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                         PART I - FINANCIAL INFORMATION

ITEM 1 - FINANCIAL STATEMENTS

                                 SUSSEX BANCORP
                           CONSOLIDATED BALANCE SHEETS
                        (In Thousands, Except Share Data)
                                   (Unaudited)

ASSETS                                                    June 30, 2004   December 31, 2003
------                                                    -------------   -----------------

Cash and due from banks                                       $  12,387       $  11,301
Federal funds sold                                                4,990           4,195
                                                              ---------       ---------
   Cash and cash equivalents                                     17,377          15,496

Interest bearing time deposits with other banks                     500           3,500
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Securities available for sale                                    74,759          76,545
Federal Home Loan Bank Stock, at cost                               690             760

Loans receivable, net of unearned income                        144,275         134,374
   Less:  allowance for loan losses                               1,958           1,734
                                                              ---------       ---------
        Net loans receivable                                    142,317         132,640

Premises and equipment, net                                       5,470           4,650
Accrued interest receivable                                       1,209           1,241
Goodwill                                                          2,124           2,124
Other assets                                                      6,669           3,661
                                                              ---------       ---------

Total Assets                                                  $ 251,115       $ 240,617
                                                              =========       =========

LIABILITIES AND STOCKHOLDERS' EQUITY
------------------------------------
Liabilities:
   Deposits:
      Non-interest bearing                                    $  35,710       $  31,715
      Interest bearing demand                                   181,689         175,942
                                                              ---------       ---------
   Total Deposits                                               217,399         207,657

Borrowings                                                       11,000          11,000
Accrued interest payable and other liabilities                    2,520           2,056
Junior subordinated debentures                                    5,155              --
Mandatory redeemable capital debentures                              --           5,000
                                                              ---------       ---------

Total Liabilities                                               236,074         225,713

Stockholders' Equity:
   Common stock, no par value, authorized
       5,000,000 shares; issued and outstanding
        1,835,085 in 2004 and 1,811,460 in 2003
                                                                  9,913           9,616
   Retained earnings                                              5,547           5,040
   Accumulated other comprehensive income (loss)                   (419)             248
                                                              ---------       ---------

Total Stockholders' Equity                                       15,041          14,904
                                                              ---------       ---------

Total Liabilities and Stockholders' Equity                    $ 251,115       $ 240,617
                                                              =========       =========

                 See Notes to Consolidated Financial Statements

                                 SUSSEX BANCORP
                        CONSOLIDATED STATEMENTS OF INCOME
                        (In Thousands Except Share Data)
                                   (Unaudited)
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                                                                  Three Months Ended June 30,    Six Months Ended June 30,
                                                                  ---------------------------    -------------------------
                                                                      2004           2003           2004            2003
                                                                      ----           ----           ----            ----

INTEREST INCOME
   Loans receivable, including fees                                 $2,161         $2,033         $4,262         $3,972
   Securities:
      Taxable                                                          419            445            885            968
      Tax-exempt                                                       205            169            413            334
   Federal funds sold                                                   17             36             31             81
   Interest bearing deposits                                             7             12             17             25
                                                                    ------         ------         ------         ------
         Total Interest Income                                       2,809          2,695          5,608          5,380
                                                                    ------         ------         ------         ------

INTEREST EXPENSE
   Deposits                                                            493            535            967          1,095
   Borrowings                                                          132            146            265            295
   Junior subordinated debentures                                       61             63            121            126
                                                                    ------         ------         ------         ------
        Total Interest Expense                                         686            744          1,353          1,516
                                                                    ------         ------         ------         ------

        Net Interest Income                                          2,123          1,951          4,255          3,864
Provision for Loan Losses                                              105            120            253            245
                                                                    ------         ------         ------         ------
        Net Interest Income after Provision for Loan Losses          2,018          1,831          4,002          3,619
                                                                    ------         ------         ------         ------

NON-INTEREST INCOME
   Service fees on deposit accounts                                    191            189            382            372
   ATM fees                                                             78             90            150            164
   Insurance commissions and fees                                      604            523          1,170          1,087
   Mortgage broker fees                                                161              0            326             44
   Investment brokerage fees                                            48             75            121            138
   Net gain on sale of loans held for sale                               0             24              0             24
   Net gain on sale of other real estate owned                           0             63              0             63
   Other                                                                85             58            168            125
                                                                    ------         ------         ------         ------
      Total Non-Interest Income                                      1,167          1,022          2,317          2,017
                                                                    ------         ------         ------         ------

NON-INTEREST EXPENSE
   Salaries and employee benefits                                    1,514          1,341          3,090          2,627
   Occupancy, net                                                      208            149            414            324
   Furniture and equipment                                             210            195            412            401
   Stationary and supplies                                              46             50             83             97
   Audit and exams/Professional Fees                                    74             87            157            216
   Advertising and promotion                                            96             94            183            175
   Postage and freight                                                  48             46             91             90
   Amortization of intangible assets                                    48             39             94             77
   Other                                                               398            365            746            716
                                                                    ------         ------         ------         ------
      Total Non-Interest Expense                                     2,642          2,366          5,270          4,723
                                                                    ------         ------         ------         ------

       Income before Income Taxes                                      543            487          1,049            913
Provision for Income Taxes                                             152            127            287            240
                                                                    ------         ------         ------         ------
      Net Income                                                    $  391         $  360         $  762         $  673
                                                                    ======         ======         ======         ======
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Earnings per share
                                                                    ------         ------         ------         ------
   Basic                                                            $ 0.21         $ 0.20         $ 0.42         $ 0.38
                                                                    ======         ======         ======         ======

                                                                    ------         ------         ------         ------
   Diluted                                                          $ 0.20         $ 0.20         $ 0.40         $ 0.37
                                                                    ======         ======         ======         ======

                 See Notes to Consolidated Financial Statements

                                                                                                                   Accumulated
                                                             Number of                                                   Other
                                                                Shares        Common             Retained        Comprehensive
                                                           Outstanding        Stock              Earnings         Income (loss)
                                                           -----------        -------            --------          ------------
                                                                      (Dollars in thousands, except per share amounts)

Balance December 31, 2002                                   1,688,130           $ 7,869           $ 5,249          $   562
Comprehensive income:

   Net income                                                      --                --               673               --
   Change in unrealized gains (losses) on securities
    available for sale                                             --                --                --              201

Total Comprehensive Income

Treasury shares purchased                                      (2,400)               --                --               --

Treasury shares retired                                            --               (25)               --               --

Issuance of common stock and exercise of stock options          5,186                40                --               --

Shares issued through dividend reinvestment plan                9,065                94                --               --

Dividends on common stock ($.14 per share)                         --                --              (237)              --

                                                            ---------           -------           -------           ------
Balance June 30, 2003                                       1,699,981           $ 7,978           $ 5,685           $  763
                                                            =========           =======           =======           ======

Balance December 31, 2003                                   1,811,460           $ 9,616           $ 5,040           $  248
Comprehensive income:

   Net income                                                      --                --               762               --
   Change in unrealized gains on securities available
    for sale, net of tax                                           --                --                --           (6 67)

Total Comprehensive Income

Treasury shares purchased                                        (96)                --                --               --

Edgar Filing: SUSSEX BANCORP - Form 10QSB

5



Treasury shares retired                                            --               (2)                --               --

Issuance of common stock and exercise of stock options         17,985               167                --               --

Income tax benefit of stock options exercised                      --                35                --               --

Shares issued through dividend reinvestment plan                5,736                97                --               --

Dividends on common stock ($.14 per share)                         --                --              (255)              --

                                                            ---------           -------           -------          -------
Balance June 30, 2004                                       1,835,085           $ 9,913           $ 5,547           ($ 419)
                                                            =========           =======           =======          =======

See Notes to Consolidated Financial Statements

                                                                                Total
                                                                   Treasury  Stockholders
                                                                   Stock        Equity
                                                                  --------  ------------

Balance December 31, 2002                                          $   0      $ 13,680
Comprehensive income:

   Net income                                                         --           673
   Change in unrealized gains (losses) on securities
    available for sale                                                --           201
                                                                                   ---

Total Comprehensive Income                                                         874

Treasury shares purchased                                            (25)          (25)

Treasury shares retired                                               25            --

Issuance of common stock and exercise of stock options                --            40

Shares issued through dividend reinvestment plan                      --            94

Dividends on common stock ($.14 per share)                            --          (237)

                                                                   -----      --------
Balance June 30, 2003                                              $   0      $ 14,426
                                                                   =====      ========

Balance December 31, 2003                                          $   0      $ 14,904
Comprehensive income:

   Net income                                                         --           762
   Change in unrealized gains on securities available
    for sale, net of tax                                              --          (667)
                                                                   -----         -----
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Total Comprehensive Income                                                          95

Treasury shares purchased                                             (2)           (2)

Treasury shares retired                                                2            --

Issuance of common stock and exercise of stock options                --           167

Income tax benefit of stock options exercised                         --            35

Shares issued through dividend reinvestment plan                      --            97

Dividends on common stock ($.14 per share)                            --          (255)

                                                                   -----      ---------
Balance June 30, 2004                                              $   0      $  15,041
                                                                   =====      =========

See Notes to Consolidated Financial Statements

                             SUSSEX BANCORP
                CONSOLIDATED STATEMENTS OF CASH FLOWS
                            (In Thousands)
                             (Unaudited)

                                                                               Six Months Ended June 30,
                                                                            -----------------------------
                                                                               2004               2003
                                                                            ----------         ----------

  Cash Flows from Operating Activities
    Net income                                                              $      762          $     673
    Adjustments to reconcile net income to net cash provided
      by operating activities:
       Provision for loan losses                                                   253                245
       Provision for depreciation and amortization                                 256                264
       Net amortization of securities premiums and discounts                       352                580
       Net realized gain on sale of foreclosed real estate                          --                (63)
       Proceeds from sale of loans                                                  --                668
       Net gains on sale of loans                                                   --                (24)
       Loans originated for sale                                                    --               (644)
       Earnings on investment in life insurance                                    (55)               (25)
       (Increase) decrease in assets:
          Accrued interest receivable                                               32                (64)
          Other assets                                                            (853)              (445)
       Increase in accrued interest payable and other liabilities                  464                180
                                                                            -----------         ---------

             Net Cash Provided by Operating Activities                           1,211              1,345
                                                                            ----------          ---------

  Cash Flows from Investing Activities
    Securities available for sale:
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       Purchases                                                               (13,775)           (29,513)
       Maturities, calls and principal repayments                               14,097             27,279
    Net increase in loans                                                       (9,930)           (12,511)
    Purchases of bank premises and equipment                                    (1,076)               (99)
    (Increase) decrease in FHLB stock                                               70                (10)
    Proceeds from sale of foreclosed real estate                                    --                250
    Decrease (increase) in interest bearing time deposits with other banks       3,000                100
    Purchase of investment in life insurance                                    (1,500)                --
                                                                            ----------          ---------

             Net Cash Used in Investing Activities                              (9,114)           (14,504)
                                                                            ----------          ---------

  Cash Flows from Financing Activities
    Net increase in deposits                                                     9,742             10,569
    Repayment of borrowings                                                          0             (2,000)
    Proceeds from the exercise of stock options                                    202                 40
    Purchase of treasury stock                                                      (2)               (25)
    Dividends paid, net of reinvestments                                          (158)              (143)
                                                                            ----------          ---------

             Net Cash Provided by Financing Activities                           9,784              8,441
                                                                            ----------          ---------

             Net (Decrease) Increase in Cash and Cash Equivalents                1,881             (4,718)

  Cash and Cash Equivalents - Beginning                                         15,496             26,096
                                                                            ----------          ---------
  Cash and Cash Equivalents - Ending                                        $   17,377          $  21,378
                                                                            ==========          =========

  Supplementary Cash Flows Information
    Interest paid                                                           $    1,353          $   1,549
                                                                            ==========          =========
    Income taxes paid                                                       $      431          $     434
                                                                            ==========          =========
  Supplementary Schedule of Noncash Investing and Financing Activities
    Foreclosed real estate acquired in settlement of loans                  $      --           $     223
                                                                            ==========          =========

See Notes to Consolidated Financial Statements

                                SUSSEX BANCORP

            NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

1.  Basis of Presentation

 The consolidated financial statements include the accounts of Sussex Bancorp
(the "Company") and its wholly-owned subsidiary Sussex Bank (the "Bank").  The
Bank's wholly-owned subsidiaries are Sussex Bancorp Mortgage Company, Inc.,
SCB Investment Company, Inc., and Tri-State Insurance Agency, Inc.,
("Tri-State") a full service insurance agency located in Sussex County, New
Jersey.   All inter-company transactions and balances have been eliminated in
consolidation. Sussex Bank is also a 49% limited partner of Sussex Settlement
Services, L.P, a title insurance agency whose registered office is located in
King of Prussia, Pennsylvania.  The Bank operates eight banking offices all
located in Sussex County, New Jersey.  The Company is subject to the
supervision and regulation of the Board of Governors of the Federal Reserve
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System (the "FRB").  The Bank's deposits are insured by the Bank Insurance
Fund ("BIF") of the Federal Deposit Insurance Corporation ("FDIC") up to
applicable limits.  The operations of the Company and the Bank are subject to
the supervision and regulation of the FRB, FDIC and the New Jersey Department
of Banking and Insurance (the "Department") and the operations of Tri-State
are subject to the supervision and regulation by the Department.

