 42 50
Excise and other non-income taxes 17 19 18
Interest 6 5 4
Advertising 29 14 19
Other 57 46 52
149 126 143
$223 $ 209 $233
8. TAXES ON INCOME Taxes on income are composetheffollowing:
1996 1997 1998
Current:
Federal $54 $76 $73

Foreign 5 6 5



State and local 12 12 14

71 94 92
Deferred:
Federal 21 7 16
State and local 5 3 3
26 10 19
$97 $104 $111
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United States and foreign components of incomerbéf@ome taxes are as follows:

1996 1997 1998
United States $229 $237 $261
Foreign 28 36 35

$257 $273 $296

The following is a reconciliation of the effectitex rates with the United States' statutory rate:

Percen t of Income Before Taxes
1996 1997 1998
Statutory rate 35.0% 35.0% 35.0%
State taxes, net of U.S.
Federal tax benefit 4.1 4.0 3.7
Income taxed at other than U.S.
Federal statutory rate (2.2) (1.5) 1.7)
Tax benefit of Foreign
Sales Corporation (1.3) (0.9) (0.8)
Nondeductible amortization 1.2 1.1 1.0
Other, net 1.0 0.3 0.4
37.8% 38.0% 37.6%

Deferred tax assets and liabilities are composetefollowing:

April 30, 1996 1997 1998
Deferred tax assets:
Postretirement and other benefits $ 36 $ 38 $ 40
Accrued liabilities and other 15 20 16
Total deferred tax assets 51 58 56
Deferred tax liabilities:
Intercompany transactions 141 152 168
Property, plant and equipment 21 24 23
Undistributed foreign earnings 17 17 17
Pension plans 18 20 23
Other 2 3 2
Total deferred tax liabilities 199 216 233
Net deferred tax liability $148 $158 $177

Deferred income taxes were not provided on certatlistributed earnings ($59, $73 and $91 at Afijl196, 1997 and 1998, respectively)
of certain foreign subsidiaries because such uwilglised earnings are expected to be reinvestedinitddy overseas. If these amounts were
not considered permanently reinvested, additioatdrded taxes of approximately $20, $24 and $28dvbave been provided in 1996, 1997

and 1998, respectively.
Cash paid for income taxes was $65 in 1996, $94P87 and $90 in 1998.

9. POSTRETIREMENT BENEFITS OTHER THAN PENSIONS Témmpany provides certain health care and life awsce benefits for
eligible retirees.

The postretirement benefit expense includes tHeviiohg components:

1996 199 7 1998

Service cost of benefits earned $1 $ 1 $1



Interest cost on accumulated post-
retirement benefit obligation 3

The postretirement benefit liability includes tliidwing components:

1996 1997 1998

Actuarial present value of accumulated postretirgobligations:

Retirees $21 $2
Fully eligible active participants 1
Other active participants 21 1
43 4
Unrecognized net gain 9 1

Unrecognized prior service cost - -

Assumptions:
Discount Rate 7.0% 7.
Health care cost trend rates:

Present rate before age 65 7.7% 7.

Present rate age 65 and after 6.8% 6.

3%
6%

7.0%
6.3%

A 1% increase in the assumed health care cost tegadvould have increased the accumulated pastretint benefit obligation as of April
30, 1998 by $5 and the postretirement benefit espéor 1998 by $1. The company expects its healtl cost trend rates to gradually dec

to 5.0% by 2004 and remain level thereafter.
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10. PENSION PLANS The company has defined benefisn plans covering certain employees. The hisrfefi these plans are based
primarily on years of service and employees' pay netirement for salaried employees and statediatador each year of service for union
and hourly employees. The company also has unfupldes that provide retirement benefits in excésgualified plan formulas or regulata
limitations for certain employees. Net pension meancludes the following components:

1996 1997 1998
Benefit cost for service during the year $(7) $(9) $(9)
Interest cost on projected benefit obligation (17) (16) (18)
Actual return on plan assets 79 51 72
Net amortization and deferral (54) (23) (41)
Net pension income $1 $3 $4

The amounts included in the accompanying cons@aibtlance sheet were based on the funded statius pfans at January 31, 1997 and
1998 and are as follows:

1997 1998
Plan Assets Obligations Plan Assets Obligations
Exceed Exceed Exceed Exceed
Obligations Plan Assets Obligations Plan Assets
Actuarial present value of benefit obligations:
Vested benefit obligations $178 $21 $202 $27
Nonvested benefit obligations 11 2 13 2
Accumulated benefit obligations 189 23 215 29
Additional amounts related to assumed pay increa ses 32 6 35 5
Projected benefit obligations 221 29 250 34
Plan assets at fair value 339 7 398 9
Plan assets in excess of (less than) benefit obliga tions 118 (22) 148 (25)
Unamortized net (assets) obligations at date of ado ption (21) 2 a7) 2
Unrecognized net (gain) loss resulting from experie nce
different from that assumed and changes in actua rial assumptions (48) - (74) 2
Unrecognized prior service cost 4 5 3 5
Adjustment required to recognize minimum liability - ®3) - (6)
Prepaid (accrued) pension cost $53 $(18) $ 60 $(22)

The projected benefit obligation was determinedgisi weighted average discount rate of 7% for 19% for 1997 and 7% for 1998. The
weighted average rate of future compensation ise®aas 4% for 1996, 4.5% for 1997 and 4% for 1988.expected rate of return on plan
assets was 9.5% for 1996 and 10% for 1997 and T988plans' assets consist primarily of stockstamtls. The company's policy for
funded plans is to make contributions equal toreatgr than the requirements prescribed by the &meplRetirement Income Security Act.

34



11. BUSINESS SEGMENT INFORMATION The company's @tiems have been classified into two business saetgm@&ine and spirits, ar
consumer durables. The wine and spirits segmehidas the production, importing and marketing afieg and distilled spirits. The consul
durables segment includes the manufacture anad&alena, crystal, ceramic and crystal collectibkabser, pewter, luggage and leather
accessories.

Summarized financial information by business sedrf@l 996, 1997 and 1998 is as follows:

1996 1997 1998
Net sales:
Wine and Spirits $1,294 $1,347 $1,385
Consumer Durables 513 494 539
$1,807 $1,841 $1,924
Earnings before interest, taxes, depreciation and a mortization (EBITDA):
Wine and Spirits $ 286 $ 301 $ 318
Consumer Durables 48 51 56
Corporate (14) (15) (16)
$ 320 $ 337 $ 358
Operating income:
Wine and Spirits $ 262 $ 273 $ 289
Consumer Durables 27 30 35
Corporate (15) (16) (17)
$ 274 $ 287 $ 307
Total assets:
Wine and Spirits $ 835 $ 885 $ 914
Consumer Durables 480 470 483
Corporate 66 73 97
$1,381 $1,428 $1,494

Depreciation and amortization:

Wine and Spirits $ 24 $ 28 $ 29

Consumer Durables 21 21 21

Corporate 1 1 1
$ 46 $ 50 $ 51

Capital expenditures:

Wine and Spirits $ 43 $ 40 $ 31

Consumer Durables 16 14 13

Corporate -- 1 --
$ 59 $ 55 $ 44

Sales outside the U.S.:

Wine and Spirits $ 254 $ 304 $ 320
Consumer Durables 28 26 27
$ 282 $ 330 $ 347

There were no significant intersegment sales msfeas during 1996, 1997 or 1998. Operating incbgnbusiness segment excludes interest
income, interest expense, and unallocated corperqtenses. Corporate assets consist principattasti and cash equivalents, certain
corporate receivables, and other assets.