 The accompanying unaudited consolidated financial statements have been
prepared in accordance with generally accepted accounting principles for
interim financial information.  Accordingly, they do not include all of the
information and footnotes required by generally accepted accounting principles
for full year financial statements.  In the opinion of management, all
adjustments considered necessary for a fair presentation have been included
and are of a normal, recurring nature.  Operating results for the six-month
period ended June 30, 2004, are not necessarily indicative of the results that
may be expected for the year ended December 31, 2004.  These consolidated
financial statements should be read in conjunction with the consolidated
financial statements and the notes thereto that are included in the Company's
Annual Report on Form 10-KSB for the fiscal period ended December 31, 2003.

2.  Earnings per Share

 Basic earnings per share is calculated by dividing net income by the
weighted average number of shares of common stock outstanding during the
period.  Diluted earnings per share reflects additional common shares that
would have been outstanding if dilutive potential common shares had been
issued, as well as any adjustment to income that would result from the assumed
issuance of potential common shares that may be issued by the Company relating
to outstanding stock options and guaranteed and contingently issuable shares
from the acquisition of Tri-State.  Potential common shares related to stock
options are determined using the treasury stock method.

 The following table sets forth the computations of basic and diluted
earnings per share as retroactively adjusted for the 5% stock dividend
declared October 15, 2003 (dollars in thousands, except per share data):

                                              Three Months Ended June 30, 2004          Three Months Ended June 30, 2003
                                             ------------------------------------   ---------------------------------------
                                                                            Per                                       Per
                                                Income       Shares        Share          Income       Shares        Share
(Dollars in thousands, except                (Numerator) (Denominator)     Amount      (Numerator)  (Denominator)    Amount
  per share data)
                                             ----------- --------------  --------      -----------  --------------  -------

Basic earnings per share:
   Net income applicable to common
    stockholders                               $ 391          1,832        $ 0.21         $ 360        1,784         $ 0.20
                                                                           ======                                    ======
Effect of dilutive securities:
   Stock options                                  --             73                          --           19
   Deferred common stock payments for
    purchase of insurance agency                   1             16                           2           39
                                               -----          -----                       -----        -----
Diluted earnings per share:
   Net income applicable to common
    stock-holders and assumed conversions

                                               $ 392          1,921        $ 0.20         $ 362        1,842         $ 0.20
                                               =====          =====        ======        ======        =====         ======
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                                              Six Months Ended June 30, 2004          Six Months Ended June 30, 2003
                                             ------------------------------------   ---------------------------------------
                                                                            Per                                       Per
                                                Income       Shares        Share          Income       Shares        Share
(Dollars in thousands, except                (Numerator) (Denominator)     Amount      (Numerator)  (Denominator)    Amount
  per share data)
                                             ------------------------------------   ---------------------------------------

Basic earnings per share:
   Net income applicable to common
    stockholders                               $ 762          1,826        $ 0.42         $ 673        1,780         $ 0.38
                                                                           ======                                    ======
Effect of dilutive securities:
   Stock options                                  --             81                          --           17
   Deferred common stock payments for
     purchase of insurance agency
                                                   1             14                           5           41
                                               ------         -----                       -----        -----
Diluted earnings per share:
   Net income applicable to common
    stock-holders and assumed
    conversions                                $ 763          1,921        $ 0.40         $ 678        1,838         $ 0.37
                                               =====          =====        ======         =====        =====         ======

3.  Comprehensive Income

   The components of other comprehensive income and related tax effects for
the three and six months ended June 30, 2004 and 2003 are as follows:

                                                                  Three Months Ended June 30,             Six Months Ended June 30,
                                                                   2004                 2003             2004               2003
                                                                ------------      ------------        -------------     ------------
                                                                         (In thousands)                        (In thousands)

Unrealized holding gains (losses) on available for sale
securities                                                        ($ 1,802)         $  622          ($ 1,111)           $ 335
Less: reclassification adjustments for gains included in net
income                                                                  --              --                --              --
                                                                  --------          ------          --------            -----
     Net unrealized gains (losses)                                  (1,802)            622            (1,111)             335
Tax effect                                                            (720)            249              (444)             134
                                                                  --------          ------          --------            -----
     Other comprehensive income (loss), net of tax                ($ 1,082)         $  373          ($   667)           $ 201
                                                                  ========          ======          ========            =====

4. Segment Information

 The Company's insurance agency operations are managed separately from the
traditional banking and related financial services that the Company also
offers.  The insurance agency operation provides commercial, individual, and
group benefit plans and personal coverage.
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                                           Three Months Ended June 30, 2004                Three Months Ended June 30, 2003
                                        -----------------------------------------   -----------------------------------------
                                                 Banking and  Insurance                     Banking and    Insurance
                                          Financial Services  Services     Total     Financial Services     Services     Total
                                          ==================  ========     =====     ==================     ========     =====
                                                    (In Thousands)                                 (In Thousands)

Net interest income and other income      $   2,680            $   610    $  3,290    $   2,450             $   523   $  2,973
Income before income taxes                      471                 72         543          445                  42        487
Total assets                                247,552              3,563     251,115      232,578               2,821    235,399

                                            Six Months Ended June 30, 2004                 Six Months Ended June 30, 2003
                                        -----------------------------------------  -----------------------------------------
                                                 Banking and  Insurance                     Banking and    Insurance
                                          Financial Services  Services     Total     Financial Services     Services     Total
                                          ==================  ========     =====     ==================     ========     =====
                                                    (In Thousands)                                 (In Thousands)

Net interest income and other income      $   5,389            $  1,183   $  6,572    $   4,794             $ 1,087   $  5,881
Income before income taxes                      913                 136      1,049          816                  97        913
Total assets                                247,552               3,563    251,115      232,578               2,821    235,399

                                       3

5.  Stock Option Plans

 The Company accounts for stock option plans under the recognition and
measurement principles of APB Opinion No. 25. "Accounting for Stock Issued to
Employees," and related interpretations.  No stock-based employee compensation
cost is reflected in net income, as all options granted under the Company's
plans had an exercise price equal to the market value of the underlying common
stock on the date of grant.  The following table illustrates the effect on net
income and earnings per share if the Company had applied the fair value
recognition provisions of FASB Statement No. 123, "Accounting for Stock-Based
Compensation," to stock-based compensation for the periods presented:

                                                     Three Months Ended June 30,             Six Months Ended June 30,
                                                        2004              2003                 2004              2003
                                                  ----------------- -----------------    ----------------- -------------
                                                            (In thousands)                         (In thousands)

Net income, as reported                               $  391            $  360               $  762              $  673
Total stock-based compensation expense
  determined under fair value based method
  for all awards, net of related tax effects             (35)              (11)                 (64)                (17)
                                                      -------           ------               ------              ------
Pro forma net income                                  $  356            $  349               $  698              $  656
                                                      =======           ======               =======             ======

Edgar Filing: SUSSEX BANCORP - Form 10QSB

11



Basic earnings per share:
     As reported                                      $ 0.21            $ 0.20               $ 0.42              $ 0.38
     Pro forma                                        $ 0.19            $ 0.20               $ 0.38              $ 0.37

Diluted earnings per share:
     As reported                                      $ 0.20            $ 0.20               $ 0.40              $ 0.37
     Pro forma                                        $ 0.19            $ 0.19               $ 0.36              $ 0.36

6.  Guarantees

 The Company does not issue any guarantees that would require liability
recognition or disclosure, other than its standby letters of credit.  Standby
letters of credit are conditional commitments issued by the Company to
guarantee the performance of a customer to a third party.  Generally, all
letters of credit, when issued have expiration dates within one year.  The
credit risk involved in issuing letters of credit is essentially the same as
those that are involved in extending loan facilities to customers.  The
Company, generally, holds collateral and/or personal guarantees supporting
these commitments.  The Company had $382,000 of standby letters of credit as
of June 30, 2004.  Management believes that the proceeds obtained through a
liquidation of collateral and the enforcement of guarantees would be
sufficient to cover the potential amount of future payment required under the
corresponding guarantees.  The current amount of the liability as of June 30,
2004 for guarantees under standby letters of credit issued is not material.

7.  New Accounting Standard

 In January 2003, the Financial Accounting Standards Board issued FASB
Interpretation No. 46, "Consolidation of Variable Interest Entities, an
Interpretation of ARB No. 51" which was revised in December 2003.  The
Interpretation provides guidance for the consolidation of variable interest
entities (VIEs).  Sussex Capital Trust I qualifies as a variable interest
entity under FIN 46.  Sussex Capital Trust issued mandatory redeemable
preferred securities (Trust Preferred Securities) to third-party investors and
loaned the proceeds to the Company.  Sussex Capital Trust I holds, as it sole
asset, subordinated debentures issued by the Company.

 FIN 46 required the Company to deconsolidate Sussex Capital Trust I from the
consolidated financial statements as of March 31, 2004.  There has been no
restatement of prior periods.  The impact of this deconsolidation was to
increase junior subordinated debentures or long-term debt by $5,155,000 and
reduce the mandatory capital debentures line item by $5,000,000 which had
represented the trust preferred securities of the trust.  The Company's equity
interest in the trust subsidiary of $155,000, which had previously been
eliminated in consolidation, is now reported in "Other assets".  For
regulatory reporting purposes, the Federal Reserve Board has indicated that
the preferred securities will continue to qualify as Tier I Capital subject to
previously specified limitations, until further notice.  If regulators make a
determination that Trust Preferred Securities can no longer be considered in
regulatory capital, the securities become callable and the Company may redeem
them.  The adoption of FIN 46 did not have an impact on the Company's results
of operations or liquidity.

ITEM 2 - MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
                    RESULTS OF OPERATIONS

          Three and Six Months ended June 30, 2004 and June 30, 2003
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                   CRITICAL ACCOUNTING POLICIES

 Disclosure of the Company's significant accounting policies is included in
Note 1 to the consolidated financial statements of the Company's Annual Report
on Form 10-KSB for the year ended December 31, 2003.  Some of these policies
are particularly sensitive, requiring significant judgments, estimates and
assumptions to be made by management, most particularly in connection with
determining the provision for loan losses and the appropriate level of the
allowance for loan losses.  Additional information is contained on pages 11
and 12 of this Form 10-QSB for the provision and allowance for loan losses.