12. CONTINGENCIES In the normal course of busingasious suits and claims are brought against ¢imepany, some of which seek
significant damages. Many of these suits and cla@kes years to adjudicate, and it is difficult regict their outcome. In the opinion of
management, based on advice from legal counseg obthese suits or claims will have a materialeadeg effect on the company's
consolidated financial position, results of opemasi or cash flows.

13. ENVIRONMENTAL The company, along with other pegsisible parties, faces environmental claims regpfrom the cleanup of several
waste deposit sites. The company has accruediitsatsd portion of cleanup costs and expects aesponsible parties and insurance to
cover the remaining costs. The company believasatiyaadditional costs incurred by the company moll have a material adverse effect on
the company's consolidated financial position, ltesaf operations or cash flown
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14. STOCK OPTIONS Under the Brown-Forman Corpora@@nnibus Compensation Plan (the Plan), the compaaygrant stock options
and other stock-based incentive awards for a tth)500,000 shares of common stock to eligible legrges until April 30, 2005. All shares
delivered under the Plan will be issued from treastock acquired by the company.

Stock options are granted at an exercise pric@bless than the fair value of the underlying stonkhe date of the grant. Stock options
granted under the Plan generally become exercisditelea period of three years from the first daghe fiscal year of grant and expire seven
years thereafter. As of April 30, 1998, no otheck-based awards have been granted under the Plan.

The company applies Accounting Principles Boardn@pi No. 25, "Accounting for Stock Issued to Empmey," and related interpretations in
accounting for stock options. Accordingly, no comgation expense has been recognized. Had compensapense for the stock options
been determined based on the fair value at the dedas consistent with the methodology prescribeter SFAS No. 123, "Accounting for
Stock-Based Compensation," the company's net incoondd have been reduced by $0.3 in 1997 and $01998. The company's basic and
diluted earnings per share would have been redog&®.01 per share in 1997 and 1998.

The fair values of the options granted in 1997 3988 were $8.74 per option and $12.24 per optespectively. The fair values were
estimated using the Black-Scholes pricing modéhwhie following assumptions: risk-free interesesadf 6.7% in 1997 and 6.2% in 1998;
expected volatility of 19.1% in 1997 and 18.1% 898; expected dividend yields of 2.9% in 1997 ar&¥®?in 1998; and an expected life of 6

years in both 1997 and 19¢

The following table summarizes option activity fbe years ended April 30, 1997 and 1998. All otiare for an equivalent number of shi
of Class B common stock.

Weighted
Options Average
Outstanding Exercise Price
Balance, April 30, 1996 -- -

Granted 157,073 $36.13
Forfeited (4,589) 36.13
Balance, April 30, 1997 152,484 36.13
Granted 250,277 49.13
Forfeited (15,677) 42.09
Balance, April 30, 1998 387,084 44.29

The following table summarizes the status of stmgftons outstanding as of April 30, 1998, by exszqirice:

Remaining
Exercise Options Contractual
Price Outstanding Life (Years)
$36.13 144,000 8
49.13 243,084 9
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REPORT OF MANAGEMENT

We are responsible for the presentation of therinédion contained in the consolidated financialesteents and for its integrity and
objectivity. Our statements have been prepareddnralance with generally accepted accounting giesiand include amounts based on our
best estimates and judgments with appropriate deration given to materiality. We also preparedrétiated financial information and are
responsible for its accuracy and consistency wighfinancial statements.

The consolidated financial statements have beeitealioly Coopers & Lybrand L.L.P., independent actants. We have made available to
Coopers & Lybrand L.L.P. all the company's finahoigcords and related data, as well as the miraftetockholders', directors', and other
appropriate meetings. Furthermore, we believedahaepresentations made to Coopers & Lybrand L.HiRing the audit were valid and
appropriate.