                    FORWARD LOOKING STATEMENTS

 When used in this discussion, the words "believes", "anticipates",
"contemplated", "expects", or similar expressions are intended to identify
forward looking statements.  Such statements are subject to certain risks and
uncertainties that could cause actual results to differ materially from those
projected.  Those risks and uncertainties include changes in interest rates,
the ability to control costs and expenses, general economic conditions and
economic conditions in the Company's Sussex, New Jersey marketplace.  The
Company undertakes no obligation to update those forward looking statements to
reflect the occurrence of unanticipated events or otherwise.

                                   OVERVIEW

 The Company realized net income of $391 thousand for the second quarter of
2004, an increase of $31 thousand from the $360 thousand reported for the same
period in 2003. Basic earnings per share, as retroactively adjusted for the 5%
stock dividend declared October 15, 2003, increased from $0.20 in the second
quarter of 2003 to $0.21 for the second quarter of 2004.  Diluted earnings per
share were $0.20 in both second quarters ending June 30, 2003 and 2004.

                                       4

 For the six months ended June 30, 2004, net income was $762 thousand, an
increase of $89 thousand from the $673 thousand reported for the same period
in 2003.  Basic earnings per share were $0.42 for the six months ended June
30, 2004 compared to $0.38 for the six-month period ended June 30, 2003.
Diluted earnings per share were $0.40 for the six months ended June 30, 2004,
an increase from $0.37 from the first six months of 2003.

 The results reflect an increase in net interest income, a result of both
increasing interest income and decreasing interest expense, coupled with
increases in non-interest income, primarily due to an increase in mortgage
banking fees from our residential lending division, partially offset by
increases in non-interest expenses associated with additions to staff and
higher related salary and benefit expenses.

                             RESULTS OF OPERATIONS

 Interest Income.  Total interest income increased $114 thousand, or 4.2%,
to $2.8 million for the quarter ended June 30, 2004 from the same period in
2003.  This increase was primarily attributable to an increase of $12.7
million, or 6.0%, in the average earning assets to $225.5 million in the
second quarter of 2004 from $212.8 million in the same quarter of 2003.  The
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average yield on earning assets decreased 4 basis points, on a fully taxable
equivalent basis, to 5.17% during the second quarter of 2004 from 5.21% in the
second quarter of 2003.  Interest income on loans increased $128 thousand from
$2.0 million in the second quarter 2003 to $2.2 million during the same period
in 2004, while the average balance of total loans receivable increased $19.5
million, or 15.9%,  from $122.6 million during the second quarter of 2003 to
$142.1 million for the same quarter in 2004.  Income from other interest-
earning assets decreased by fifty percent to $24 thousand for the second
quarter of 2004 from $48 thousand for the second quarter of 2004 from the
second quarter in 2003 while the average balance decreased $6.4 million, or
$41.3%, to $9.1 million in the second quarter of 2004 from $15.5 million in
the same period of 2003.  The interest earned on total securities increased
$27 thousand, or 3.9%,  while the average balance in total securities
decreased by $396 thousand, or 1.0%, to $74.3 million from $74.7 million from
the second quarter of 2003.  The average rate earned on total securities
increased by 18 basis points from 3.68% for the quarter ended June 30, 2003 to
3.86% for the period ending June 30, 2004.  This average rate increase was
accomplished by investing in higher yielding tax-exempt securities. The volume
increase in total average earning assets and the shifting of average balances
to higher yielding interest-earning assets exceeded the impact of market
declines in interest rates, resulting in the increase in interest income for
the second quarter of 2004 compared to the second quarter of 2003.

 For the six months ended June 30, 2004, interest income, on a fully taxable
equivalent basis, increased $265 thousand, or 4.8%, to $5.8 million from the
$5.5 million reported for the same period in 2003.  During the first six
months of 2004 average interest-earning assets increased $12.0 million to
$222.5 million from $210.5 million during the same period in 2003.  The
average balance in the loan portfolio increased $19.9 million, tax-exempt
securities increased $6.0 million, taxable securities decreased $6.1 million
and the average balance of other interest-earning assets decreased $7.8
million during the first six months of 2004 over the same period in 2003.  As
total average interest bearing asset balances increased, the average rate
earned decreased by 6 basis points on a fully taxable equivalent basis from
5.29% from the first half of 2003 to 5.23% for the same period of 2004.

 Interest Expense.  The Company's interest expense for the second
quarter of 2004 decreased $58 thousand, or 7.8%, to $686 thousand from $744
thousand in the second quarter of 2003.  Despite the decline in interest
expense, the average balance of interest bearing liabilities increased $13.3
million, or 7.2% to $198.3 million during the second quarter of 2004 from
$185.0 million in the same period of 2003.  The increase in the average
balance of interest bearing liabilities was offset by the reduction in rates,
as the average cost of funds declined to 1.39% for the second quarter of 2004
from 1.61% in the second quarter of 2003.  Average money market deposits
increased $9.6 million, or 256.19%, while the average rate paid increased 33
basis points from 0.75% in the second quarter of 2003 to 1.08% in the second
quarter of 2004.  Several large municipal accounts transferred balances from
our public fund NOW account to a newly offered public fund money market
account.  To attract municipal accounts, a higher incentive rate was offered
on the public fund money market account.  As municipal balances were
transferred from NOW accounts, the NOW accounts average balance decreased $1.0
million, or 2.3%, to $44.3 million during the second quarter 2004 from $45.3
million in the second quarter of 2003.  The interest expense on NOW accounts
decreased $20 thousand from the second quarter of 2003, as the average
interest rate paid decreased 17 basis points from 0.61% to 0.44% during the
same period.   Average borrowed funds and debenture balances decreased $2.1
million to $16.2 million in the second quarter of 2004 from $18.3 million in
the second quarter of 2003, due primarily  to the maturity of short-term
advances from the Federal Home Loan Bank.  At June 30, 2004, the Company's
borrowed funds consisted of one $1.0 million short-tem FHLB advance and three
convertible notes from the FHLB totaling $10.0 million.  In the third quarter
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of 2002, the Company issued $5.2 million in junior subordinated debentures.
The debentures bear a floating rate of interest, which averaged 4.68% in the
second quarter of 2004, down 30 basis points from 4.98% in the second quarter
of 2003.

 For the six months ended June 30, 2004 interest expense decreased $163
thousand, or 10.8%, to $1.4 million from $1.5 million for the same period last
year as average interest-bearing deposit balances increased $14.3 million, or
8.7% from $165.6 million for the first six months of 2003 to $179.9 million
for the first half of 2004.  The average rate paid on total interest-bearing
deposits has decreased by 25 basis points from 1.33% for the first six months
of 2003 to 1.08% for the same period in 2004.  The Company's borrowed funds
decreased $2.8 million, or 20.2%, from $13.8 million during the first six
months of 2003 to $11.0 million for the first half of 2004.  The junior
subordinated debentures have an average deconsolidated balance of $5.2 million
and an average rate of 4.64% during the first six months of 2004, compared to
an average rate of 5.01% for the first six months of 2003.  The average rate
paid on total interest bearing liabilities decreased 27 basis points from
1.66% in the first six months of 2003 to 1.39% during the same period in 2004.
With the decline in market rates, the decrease in the average cost of funds
exceeded the increase in the average balance of total interest-bearing
liabilities.

 The following table presents, on a fully taxable equivalent basis, a summary
of the Company's interest-earning assets and their average yields, and
interest-bearing liabilities and their average costs and shareholders' equity
for the six months ended June 30, 2004 and 2003.  The average balance of loans
includes non-accrual loans, and associated yields include loan fees, which are
considered adjustment to yields.

                                                             Six Months Ended June 30,
(dollars in thousands)                                 2004                                2003
---------------------------------------------------------------------------------------------------------------
                                           Average                      Average      Average                Average
Earning Assets:                           Balance       Interest (1)    Rate (2)     Balance   Interest(1)  Rate(2)
--------------                           ---------      --------       --------      --------   ---------   -------

Securities:
      Tax exempt  (3)                    $  22,172      $   589          5.34%     $  16,191     $   474      5.90%
      Taxable                               52,349          885          3.40%        58,475         968      3.34%
                                         --------       -------       -------      ---------     -------      ----
Total securities                            74,521        1,474          4.00%        74,666       1,442      3.89%
Total loans receivable (4)                 138,719        4,262          6.18%       118,822       3,971      6.74%
Other interest-earning assets                9,255           48          1.05%        17,029         106      1.26%
                                         --------       -------       -------      ----------    -------      ----
Total earning assets                       222,495      $ 5,784          5.23%       210,517     $ 5,519      5.29%

Non-interest earning assets                 24,527                                    21,191
Allowance for loan losses                   (1,842)                                   (1,472)
                                         --------                                  ---------
Total Assets                             $ 245,180                                 $ 230,236
                                         =========                                 =========

Sources of Funds:
Interest bearing deposits:
      NOW                                $  47,066      $   107          0.46%     $  44,059     $   136      0.62%
      Money market                           8,784           42          0.97%         4,302          18      0.84%
      Savings                               66,097          215          0.65%        63,938         281      0.89%
      Time                                  57,941          603          2.09%        53,264         660      2.50%
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                                         --------       -------      --------       --------     -------      ----
Total interest bearing deposits            179,888          967          1.08%       165,563       1,095      1.33%
      Borrowed funds                        11,000          265          4.77%        13,779         295      4.26%
      Junior subordinated debentures         5,155          121          4.64%         5,000         126      5.01%
                                         --------       -------      --------       --------     -------      ----
Total interest bearing liabilities         196,043      $ 1,353          1.39%       184,342     $ 1,516      1.66%

Non-interest bearing liabilities:
      Demand deposits                       31,826                                    29,680
      Other liabilities                      2,159                                     2,296
                                         --------                                  ---------
Total non-interest bearing liabilities      33,985                                    31,976
Stockholders' equity                        15,152                                    13,918
                                         --------                                  ---------
Total Liabilities and Stockholders'
Equity                                   $ 245,180                                 $ 230,236
                                         =========                                 =========

Net Interest Income and Margin (5)                    $   4,431          4.01%                 $  4 ,003      3.83%
                                                      =========        ======                  =========      ====

(1) Includes loan fee income
(2) Average rates on securities are calculated on amortized costs
(3) Full taxable equivalent basis, using a 39% effective tax rate and adjusted
    for "TEFRA" disallowance
(4) Loans outstanding include non-accrual loans
(5) Represents the difference between interest earned and interest paid,
    divided by average total interest-earning assets

 Net-Interest Income. On a fully taxable equivalent basis, the net interest
income for the second quarter of 2004 increased $189 thousand over the same
period last year.  This increase was largely the result of the rate for total
interest bearing liabilities decreasing 22 basis points to 1.39% in the second
quarter of  2004 from 1.61% in the same period of 2003, as the yield on total
earning assets decreased only 4 basis points during the same two second
quarterly periods.  The increase in the volume of interest-bearing liabilities
also exceeded the increase in the volume of interest earning assets by $640
thousand.  The net interest margin increased, on a fully taxable equivalent
basis, by 13 basis points to 3.94% in the second quarter of 2004 compared to
3.81% the year earlier.

                                       5

 Net interest income for the six months ended June 30, 2004, on a fully
taxable equivalent basis, increased $428 thousand, or 10.7%, over the same
period last year.  The net interest margin increased, on a fully taxable
equivalent basis, 18 basis points from 3.83% for the first six months of 2003
to 4.01% for the first half of 2004.  Comparing the first six months of 2003
to the first six months of 2004, the increase in the net interest margin was
more a component of rate than of volume, as the average rate paid on interest
bearing liabilities decreased 27 basis points and the average rate earned on
interest earning assets decreased only 6 basis points.

 Provision for Loan Losses.  For the three months ended June 30, 2004 the
provision for loan losses was $105 thousand compared to $120 thousand for the
quarter ended June 30, 2003.  The provision for loan losses was $253 thousand
for the six months ended June 30, 2004 as compared to $245 thousand for the
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same period last year.   The provision for loan losses reflects management's
judgment concerning the risks inherent in the Company's existing loan
portfolio and the size of the allowance necessary to absorb the risks, as well
as the average balance of the portfolio over both periods.  Management reviews
the adequacy of its allowance on an ongoing basis and will provide additional
provisions, as management may deem necessary.

 Non-Interest Income.  For the second quarter of 2004, total non-interest
income increased $145 thousand, or 14.2%, from the same period in 2003.  The
majority of this increase is attributed to the Company's new residential
lending division which began operation in the third quarter of 2003.  In the
second quarter of 2004 mortgage banking fees were $161 thousand compared to no
mortgage banking fee income reported in the second quarter of 2003.  Insurance
commissions and fee income increased $81 thousand, or 15.5%, from $523
thousand in the second quarter of 2003 to $604 thousand in the quarter ended
June 30, 2004.  This increase was largely due to increases in new business and
a stronger sales force.

 For the six months ended June 30, 2004, non-interest income increased
$300 thousand, or 14.9%, from the same period in 2003. Most of this increase
is from the Company's new residential lending division.  Mortgage banking fees
were $326 thousand for the first half of 2003, compared to $44 thousand for
the same period in 2003. Insurance commissions increased $83 thousand during
the first six months of 2004 compared to 2003.  Other income increased $43
thousand, or 34.4%, from $125 thousand during the first six months of 2003 to
$168 thousand for the six months ended June 30, 2004.  Of this increase, $36
thousand is from income recorded on a bank owned life insurance policy
purchased in January of 2004.  All other categories of non-interest income
showed minor fluctuations. In the first six months of 2003, a $63 thousand
gain on the sale of foreclosed real estate and a $24 thousand gain on the
sale of loans held for sale were recorded, while there were no similar gains
during the first six months of 2004.

 Non-Interest Expense.  For the quarter ended June 30, 2004, non-interest
expense was $2.6 million, an increase of $276 thousand, or 11.7%, from $2.4
million for the six months ended June 30, 2003.  This increase is attributed
to the increase of the Company's salaries and employee benefits of $173
thousand, or 12.9%, for the addition of ten full time equivalent employees and
commissions paid on the residential mortgage banking activity.  Occupancy
expense has increased $59 thousand, or 40.0%, from second quarter of 2003 to
the same period in 2004, due to a new lease agreement for administrative and
operations office space at Sterling Plaza, Franklin, New Jersey, which is
being rented to accommodate the Company's growth and expansion needs.
Furniture and equipment expense has increased $15 thousand from the second
quarter of 2003 to the same period in 2004 from the purchase of computer
hardware and software made in connection with a major hardware upgrade and
system conversion in May of 2004.

 For the six months ended June 30, 2004, non-interest expense increased $547
thousand, or 11.6%, to $5.3 million, from the first six months of 2003.
Salaries and employee benefits increased $463 thousand, or 17.6%, relating to
general staff increases and costs associated with an increased number of
commission based employees.  The other major non-interest expense increase for
the first six months of 2004 over the same period in 2003 was an increase of
$90 thousand for the lease and occupancy of new administrative offices at
Sterling Plaza in Franklin, New Jersey.

Income Taxes. Income tax expense increased $25 thousand to $152 thousand (28%
effective tax rate) for the three months ended, June 30, 2004 compared to $127
thousand (26% effective tax) rate for the same period in 2003. Income taxes
increased $47 thousand for the six months ended June 30, 2004 to $287 thousand
(27% effective tax rate) as compared to $240 thousand (26% effective tax rate)
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for the six months ended June 30, 2003. These increases in income taxes resulted
from an increase in income before taxes for the three and six month periods
ended June 30, 2004 compared to the same periods ended June 30, 2003.

                              FINANCIAL CONDITION
                June 30, 2004 as compared to December 31, 2003

 Total assets increased to $251.1 million at June 30, 2004, a $10.5 million
increase from total assets of $240.6 million at December 31, 2003. Increases
in total assets include increases of $9.7 million in net loans, $1.9 million
in cash and cash equivalents and $3.0 million in other assets, partially
offset by a $1.8 million reduction in securities available for sale and a $3.0
million decline in interest bearing time deposits with other banks.  Asset
increases were financed through an increase in total deposits of $9.7 million
from $207.7 million at year-end 2003 to $217.4 million at June 30, 2004.
Total stockholder's equity increased $137 thousand from $14.9 million at
December 31, 2003 to $15.0 million at June 30, 2004.  Due to the decline in
the fair value of the available for sale investment portfolio during the
first half of 2004, accumulated other comprehensive income decreased $667
thousand from $248 thousand on December 31, 2003 to an accumulated other
comprehensive loss of $419 thousand at June 30, 2004.

 Total loans at June 30, 2004 increased $9.9 million to $144.3 million from
$134.4 million at year-end 2003. During the six-month period ending June 30,
2004, new originations have exceeded payoffs both through scheduled maturities
and prepayments.  The Company continues to see significant prepayment activity
as borrowers seek to refinance loans in the current low interest rate
environment.  The Company is emphasizing the origination of commercial,
industrial, and non-residential real estate loans to increase the yield in its
loan portfolio and reduce its dependence on loans secured by 1-4 family
properties.  The Company has also increased its activity in the loan
participation market.  The majority of the originated and sold participations
are commercial real estate related loans which exceed the Company's legal
lending limit.  The balance in non-residential real estate loans increased
$5.5 million from $59.2 million at December 31, 2003 to $64.7 million on June
30, 2004, construction and land development loans increased $4.0 million,
loans secured by farmland increased $2.2 million and commercial and industrial
loans increased $1.8 million over the same six-month period.  Residential 1-4
family real estate loans have decreased $3.6 million from December 31, 2003 to
June 30, 2004 as residential mortgage applicants are being referred to our
residential mortgage division for third party processing.

 Federal funds sold increased by $795 thousand to $5.0 million at June 30,
2004 from $4.2 million on December 31, 2003.  During the first six months of
2004, these funds were provided by the increase in total deposits and have
been used to fund increased loan demand.

                                       6

 Securities, available for sale, at fair value, decreased $1.8 million
from $76.5 million at year-end 2003 to $74.8 million at June 30, 2004.  The
Company purchased $13.8 million in new securities in the first six months of
2004 and $14.1 million in available for sale securities matured, were called
and were repaid.  There was a $1.1 million increase in unrealized losses in
the available for sale portfolio and $352 thousand in net amortization
expenses recorded during the first six months of 2004.   There were no held to
maturity securities at June 30, 2004 or at December 31, 2003.

Premises and equipment increased by $820 thousand, or 17.6%, from $4.7 million
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at December 31, 2003 to $5.5 million on June 30, 2004. This increase was due to
a renovation project at the main office location in Franklin, NJ, leasehold
improvements at the Company's new administrative and operations facility and the
Company's purchase of new computer hardware and software attributed to a network
upgrade and system conversion. Other assets increased from $3.7 million on
December 31, 2003 to $6.7 million on June 30, 2004. This $3.0 million increase
was generated from the purchase of a $1.5 million bank owned life insurance
policy in January of 2004, the prepayment of the Company's insurance policies
and receivable and deferred tax asset balances increasing during this six month
period.

 Total deposits increased $9.7 million, or 4.7%, to $217.4 million during
the first six months of 2004 from $207.7 million at December 31, 2003. Non-
interest bearing deposits increased $4.0 million to $35.7 million at June 30,
2004 from $31.7 million at December 31, 2003, interest-bearing and savings
deposits increased $6.4 million, or 5.3%, and total time deposits decreased
$634 thousand, from December 31, 2003 to June 30, 2004. Non-interest bearing
business and business NOW deposit balances increased $3.3 million from
December 31, 2003 to June 30, 2004 and non-core IOLTA and public fund account
balances have recorded a $5.9 million increase in balances in the first six
months of 2004.  Management continues to monitor the shift in deposits through
its Asset/Liability Committee.

LOAN AND ASSET QUALITY

 Non-performing assets consist of non-accrual loans and all loans over
ninety days delinquent and foreclosed real estate owned ("OREO").  At June 30,
2004, non-accrual loans increased by $250 thousand to $1.4 million, as
compared to $1.2 million at December 31, 2003.  There were no loans ninety
days past due and still accruing or renegotiated loans at June 30, 2004.  The
Company had $223 thousand in OREO properties at June 30, 2004 and at December
31, 2003.  In addition to active monitoring and collecting on delinquent
loans, management has an active loan review process for customers with
aggregate relationships of $250,000 or more if the credit(s) are unsecured or
secured, in whole or substantial part, by collateral other than real estate
and $1,000,000 or more if the credit(s) are secured, in whole or substantial
part, by real estate. Management continues to monitor the Company's asset
quality and believes that the non-accrual loans are adequately collateralized
and anticipated material losses have been adequately reserved for in the
allowance for loan losses.

The following table provides information regarding risk elements in the loan
portfolio (dollars in thousands):

                                                             June 30, 2004     December 31, 2003
                                                             -------------     ------------------
                                                               (Dollars in thousands)

Non-accrual loans                                                 $  1,427              $  1,177
Non-accrual loans to total loans                                     0.99%                 0.88%
Non-performing assets to total assets                                0.66%                 0.63%
Allowance for loan losses
  as a % of non-performing loans                                   137.21%               130.67%
Allowance for possible loan losses to total loans                    1.36%                 1.29%

ALLOWANCE FOR LOAN LOSSES
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 The allowance for loan losses is maintained at a level considered adequate to
provide for potential loan losses.  The allowance is allocated to specific
loan categories based upon management's classification of problem loans under
the bank's internal loan grading system and to pools of other loans that are
not individually analyzed.  Management makes allocations to specific loans
based on the present value of expected future cash flows or the fair value of
the underlying collateral for impaired loans and to other classified loans
based on various credit risk factors.  These factors include collateral
values, the financial condition of the borrower and industry and current
economic trends.

 Allocations to commercial loan pools are categorized by commercial loan type
and are based on management's judgment concerning historical loss trends and
other relevant factors.  Installment and residential mortgage loan allocations
are made at a total portfolio level based on historical loss experience
adjusted for portfolio activity and current conditions.  Additionally, all
other delinquent loans are grouped by the number of days delinquent with this
amount assigned a general reserve amount.

 At June 30, 2004, the allowance for loan losses was $2.0 million, an increase
of 12.9% from the $1.7 million at year-end 2003.  The provision for loan
losses was $253,000 and there were $29,000 in charge offs and no recoveries
reported in the first six months of 2004.  The allowance for loan losses as a
percentage of total loans was 1.36% at June 30, 2004 compared to 1.29% on
December 31, 2003.

INTEREST RATE SENSITIVITY

 An interest rate sensitive asset or liability is one that, within a defined
time period, either matures or experiences an interest rate change in line
with general market interest rates.  Interest rate sensitivity is the
volatility of a company's earnings from a movement in market interest rates.
Interest rate "gap" analysis is a common, though imperfect, measure of
interest rate risk. We do not employ gap analysis as a rate risk management
tool, but rather we rely upon earnings at risk analysis to forecast the impact
on our net interest income of instantaneous 100 and 200 basis point increases
and decreases in market rates.  In assessing the impact on earnings, the rate
shock analysis assumes that no change occurs in our funding sources or types
of assets in response to the rate change.