We are responsible for establishing and maintainisgstem of internal control designed to proviggsonable assurance at reasonable cost
that financial records are reliable for preparimgificial statements and that assets are proparbuated for and safeguarded. The company
has an internal audit function that is intendegdrwvide a review and monitoring process that alltivescompany to be reasonably sure that
the system of internal control operates effectivilyaddition, as part of the audit of the finahsi@tements, Coopers & Lybrand L.L.P.
completed a study and evaluation of selected iatexocounting controls to establish a basis faanee thereon in determining the nature,
timing and extent of audit tests to be applied. Wdee considered the internal auditors' and Coagaad ybrand L.L.P.'s recommendations
concerning the system of internal control and haken actions that we believe are cost- effectivilaé circumstances to respond
appropriately to these recommendations. We betieateas of April 30, 1998, the system of intermattcol is adequate to accomplish the
objectives discussed herein.

We also recognize our responsibility for fosteringtrong ethical climate so that the company'sraféae conducted according to the highest
standards of personal and corporate conduct. €kjsonsibility is characterized and reflected indgbmpany's Code of Conduct, which is
publicized throughout the company. The Code of Qohdddresses, among other things, the necessitysofring open communication wit|
the company; the disclosure of potential conflaftinterests; the compliance with all applicablendstic and foreign laws, including those
relating to financial disclosure; and the maintereaof the confidentiality of proprietary informatioThe company has a systematic program
to assess compliance with the Code of Conduct.

The Board of Directors, through its Audit Committeemposed solely of directors who are not empleys#ehe company, meets with
management, the internal auditors and the indepgr@@eountants to ensure that each is properhhdiging its respective responsibilities.
Both the independent accountants and the inteutiiaas have free access to the Audit Committethaut management present, to discuss
the results of their work, including internal acoting controls and the quality of financial repogi

/sl Oasley Brown |1

Onsl ey Brown |1

Chai rman of the Board

and Chi ef Executive Oficer

/sl Steven B. Ratoff
Steven B. Ratoff

Executive Vice President
and Chief Financial Oficer

REPORT OF INDEPENDENT ACCOUNTANTS
BROWN-FORMAN CORPORATION

We have audited the accompanying consolidated balsineet of Brown-Forman Corporation and Subs&Baas of April 30, 1996, 1997 and
1998, and the related consolidated statementscofiie, stockholders' equity and cash flows for thary then ended. These financial
statements are the responsibility of the compangsagement. Our responsibility is to express aniopion these financial statements based
on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgeedhat we plan and perform the audit
to obtain reasonable assurance about whethemthedial statements are free of material misstaterdgnaudit includes examining, on a test
basis, evidence supporting the amounts and dis@lssn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememiell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referreadlbove present fairly, in all material respedts, ¢onsolidated financial position of Brown-
Forman Corporation and Subsidiaries at April 36,9997 and 1998, and the consolidated resuttsedf operations and their cash flows
the years then ended in conformity with generatiyegpted accounting principles.

/sl Coopers & Lybrand L.L.P.



Loui sville, Kentucky
May 27, 1998
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Exhibit 21

SUBSIDIARIES OF THE REGISTRANT

Percentag e State or

of Voting Jurisdiction
Name Securities O wned of Incorporation
Brown-Forman Beverages Australia Pty. Ltd. 100% Australia
Brown-Forman International F.S.C., Ltd. 100% U.S. Virgin Islands
Canadian Mist Distillers, Limited 100% Ontario, Canada
Early Times Distillers Company 100% Delaware
Fetzer Vineyards 100% California
Fratelli Bolla International Wines, Inc. 96% Kentucky
Hartmann, Incorporated 100% Delaware
Jack Daniel's Properties, Inc. 100% Delaware
Lenox, Incorporated 100% New Jersey
Mt. Eagle Corporation 100% Delaware
Norfolk Investments, Inc. 100% Q) Delaware
Dansk International Designs Ltd. 100% Q) New York
Brooks & Bentley Limited 100% (1) United Kingdom
Longnorth Limited 100% 2) Ireland
The Joseph Garneau Co., S.A. 100% 2) Switzerland
Chissick Limited 100% (2) (3) Ireland
Clintock Limited 100% (2) (3) Ireland
Lantone Limited 100% (2) (3) Channel Islands
Brown-Forman Mauritius, Limited 100% 3) Mauritius
Brown-Forman - W.S. Karoulias S.A. 75% 3) Greece
Pitts Bay Trading Limited 75% 3) Bermuda
Lantone Delaware, Inc. 100% (4) Delaware
Brown-Forman Beverages Worldwide,