 Our financial modeling simulates our cash flows, interest income and interest
expense from earning assets and interest bearing liabilities in each of the
different interest rate environments, using actual individual deposit, loan
and investment maturities and rates in the model calculations.  Assumptions
regarding the likelihood of prepayments on residential mortgage loans and
investments are made based on historical relationships between interest rates
and prepayments.  Commercial loans with prepayment penalties are assumed to
pay on schedule to maturity.  In actual practice, commercial borrowers may
request and be granted interest rate reductions during the life of a
commercial loan due to competition from financial institutions and declining
interest rates. The interest rate sensitivity of the Company's assets and
liabilities, and the impact on net interest income would vary substantially if
different assumptions were used or if actual experience differs from that
indicated by the assumptions.

                                       7

 The following table sets forth the Company's interest rate risk profile
at June 30, 2004 and 2003.
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                                              June 30, 2004                   June 30, 2003
                                      -----------------------------   --------------------------------
                                       Change in        Gap as a        Change in         Gap as a
                                      Net Interest        % of        Net Interest          % of
(Dollars in Thousands)                   Income       Total Assets       Income         Total Assets
---------------------                 ------------    ------------    ------------      ------------

Down 200 basis points                       ($584)           11.66%          ($154)             3.27%
Down 100 basis points                        (147)            5.86%            (33)             1.39%

Up 100 basis points                           (70)           -2.80%           (213)            -9.05%
Up 200 basis points                          (211)           -4.22%           (517)           -10.99%
                                      ------------    ------------    ------------      ------------

LIQUIDITY MANAGEMENT

It is management's intent to fund future loan demand primarily with deposits and
maturities and paydowns on investments. In addition, the Bank is a member of the
Federal Home Loan Bank of New York and as of June 30, 2004, had the ability to
borrow up to $16.5 million against its one to four family mortgages and selected
investment securities as collateral for borrowings. The Bank also has available
an overnight line of credit and a one-month overnight repricing line of credit,
each in the amount of $11.8 million at the Federal Home Loan Bank and an
overnight line of credit in the amount of $4 million at the Atlantic Central
Bankers Bank. The Company at June 30, 2004 had borrowings totaling $11 million
secured by the pledge of its one to four family mortgages and selected
securities. One short-term borrowing of $1 million has a maturity in July of
2004 with an interest rate of 3.01%. The remaining $10 million in borrowings
consist of three notes that mature on December 21, 2010 with a convertible
quarterly option which allows the Federal Home Loan Bank to change the note to
then current market rates. The interest rates on these three borrowings range
from 4.77% to 5.14%.

 At June 30, 2004, the amount of liquid assets remained at a level management
deemed adequate to ensure that contractual liabilities, depositors' withdrawal
requirements, and other operational and customer credit needs could be
satisfied.  At June 30, 2004, liquid investments totaled $17.4 million, and
all mature within 30 days.

 The following table represents the Company's contractual obligations to make
future payments.

                                                                       Payments due by period
                                                --------------------------------------------------------------
                                                             Less than                               More than
(In thousands)                                  Total         1 year      1-3 years      3-5 years     5 years
                                                ---------    ----------   ----------    -----------  ---------

Borrowings                                       $ 11,000     $   1,000     $    --       $    --     $ 10,000
Operating lease obligations                           857           236         365           134          122
Purchase obligations                                  389           389          --            --           --
Time deposits                                      55,847        43,661       8,756         2,945          485
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Junior subordinated debentures                      5,155            --          --            --        5,155
                                                 --------     ---------     -------       -------     --------
Total                                            $ 73,248     $  45,286     $ 9,121       $ 3,079     $ 15,762
                                                 ========     =========     =======       =======     ========

 The Company has no investment in or financial relationship with any
unconsolidated entities that are reasonably likely to have a material effect
on liquidity or the availability of capital resources.

 The Company is not aware of any known trends or any known demands,
commitments, events or uncertainties, which would result in any material
increase or decrease in liquidity.

OFF-BALANCE SHEET ARRANGEMENTS

 The Company's financial statements do not reflect off-balance sheet
arrangements that are made in the normal course of business.  These
off-balance sheet arrangements consist of unfunded loans and letters of credit
made under the same standards as on-balance sheet instruments.  These unused
commitments, at June 30, 2004 totaled $31,183,000.  This consisted of
$9,164,000 in commercial construction lines of credit, $9,496,000 in home
equity lines of credit, $7,275,000 in commercial lines of credit, $3,184,000
in commitments to grant commercial and residential loans and the remainder in
other unused commitments.  These instruments have fixed maturity dates, and
because many of them will expire without being drawn upon, they do not
generally present any significant liquidity risk to the Company.

 Management believes that any amounts actually drawn upon can be funded in the
normal course of operations.

CAPITAL RESOURCES

 Total stockholders' equity increased $137 thousand to $15.0 million
at June 30, 2004 from $14.9 million at year-end 2003.  Activity in
stockholders' equity consisted of a net increase in retained earnings of $507
thousand derived from $762 thousand in net income earned during the first six
months of 2004, offset by $255 thousand for the payments of cash dividends.
Other increases were $202 thousand in stock options exercised and $97 thousand
for shares issued through the dividend reinvestment plan.  An unrealized loss
on securities available for sale, net of income tax, reduced stockholders'
equity by $667 thousand as well as the retirement of $2 thousand in treasury
shares.

 On July 11, 2002, the Company raised an additional $4.8 million, net
of offering costs, in capital through the issuance of junior subordinated
debentures to a statutory trust subsidiary. The subsidiary in turn issued $5.0
million in variable rate capital trust pass through securities to investors in
a private placement.  The interest rate is based on the three-month LIBOR rate
plus 365 basis points and is adjusted quarterly. Beginning July 7, 2004, the
new quarterly rate of interest on the debentures will be 5.25%.  The rate is
capped at 12.5% through the first five years, and the securities may be called
at par any time after October 7, 2007, or if the regulatory capital or tax
treatment of the securities is substantially changed.  These trust preferred
securities are included in the Company's and the Bank's capital ratio
calculations.

 At June 30, 2004 the Company and the Bank both meet the well-capitalized
regulatory standards applicable to them.  The table below presents the capital
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ratios at June 30, 2004, for the Company and the Bank, as well as the minimum
regulatory requirements.

(Dollars in thousands)           Amount         Ratio        Amount         Minimum Ratio
----------------------          -------        -------      ----------      -------------

The Company:
     Leverage Capital         $ 17,805         7.24%        $ >= 9,833            4%
     Tier 1 - Risk Based        17,805        10.84%          >= 6,570            4%
     Total Risk-Based           19,763        12.03%          >= 13,139           8%

The Bank:
     Leverage Capital           17,255         7.03%          >= 9,819            4%
     Tier 1 Risk-Based          17,255        10.54%          >= 6,548            4%
     Total Risk-Based           19,213        11.74%         >= 13,096            8%

ITEM 3 - CONTROLS AND PROCEDURES

  (a) Evaluation of disclosure controls and procedures

      The Company carried out an evaluation, under the supervision and with
      the participation of the Company's management, including the Company's
      Chief Executive Officer and Chief Financial Officer, of the
      effectiveness of the design and operation of the Company's disclosure
      controls and procedures pursuant to Exchange Act Rule 13a-15. Based upon
      that evaluation, the Chief Executive Officer and Chief Financial Officer
      concluded that the Company's disclosure controls and procedures are, as
      of the end of the period covered by this report, effective in timely
      alerting them to material information relating to the Company (including
      its consolidated subsidiaries) required to be included in the Company's
      periodic SEC filings.

                                    8

  (b) Changes in internal controls.

      Not applicable

                          PART II - OTHER INFORMATION

Item 1.    Legal Proceedings

 The Company and the Bank are periodically involved in various legal
proceedings as a normal incident to their businesses.  In the opinion of
management, no material loss is expected from any such pending lawsuit.

Item 2.    Changes in Securities and Small Business Issuer Purchases of Equity
           Securities
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There were no changes in securities. The Company did not have any common stock
repurchases during the second quarter of 2004. On April 16, 1999 the Company
announced a stock repurchase plan whereby the Company may purchase up to 50,000
shares of outstanding stock. There is no expiration date to this plan.

Item 3.    Defaults upon Served Securities

   Not applicable

Item 4.    Submission of Matters to a Vote of Security Holders

 On April 28, 2004, the Registrant held its annual meeting of shareholders to
elect members of the Company's Board of Directors whose terms expired.
Nominees for election to the Board of Directors received the following votes:

  Nominees:                For            Withhold Authority
  --------                 ---            ------------------
  Irvin Ackerson          1,552,737       130,896
  Terry H. Thompson       1,638,104        45,530

Item 5.    Other Information

  Not applicable

Item 6.    Exhibits and Report on form 8-K

  (a).  Exhibits

      Number              Description
      ------              -----------
      31.1                Certification of Donald L Kovach pursuant to Section
                          302 of the Sarbanes-Oxley Act of 2002

      31.2                Certification of Candace A. Leatham pursuant to
                          Section 302 of the Sarbanes-Oxley Act of 2002

      32                  Certification pursuant to Section 906 of the
                          Sarbanes-Oxley Act of 2002.

  (b).   Reports on Form 8-K

  Filing Date        Item Number         Description
  -----------        -----------         -----------
  April 23, 2004         7 & 12          Press release announcing first quarter
                                         2004 results and cash dividend.

Pursuant to the requirements of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

                                                SUSSEX BANCORP

                                                By:/s/ Candace A. Leatham
                                                    ---------------------
                                                CANDACE A. LEATHAM
                                                Executive Vice President and
                                                Chief Financial Officer

                                                Date:
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                                    9

sp;Augusta Brown Holland, AGE 40
Founding Partner, Haystack Partners LLC2015B Michael J. Roney, AGE 62
Retired, Chief Executive, Bunzl plc2014I •Michael A. Todman, AGE 58
Retired, Vice Chairman, Whirlpool Corporation2014IC Paul C. Varga, AGE 52
Chairman & CEO, Brown-Forman Corporation2003M •

B=Brown Family Director  M=Management Director  I=Independent Director  C=Chair

“In addition to delivering solid short-term results in fiscal 2016, I believe the
year will be remembered as distinctive for the work we undertook to position
the company for success in 2025 and beyond.”

FISCAL 2016
23% Return on Invested Capital(1)
$266M Dividends

— Paul Varga, Chairman and CEO $1.1B Share Repurchases

(1)
Return on Invested Capital is a non-GAAP measure. We explain why the Company uses this measure in Part II,
Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” under the
heading “Non-GAAP Financial Measures,” in our Annual Report on Form 10-K for fiscal 2016.
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About Your Proxy Materials

Our Board of Directors is soliciting proxies for our upcoming Annual Meeting of Stockholders to be held on July 28,
2016 (the “Annual Meeting”). This means that you can vote “by proxy” at the Annual Meeting — that is, you can instruct us
how you would like your shares to be voted at the meeting whether or not you attend.

We are providing this Proxy Statement and accompanying materials to help you make an informed decision on the
matters to be considered at the Annual Meeting. We will begin mailing this Proxy Statement and accompanying
materials, and also make them available online, on or about June 28, 2016, to holders of record of our Class A and
Class B common stock at the close of business on June 20, 2016, which is the “record date” for the Annual Meeting.

This Proxy Statement and our Annual Report to Stockholders, which includes our Form 10-K for fiscal 2016, are
available at www.brown-forman.com/proxy. You may request additional printed copies at any time using the contact
information below.

Please let us know as soon as possible how you would like your shares voted. To do this, you may complete,
sign, date, and return the enclosed proxy card or voting instruction card, or you may instruct us by telephone
or online. See “Voting” below for details.

Contact Information

For information about your stock ownership or other stockholder services, please contact Linda Gering, our
Stockholder Services Manager, by telephone at (502) 774-7690, by e-mail at Linda_Gering@b-f.com, or by mail at
Brown-Forman Corporation, 850 Dixie Highway, Louisville, Kentucky 40210.

Reducing Duplicate Mailings

The Securities and Exchange Commission (SEC) permits us to deliver a single Proxy Statement and Annual Report to
stockholders who share the same address and last name unless we receive contrary instructions from any stockholder
in the household. Even if your household receives only one Proxy Statement and Annual Report, each stockholder still
will receive an individual proxy card. We participate in this “householding” process to reduce our printing costs and
postage fees and to facilitate voting. If you would like to enroll in “householding,” or if your household is already
enrolled but you prefer to opt out of “householding” for next year, please inform us using the contact information above
and we will promptly fulfill your request.
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Attending the Annual Meeting

Although only Class A stockholders may vote at the Annual Meeting, Class A and Class B stockholders who owned
their shares as of June 20, 2016, are welcome to attend the Annual Meeting.

If you plan to attend, please register by July 26, 2016, by contacting Linda Gering using the contact information
above. We ask that you bring photo identification to the meeting, and, if your shares are registered in the name of a
bank, broker, or other holder of record, that you bring documentation of your stock ownership as of the record date.
Please see “Admission Procedures” outlined in the Notice of Annual Meeting for full details.

Voting

Who May Vote

If you held our Class A common stock at the close of business on the record date (June 20, 2016), you or your legal
proxies may vote at the Annual Meeting on both Proposal 1 and Proposal 2. At the close of business on the record
date, there were [•] shares of Class A common stock outstanding and entitled to vote at the Annual Meeting.

If you purchased Class A common stock after the record date, you may vote those shares only if you receive a proxy
to do so from the person who held the shares on the record date. Each share of Class A common stock is entitled to
one vote. If you receive more than one proxy card or voting instruction card, you should complete, sign, date, and
return each one (or follow the telephone or online voting instructions) because the cards represent different shares.
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ANNUAL MEETING INFORMATION • VOTING

How to Vote

Stockholders of record. If you are a Class A stockholder and your shares are registered directly in your name with our
stock transfer agent, Computershare, you are considered the “stockholder of record” of those shares. If you are a
stockholder of record, you can give a proxy to be voted at the meeting:

»  over the telephone by calling a toll-free number (800-652-8683);

»  online (www.investorvote.com/BFB); or

»  by completing, signing, dating, and mailing the enclosed proxy card in the envelope provided.

Even if you plan to attend the meeting, we encourage you to submit a proxy. If you do give a proxy, we must receive
it by 1:00 a.m., Eastern Daylight Time, on Thursday, July 28, 2016, or your vote will not be recorded. If you prefer,
you may instead vote in person at the meeting.

The telephone and online voting procedures have been set up for your convenience and are designed to authenticate
your identity, enable you to give voting instructions, and confirm that those instructions are recorded properly. If you
are a stockholder of record and you would like to vote by telephone or online, please refer to the instructions set forth
on the enclosed proxy card.

By giving your proxy, you authorize the individuals named on the proxy card to vote your shares in accordance with
your instructions. These individuals will also have the obligation and authority to vote your shares as they see fit on
any other matter properly presented for a vote at the Annual Meeting. If for any reason a director nominee is not
available to serve, the individuals named as proxy holders may vote your shares at the Annual Meeting for another
nominee. The proxy holders for this year’s Annual Meeting are Geo. Garvin Brown IV, Paul C. Varga, and Matthew E.
Hamel.

If you are a stockholder of record and you sign and return your proxy card (or give your proxy by telephone or
online) without specifying how you want your shares to be voted with respect to both proposals, our proxy holders
will vote your shares “FOR” the election of each of the nominees to the Board, and “FOR” the proposal to amend the
Company’s Restated Certificate of Incorporation to increase the number of authorized shares of Class A common
stock. With respect to any other matter that properly comes before the Annual Meeting, the proxy holders will vote
your shares as recommended by the Board or, if no recommendation is given, using their own discretion.
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“Street name” stockholders. If your shares are held in a stock brokerage account or by a bank (known as holding
shares in “street name”), you have the right to instruct your broker or bank how to vote your shares, and the broker or
bank is required to vote in accordance with your instructions. To provide those instructions by mail, please complete,
sign, date, and return your voting instruction card in the postage-paid envelope provided by your broker or bank.
Alternatively, if the broker or bank that holds your shares offers online or telephone voting, you will receive
information from your broker or bank about how to submit your voting instructions by those methods. Alternatively,
you may vote in person at the meeting, but only if you obtain a “legal proxy” from the broker or bank that holds your
shares.

If you are a street name stockholder and you do not instruct your broker or bank how to vote, your broker or bank is
not permitted to vote your shares on the election of directors (known as a “broker non-vote”). Your broker will,
however, have discretionary authority to vote your shares on the proposal to amend the Company’s Restated
Certificate of Incorporation to increase the number of authorized shares of Class A common stock.

Changing Your Vote

If you are a stockholder of record, you may change your vote by submitting another proxy by telephone or online, by
mailing another properly signed proxy card bearing a later date than your original one, or by attending the Annual
Meeting and casting your vote in person. You also may revoke a proxy that you previously provided by delivering
timely written notice of revocation of your proxy to our Secretary, Matthew E. Hamel, at Brown-Forman Corporation,
850 Dixie Highway, Louisville, Kentucky 40210, or at Secretary@b-f.com.

If you hold your shares in street name and you wish to change or revoke your voting instructions, you will need to
follow the instructions in the materials your broker or bank provided to you.
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ANNUAL MEETING INFORMATION • PROXY SOLICITATION EXPENSES

Voting Privacy

Proxy instructions, ballots, and voting tabulations are handled in a manner that protects the confidentiality of each
stockholder’s vote. Your vote will not be disclosed within the Company or to third parties, except as necessary to meet
legal requirements, to allow for the tabulation and certification of votes, and to facilitate proxy solicitation.
Occasionally, stockholders provide written comments on their proxy cards, which may be forwarded to the Company’s
management and the Board.

Quorum Requirements

Business can be conducted at the Annual Meeting only if a quorum consisting of a majority of the outstanding shares
of Class A common stock is present in person or represented by proxy. Abstentions and broker non-votes, if any, will
be counted as present for purposes of establishing a quorum.

Votes Needed For Approval

Election of directors. Nominees who receive a majority of the Class A votes cast, meaning that the number of shares
voted “for” the nominee exceeds the number of shares voted “against” that nominee, will be elected. Abstentions and
broker non-votes, if any, do not count as votes cast.

Amendment of Restated Certificate of Incorporation to increase the number of authorized shares of Class A
common stock. Approval requires an affirmative vote of the majority of the outstanding shares of Class A common
stock. Abstentions and broker non-votes, if any, will have the same effect as votes against the proposal.

Any other matter properly presented and brought to a vote at the Annual Meeting. Approval requires the affirmative
vote of the majority of the Class A shares present in person or represented by proxy and entitled to vote on the matter.
Abstentions will have the same effect as votes against the proposal. Broker non-votes will have no effect on the vote
since shares held by brokers will not be considered entitled to vote on matters as to which beneficial owners withhold
authority.

Dividend Reinvestment and Employee Stock Purchase Plan Shares

Shares of Class A common stock held in Brown-Forman’s dividend reinvestment and employee stock purchase plans
are included in your holdings and reflected on your proxy card. These shares will be voted as you direct.
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Announcement of Voting Results

We intend to announce the preliminary voting results at the Annual Meeting and to issue a press release later that day.
In addition, we will report the voting results by filing a Form 8-K with the SEC within four business days following
the Annual Meeting.

Proxy Solicitation Expenses

Brown-Forman bears the cost of soliciting proxies. Beginning on June 28, 2016, which is the mailing date for these
proxy materials, our directors, officers, and other employees may solicit proxies in person or by regular or electronic
mail, phone, fax, or online. Directors, officers, and employees of the Company will receive no additional
compensation for soliciting proxies. We will reimburse banks, brokers, nominees, and other fiduciaries for their
reasonable charges and expenses incurred in forwarding our proxy materials to the beneficial owners of our stock held
in street name. In addition, we have retained Proxy Express, Inc. to assist with the distribution of proxy materials for a
fee of approximately $15,000, plus expenses.
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Our Board Of Directors

Our Board is the policy-making body that is ultimately responsible for the business success and ethical climate of the
Company. The Board oversees the performance of our senior management team, which is responsible for leading and
operating the Company’s business. The Board’s primary responsibilities include retention, evaluation, and succession
planning for the Company’s Chief Executive Officer and its Chairman of the Board, as well as oversight of the
Company’s corporate strategy, financial condition, executive compensation policies and practices, and enterprise risk
management. The Board may retain independent advisors to help it perform its duties.

Board Composition

How Our Controlled-Company Status Affects Our Board

Our Board has determined that Brown-Forman is a “controlled company” under New York Stock Exchange (NYSE)
rules because more than 50% of our Class A voting stock is held by members of the Brown family, and Brown family
members historically have voted, by an overwhelming majority, for directors nominated by the Board.

BROWN-FORMAN IS A “CONTROLLED COMPANY.”
As a publicly traded, family-controlled company, Brown-Forman enjoys a rare governance opportunity in that
members of our controlling stockholder family, the Brown family, participate directly on our Board. We believe this
governance structure gives us a distinct competitive advantage, due largely to the long-term ownership perspective
that Brown family members bring to our Board. This advantage is sustained by a careful balancing of the roles of our
Board, Company management, and our stockholders — including the Brown family.

As a controlled company, we are exempt from NYSE listing standards that require boards to have a majority of
independent directors, a fully independent nominating/corporate governance committee, and a fully independent
compensation committee. As a matter of good corporate governance, the Board has voluntarily chosen to have a
Compensation Committee that is composed entirely of independent directors who meet the NYSE’s heightened
independence standards for compensation committee members. Our Board does not have a majority of independent
directors or a fully independent nominating/ corporate governance committee.

Our Independent Directors

Under NYSE listing rules, a director qualifies as “independent” if the board of directors affirmatively determines that
the director has no material relationship with the company. Material relationships can include commercial, industrial,
banking, consulting, legal, accounting, charitable, and familial relationships. While the focus is on independence
from management, the Board considers all relevant facts and circumstances in making an independence
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determination. Our Board recognizes the value of having independent directors on the Board and has determined that
six directors are independent under NYSE standards: Joan C. Lordi Amble (who is not standing for re-election),
Patrick Bousquet-Chavanne, Bruce L. Byrnes, John D. Cook, Michael J. Roney, and Michael A. Todman.

The Board has also determined that Geo. Garvin Brown IV, Paul C. Varga, Campbell P. Brown, Marshall B. Farrer,
and James S. Welch, Jr. (who is not standing for re-election) are not independent because they are, or recently have
been, members of Company management. The Board elected not to make a determination with respect to the
independence of Martin S. Brown, Jr., and Sandra A. Frazier (neither of whom is standing for re-election), Stuart R.
Brown, Augusta Brown Holland, and Laura L. Frazier.

Our Brown Family Directors

The Company believes it is strategically important for Brown family members to be actively engaged in the oversight
of the Company. Through participation on the Board, the Brown family’s long-term perspective is brought to bear, in
some measure, upon each and every matter the Board considers. Brown family directors also serve as an effective
link between the Board and the controlling family stockholders.
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CORPORATE GOVERNANCE • BOARD COMPOSITION

In addition, Board service allows the Brown family to actively oversee its investment in the Company. Following the
Annual Meeting, the Brown family directors will be: Geo. Garvin Brown IV, Stuart R. Brown, Campbell B. Brown,
Augusta Brown Holland, Marshall B. Farrer, and Laura L. Frazier. Martin S. Brown, Jr., and Sandra A. Frazier, both
current Brown family directors, will not stand for re-election at the Annual Meeting.

Our Management Directors

The Company also believes it is important, from a corporate governance standpoint, that Company management be
represented on the Board. Currently, Paul C. Varga, Campbell P. Brown, and Marshall B. Farrer are Board members
who also are members of Company management. James S. Welch, Jr., retired from the Company on May 31, 2016,
and has elected not to stand for re-election at the Annual Meeting.