Comercio de Bebidas Ltda. 100% (5) Brazil
Brown-Forman Worldwide, L.L.C. 100% 5) Delaware
Brown-Forman Beverages Africa, Ltd. 100% (6) Bermuda
Fratelli Bolla, S.p.A. 97% ©) Italy
Jack Daniel Distillery,

Lem Motlow, Prop., Inc. 100% (8) Tennessee
Drake Investments, Inc. 100% (8) Delaware

The above companies are included in the consotidatancial statements. The names of certain sidgd have been omitted which, if
considered in the aggregate as a single subsidianyld not constitute a significant subsidiary.

(1) Owned by Lenox, Incorporated.

(2) Includes qualifying shares assigned to Browrmtan Corporation.

(3) Owned by Longnorth Limited.

(4) Owned by Lantone Limited.

(5) Owned 99% by Brown-Forman Corporation and 1%&hbyly Times Distillers Company.

(6) Owned 99% by Clintock Limited and 1% by Longthoimited.

(7) Owned 54% by Fratelli Bolla International Winésc. and 43% by The Joseph Garneau Co., S.A.
(8) Owned by Jack Daniel's Properties, |



Exhibit 23
CONSENT OF INDEPENDENT ACCOUNTANTS

We consent to the incorporation by reference inrégéstration statements of Brown-Forman Corporatin Form S-3 (File Nos. 33-12413
and 33-52551) and Form S-8 (File Nos. 333-08311383338649), of our report dated May 27, 1998, onawudits of the consolidated
financial statements and financial statement sdeeafuBrown+orman Corporation and Subsidiaries as of April1386, 1997, and 1998, ¢
for the years ended April 30, 1996, 1997, and 1988¢h report is included in this Annual Reporteorm 10-K.

/sl Pricewat erhouseCoopers LLP
Loui sville, Kentucky
July 15, 1998



ARTICLE 5

This schedule contains summary financial infornragatracted from the Company's April 30, 1998 ArriReport and is qualified in its
entirety by reference to such financial statements.

MULTIPLIER: 1,000,000

PERIOD TYPE YEAR
FISCAL YEAR END APR 30 199
PERIOD START MAY 01 1997
PERIOD END APR 30 199
CASH 78
SECURITIES 0
RECEIVABLES 26E
ALLOWANCES 11
INVENTORY 502
CURRENT ASSET¢ 86¢
PP&E B4€
DEPRECIATION 36&
TOTAL ASSETS 1,49¢
CURRENT LIABILITIES 382
BONDS 50
PREFERRED MANDATORY 0
PREFERREL 12
COMMON 10
OTHER SE 79t
TOTAL LIABILITY AND EQUITY 1,49¢
SALES 1,92¢
TOTAL REVENUES 1,92¢
CGS 9451
TOTAL COSTS 9451
OTHER EXPENSES 0
LOSS PROVISION 0
INTEREST EXPENSE 14
INCOME PRETAX 29€
INCOME TAX 111
INCOME CONTINUING 18t
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 18t
EPS PRIMARY 2.672
EPS DILUTED 2.673

Lincludes excise taxes of $255 million.
2 Represents Basic EPS, calculated in accordanceSKi#t6 No. 128.
3 Represents Diluted EPS, calculated in accordantteSHAS No. 12¢

End of Filing
Powered By Iil}{i,-\[_{m

A

© 2005 | EDGAR Online, Inc.