Brown-Forman Board of Directors

Joan C. Lordi Amble I Marshall B. Farrer B
Vice President and Managing Director of Global Travel Retail,M
Brown-Forman

Patrick Bousquet-Chavanne I Laura L. Frazier
B

Campbell P. Brown B Sandra A. Frazier B
President and Managing Director of Old
Forester, M

Brown-Forman

Geo. Garvin Brown IV B Augusta Brown Holland B
Chairman of the Board of Directors

Martin S. Brown, Jr. B Michael J. Roney I

Stuart R. Brown B Michael A. Todman I
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Bruce L. Byrnes I Paul C. Varga M
Company Chairman and Chief Executive Officer,
Brown-Forman

John D. Cook I James S. Welch, Jr. M
Lead Independent Director Retired from Company management May 31, 2016

Director Type:
I Independent B Brown Family M Management

Recent Changes to our Board

As previously disclosed, three new directors from the Brown family, Campbell P. Brown, Marshall B. Farrer, and
Laura L. Frazier, joined the Board May 26, 2016. Martin S. Brown, Jr., and Sandra A. Frazier, each a current Brown
family director, Joan C. Lordi Amble, a current independent director, and James S. Welch, Jr., a director who recently
retired from Company management, will not stand for re-election at the Annual Meeting.
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Leadership Structure

Chairman of the Board

Our Board believes that the determination of whether to separate or combine the roles of Chairman of the Board and
Chief Executive Officer should depend largely upon the identity of the Chief Executive Officer and the composition
of the Board at the time. For this reason, it does not have a policy on separation of these roles, but rather evaluates the
situation on a case-by-case basis.

Currently, these roles are separate, although they have been combined in the past. Geo. Garvin Brown IV, a Brown
family member, serves as Chairman of the Board. He also serves on our Corporate Governance and Nominating
Committee and the Executive Committee of the Board, which he chairs.

Company Chairman and CEO

Paul C. Varga serves as the Company Chairman and Chief Executive Officer. Mr. Varga is the Company’s highest
ranking executive officer and has responsibility for the Company’s strategy, operations, and performance. He serves as
a member of our Board and on the Executive Committee of the Board.

Lead Independent Director

When a non-independent director holds the office of Chairman of the Board, as is currently the case, the Board (after
considering the recommendation of the Corporate Governance and Nominating Committee) may select one
independent director to serve as Lead Independent Director. John D. Cook has served in this role since 2012.

As Lead Independent Director, Mr. Cook’s responsibilities are to:

» chair executive sessions attended solely by non-management directors and independent directors;
»facilitate open communications between Board meetings and help directors reach consensus on important matters;

» serve as liaison between the Chairman of the Board and the independent directors;
» play a leadership role in contingency and succession planning; and

» perform such other duties as the Board may delegate to assist the Board in fulfilling its responsibilities.
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Mr. Cook chaired one executive session of non-management directors in fiscal 2016. Also, because our
non-management director group includes directors who are not “independent” under NYSE listing standards, Mr. Cook
called and presided over one executive session in fiscal 2016 that was attended solely by our independent directors.

Why the Board Chose this Leadership Structure

Our Board has determined that this leadership structure currently serves the best interests of the Company and its
stockholders. Having a Brown family member serve as Chairman of the Board promotes the Brown family’s active
oversight of, and engagement and participation in, the Company and its business, and reflects the fact that
Brown-Forman is controlled by the Brown family. In addition, because Mr. Brown handles the responsibilities
attendant to the position of Chairman of the Board, Mr. Varga, our Chief Executive Officer, can focus more on the
Company’s strategy and operations, while the Board still has access to his comprehensive knowledge of the Company’s
business. The Lead Independent Director position provides leadership to, and fosters coordination among, our
independent directors, enabling them to fulfill their role of bringing outside perspectives to the Board.

Board Guidelines and Procedures

Corporate Governance Guidelines

The Board believes that transparency is a hallmark of good corporate governance. To that end, the Board has adopted
Corporate Governance Guidelines that provide a framework for the Board to exercise its duties. Among other things,
these guidelines contain policies and requirements regarding: director qualifications; director responsibilities,
including the Lead Independent Director’s role; meetings and attendance; committee composition and responsibilities;
director compensation; and director access to management and independent advisors. The guidelines also require the
Board to conduct an annual self-assessment. The Corporate Governance Guidelines are published on our website at
www.brown-forman.com/about/corporate-governance/guidelines/.

9    BROWN-FORMAN | 2016 PROXY STATEMENT AND NOTICE OF ANNUAL MEETING OF
STOCKHOLDERS

Edgar Filing: SUSSEX BANCORP - Form 10QSB

37



Table of Contents 

CORPORATE GOVERNANCE • BOARD GUIDELINES AND PROCEDURES

Board and Committee Self-Assessment

Each year, our Board and each Board committee (except the Executive Committee) assess how they performed during
the preceding twelve months. The procedures they follow vary, from asking members to complete questionnaires that
call for both quantitative responses and free-text comments, to having an independent third party interview each
member and then synthesize themes that emerge.

Director Service

The Board is authorized to fix the size of the Board at a number between three and seventeen members. Directors are
elected each year at the Annual Meeting by a majority of the votes cast by our Class A stockholders. Once elected, a
director holds office until the next Annual Meeting or until his or her successor is elected and qualified, unless he or
she first resigns, retires, or is removed. Directors are not subject to term limits. A director may not stand for
re-election to the Board after reaching the age of 71. However, in exceptional circumstances, the Board may ask a
director to remain on the Board until a given date if his or her continued service would significantly benefit the
Company. Service of a director beyond the age of 71 requires a recommendation by the Corporate Governance and
Nominating Committee and the approval of two-thirds of the Board (not including the director under consideration).

Board Meetings

The Board held six regular meetings and no special meetings during fiscal 2016. Absent an appropriate reason, all
directors are expected to attend the Annual Meeting of Stockholders, all Board meetings, and all meetings of each
committee on which they serve. Each director attended 75% or more of the aggregate meetings of the Board and
committees on which he or she served during fiscal 2016. All directors then serving attended the 2015 Annual
Meeting of Stockholders.

Board Committees

Our Board has four standing committees: Audit Committee, Compensation Committee, Corporate Governance and
Nominating Committee, and Executive Committee. Each Board committee operates under a written charter that is
posted on our company website at www.brown-forman.com/about/corporate-governance/committee-composition.
Each Board committee other than the Executive Committee conducts an annual self-assessment and may hire
independent advisors as it finds necessary or appropriate.

AUDIT COMMITTEE
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The Board has delegated to the Audit Committee responsibility for the oversight of the Company’s
financial statements; audit process; system of internal controls; enterprise risk assessment and risk
management policies and processes; compliance with legal and regulatory requirements; and internal
audit functions. In addition, the Audit Committee oversees the independent auditor’s qualifications,
independence, and performance. The Audit Committee’s responsibilities include, among other things,
preparing the Audit Committee Report that appears in this Proxy Statement on page 55.

In addition to the NYSE requirement that each Audit Committee member satisfy the NYSE director
independence standards, Audit Committee members must meet other independence standards
mandated by Section 301 of the Sarbanes-Oxley Act and set forth in Rule 10A-3 under the Securities
Exchange Act of 1934 (the “Exchange Act”). Each member of our Audit Committee satisfies these
heightened independence standards. The Board has determined that each member of our Audit
Committee is also “financially literate” within the meaning of the NYSE rules, and that Mr. Todman
and Ms. Amble are “audit committee financial experts” under SEC rules. Ms. Amble currently serves
on the audit committees of three other public companies. The Board discussed this simultaneous
service with Ms. Amble, including the demands and time commitment attendant to such
responsibilities, and determined that such simultaneous service does not impair the ability of Ms.
Amble to effectively serve on the Board and Audit Committee. Ms. Amble is not standing for
re-election at the Annual Meeting.

COMMITTEE
MEMBERS:

»  Michael A.
Todman
(Chair)

» Joan C. Lordi
Amble

»  Bruce L.
Byrnes

» John D. Cook
(since June
2016)

Met 9 times in
fiscal 2016

10    BROWN-FORMAN | 2016 PROXY STATEMENT AND NOTICE OF ANNUAL MEETING OF
STOCKHOLDERS

Edgar Filing: SUSSEX BANCORP - Form 10QSB

39



Table of Contents 

CORPORATE GOVERNANCE • BOARD GUIDELINES AND PROCEDURES

COMPENSATION COMMITTEE

The Compensation Committee’s responsibilities include, among other things, determining the
compensation of the Chief Executive Officer; recommending market-competitive
compensation for the Board; approving incentive compensation plan design and changes
thereto for the Chief Executive Officer and other senior executive officers; assisting the
Board in its oversight of risk related to the Company’s compensation policies and practices;
overseeing the preparation of the Compensation Discussion and Analysis section of this
Proxy Statement; preparing the Compensation Committee Report that appears in this Proxy
Statement on page 39; and leading the evaluation of the performance of the Chief Executive
Officer.

The Compensation Committee has retained Frederic W. Cook & Co. (FWC) to provide
independent advice on executive and director compensation matters. For additional
information on the services provided by and the fees paid to FWC, as well as the
Compensation Committee’s processes and procedures for considering and determining
executive compensation, please see the Compensation Discussion and Analysis section of this
Proxy Statement, which begins on page 25.

Each of the Compensation Committee members qualifies as an independent director under
NYSE listing standards (including the NYSE’s heightened independence standards for
compensation committee members of non-controlled companies), as a “non-employee director”
under SEC rules, and as an “outside director” under regulations adopted pursuant to Section 162
of the Internal Revenue Code. The Board specifically considered factors relevant to the
ability of these directors to be independent from management in connection with
Compensation Committee service.

COMMITTEE
MEMBERS:

»  Patrick
Bousquet-Chavanne
(Chair)

» John D. Cook

» Michael J. Roney

Met 5 times in fiscal
2016

CORPORATE GOVERNANCE AND NOMINATING COMMITTEE

The Corporate Governance and Nominating Committee’s responsibilities, among other things,
are: helping the Board identify, recruit, and recommend appropriate candidates to serve as
directors; reviewing periodically the Company’s corporate governance principles in light of
developments in corporate governance and best practices, taking into account the Company’s
controlled-company status under the NYSE rules; coordinating and overseeing Chief Executive
Officer and Chairman of the Board succession planning; and assisting the Board with its annual
self-assessment. All of the Corporate Governance and Nominating Committee members are
independent under NYSE listing standards except Geo. Garvin Brown IV.

COMMITTEE
MEMBERS:

»  John D. Cook
(Chair)

» Patrick
Bousquet-Chavanne
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In evaluating candidates for Board membership, the Corporate Governance and Nominating
Committee seeks directors who will represent the long-term best interests of all stockholders.
As articulated in our Corporate Governance Guidelines, the Board believes all Brown-Forman
directors should possess the highest personal and professional ethics, integrity, and values. The
Board believes the best directors have the following additional qualities: good judgment,
candor, independence, civility, business courage, experience with businesses and other
organizations of comparable character and comparable or larger size, and a lack of conflicts of
interest.

The Corporate Governance and Nominating Committee and the Board consider diversity in
evaluating candidates for Board membership, though neither has adopted a formal policy to that
effect. The Board’s goal is to maintain a well-balanced membership that combines a variety of
experiences, backgrounds, skills, and perspectives to enable the Board, as a whole, to guide the
Company effectively in the pursuit of its strategic objectives. In evaluating potential Board
candidates, the Corporate Governance and Nominating Committee considers an individual’s
independence; business, professional, or public service experience; relevant industry
knowledge, experience, and relationships; business judgment; financial expertise; international
experience; leadership skills; age, gender, race, and other personal characteristics; time
availability; and familial relation to our controlling family stockholders.

The Corporate Governance and Nominating Committee has engaged independent search firms
to assist in identifying potential Board candidates from time to time. The Board has not adopted
a formal policy regarding stockholder-nominated director candidates because the committee
believes the process it follows to identify and select Board members has been appropriate and
effective.

» Geo. Garvin
Brown IV

»  Bruce L. Byrnes

Met 6 times in fiscal
2016
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CORPORATE GOVERNANCE • COMPANY BEST PRACTICES

EXECUTIVE COMMITTEE

The Board designates the members of the Executive Committee, which consists of the Chief
Executive Officer, the Chairman of the Board (if separate from the Chief Executive Officer), and
one or more other directors as determined by the Board from time to time. The Board can change
the Executive Committee membership, fill vacancies, and dissolve the committee at any time. The
Executive Committee may exercise all of the powers of the Board, subject to certain exceptions
specified in our By-laws or Delaware law. However, traditionally, the Executive Committee acts
only when exercising a power the Board has specifically delegated, when there is an emergency, or
when the issue does not warrant the full Board’s attention.

COMMITTEE
MEMBERS:

»  Geo. Garvin
Brown IV
(Chair)

»  Paul C. Varga

»  John D. Cook
(since May 2016)

»  James S.
Welch, Jr. (until
May 2016)

Met once in
fiscal 2016

Board’s Role in Risk Oversight

The Board believes its current leadership structure best enables it to fulfill its risk oversight function. Our Corporate
Governance Guidelines require the Board to ensure that appropriate processes are in place for managing enterprise
risk, and our Board considers risk oversight to be an integral part of its role in the Company’s strategic planning
process. The Board regularly and actively considers how strategic decisions affect the Company’s risk profile.

While the Board has ultimate oversight responsibility for the risk management process, certain committees have
important supplementary roles in that process. During fiscal 2016, the Board tasked its committees to assist with the
responsibilities outlined below:

»Audit Committee — overseeing the Company’s most significant financial reporting and accounting control risks and
management’s monitoring and management of those risks.
» Compensation Committee — overseeing risk related to the Company’s compensation policies and practices.
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»Corporate Governance and Nominating Committee — overseeing risk related to corporate governance, board
composition, and succession planning for the Chief Executive Officer and the Chairman of the Board.

These committees met regularly with members of management and outside advisors, as necessary, and reported to the
Board regularly on their risk oversight and mitigation activities. In addition, management’s Disclosure Controls
Committee and Risk Committee both play an integral role in making sure that relevant risk-related information is
reported to senior management and the Board as directly and quickly as possible.

Communication with our Board

Stockholders and other interested parties may communicate with our directors, including the non-management
directors or the independent directors as a group, by writing to our Secretary, Matthew E. Hamel, at 850 Dixie
Highway, Louisville, Kentucky 40210, or at Secretary@b-f.com. The Secretary’s office will forward written
communications to the individual director or group of directors to whom they are addressed, with copies to all other
directors.

Company Best Practices

Brown-Forman has long believed that good corporate governance is essential to the Company’s long-term success. We
continually evaluate our corporate governance practices in the context of our controlled-company status to address the
changing regulatory environment, and adopt those practices that we believe are best for Brown-Forman.

Code of Conduct

The Company has adopted the Brown-Forman Code of Conduct, which contains our standards of ethical behavior for
all of our employees and directors. The Code of Conduct includes our Code of Ethics for Senior Financial Officers,
which reflects the expectation that all of the Company’s financial, accounting, reporting, and auditing activities will be
conducted in strict compliance with all applicable rules and regulations and under the highest ethical standards. The
Code of Conduct and the Code of Ethics for Senior Financial Officers can be found on our website at
www.brown-forman.com/about/corporate-governance/code-of-ethics/.
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CORPORATE GOVERNANCE • OUR CONTROLLING FAMILY STOCKHOLDERS

Disclosure Controls Committee

The Company has a Disclosure Controls Committee, which is composed of members of management. This committee
has established controls and procedures designed to ensure that information that the Company may be required to
disclose is gathered and communicated to the committee and that all required disclosures are made in a timely and
accurate manner. The committee has implemented a financial review process that enables our Chief Executive Officer
and Chief Financial Officer to certify our quarterly and annual reports, as well as procedures designed to ensure our
compliance with SEC Regulation FD (Fair Disclosure).

Risk Committee

The Risk Committee, which is composed of members of management, leads the Company’s enterprise risk
management program (ERMP). The objective of the ERMP is to protect the long-term viability of the Company’s
business by identifying and managing risk. The ERMP includes the development and implementation of our risk
management policies and specific governance structures and the oversight of our processes for identifying, assessing,
and mitigating risk. In support of the ERMP’s objectives, the Risk Committee is responsible for identifying critical
risks the Company faces; assessing the adequacy of our methods for managing those risks; communicating the role of
all employees in the ERMP; and integrating the discussion of risk into decision-making processes.

Our Controlling Family Stockholders

Brown-Forman has an engaged family stockholder base with a long-term ownership perspective. We view our status
as a publicly traded, family-controlled company as a distinct competitive advantage, and we believe that a strong
relationship with the Brown family is essential to our growth, independence, and long-term value creation for all
stockholders. The Company interacts with Brown family members in a manner consistent with all applicable laws and
regulations. We actively cultivate our relationship with the Brown family through a number of different channels, as
detailed below.

Brown-Forman/Brown Family Shareholders Committee

In 2007, Geo. Garvin Brown IV and Paul C. Varga organized the Brown-Forman/Brown Family Shareholders
Committee (FSC), which they continue to co-chair. The FSC, which includes several non-family Company executives
in addition to Mr. Varga, provides a forum for frequent, open, and constructive dialogue between the Company and its
controlling family stockholders. The FSC engages the Brown family on topics of mutual interest such as the Company
and industry, governance, ownership, and philanthropy.
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Director of Family Shareholder Relations

The Director of Family Shareholder Relations, a Brown-Forman employee, works with Company employees and
certain Brown family members to develop and implement policies and practices designed to further strengthen the
relationship between the Company and the Brown family.

Brown Family Member Employees

The Company employs ten Brown family members, some of whom participate on management committees that
oversee strategic and operational matters. Participation on these committees enables our Brown family employees to
contribute their perspectives on important issues facing the Company.
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This section provides information about our twelve director nominees, including the experience, qualifications,
attributes, and skills that enable them to make valuable contributions to our Board.

All of our director nominees are current directors of Brown-Forman. Each director was elected at the Company’s 2015
Annual Meeting except for Campbell P. Brown, Marshall B. Farrer, and Laura L. Frazier, who were appointed to the
Board in May 2016.

The Board unanimously recommends a vote “FOR” the election of each director nominee.

Your shares will be voted “FOR” the election of all director nominees listed below unless you instruct the proxy
holders to vote against, or to abstain from voting for, one or more nominees. If any nominee becomes unable to serve
before the meeting, the proxy holders may vote for a substitute nominee if the Board has designated one. As of the
date of this Proxy Statement, it is the Board’s understanding that each nominee is prepared to serve if elected.

Nominees

PATRICK BOUSQUET-CHAVANNE

Director since
2005

Age 58

Committees:

»  Compensation
(Chair)

»  Corporate
Governance and
Nominating

Executive Director of Customer, Marketing and M&S.com, Marks and Spencer Group
PLC, since 2014; Executive Director, Marketing and Business Development, Marks and Spencer
Group PLC, from 2013 to 2014; Corporate Director of Strategy and Business Development,
Marks and Spencer Group PLC, from 2012 to 2013; Co-Chairman of Yoostar Entertainment
Group from 2010 to 2012; President and Chief Executive Officer of Yoostar from 2009 to 2012;
President and Chief Executive Officer of T-Ink Technologies, Inc., from 2008 to 2009; Group
President of The Estée Lauder Companies Inc. from 2001 to 2008; President of Estée Lauder
International, Inc., from 1998 to 2001.

QUALIFICATIONS AND SKILLS: Senior management and board experience at one of the
world’s leading manufacturers and marketers of branded consumer goods, including experience
with strategy implementation, branding, licensing, distribution, and international expansion. In
addition, Mr. Bousquet-Chavanne has experience from Estée Lauder dealing with governance
issues relevant to family-controlled public companies.
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OTHER DIRECTORSHIPS: Marks and Spencer Group PLC since 2013; HSNi Corporation
from 2008 to 2013.

CAMPBELL
P. BROWN

Director since
May 2016

Age 48

President and Managing Director of Old Forester, the Company’s founding bourbon brand, since
2015. A 22-year employee of the Company, he previously served Brown-Forman in the emerging
markets of India, the Philippines, and Turkey, and most recently led the Company’s wine and spirits
portfolio in Canada and the Midwest region of the U.S. Founding member of Brown-Forman/Brown
Family Shareholders Committee since 2007.

QUALIFICATIONS AND SKILLS: Business and industry experience he has gained by serving in
operational, management, and executive positions within the Company; his deep knowledge of
family corporate governance; the perspectives he brings to the Board as a fifth generation Brown
family stockholder; and his history of service on the Brown-Forman/Brown Family Shareholders
Committee, which demonstrates his ability to represent the long-term interests of shareholders.

OTHER DIRECTORSHIPS: Republic Bank and Trust Company since 2008.
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PROPOSAL 1: ELECTION OF DIRECTORS • NOMINEES

GEO. GARVIN
BROWN IV

Director since
2006
Age 47

Committees:

»  Corporate
Governance and
Nominating

»  Executive
(Chair)

Chairman of the Board since 2007; Executive Vice President of Brown-Forman from 2011 to
2015; Senior Vice President and Managing Director of Western Europe and Africa from 2009 to
2011; Vice President and Jack Daniel’s Brand Director in Europe and Africa from 2004 to 2008;
Director of the Office of the Chairman and Chief Executive Officer from 2002 to 2004. Founding
member of Brown-Forman/Brown Family Shareholders Committee since 2007.

QUALIFICATIONS AND SKILLS: Business and industry experience he has gained by serving
in operational, management, and executive positions within the Company; his deep knowledge of
family corporate governance; the perspectives he brings to the Board as a fifth generation Brown
family stockholder; and his history of service on the Brown-Forman/Brown Family Shareholders
Committee, which demonstrates his ability to represent the long-term interests of shareholders.

STUART
R. BROWN

Director
since 2015
Age 51

Managing Partner, Typha Partners, LLC, an early-stage private equity investment company, since
2010; President, DendriFund, Inc., an environmental sustainability charitable foundation established by
Brown-Forman, since 2011; Owner, Between the Covers Bookstore from 1998 to 2010; Sales and
Marketing Management, Brown-Forman, from 1995 to 1998. Founding member of
Brown-Forman/Brown Family Shareholders Committee since 2007.

QUALIFICATIONS AND SKILLS: Extensive experience in family governance, entrepreneurial
management, finance, and board leadership. In addition, Mr. Brown brings to the Board his perspective
as a fifth generation Brown family stockholder, and his history of service on the Brown-Forman/Brown
Family Shareholders Committee demonstrates his ability to represent the long-term interests of
shareholders.
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BRUCE L.
BYRNES

Director since
2010
Age 68

Committees:

»  Audit

»  Corporate
Governance and
Nominating

Vice Chairman of the Board for The Procter & Gamble Company from 2002 to 2008. Mr.
Byrnes retired in 2008 following a 38-year career at P&G, during which he held the following
positions, among others: Vice Chairman, Global Brand Building Training from 2007 to 2008;
Vice Chairman, Global Household Care Division from 2004 to 2007.

QUALIFICATIONS AND SKILLS: Executive leadership of a global consumer goods
company; expertise in brand building and brand management; financial expertise; international
marketing and operational experience; and corporate strategy.

OTHER DIRECTORSHIPS: Boston Scientific Corporation from 2009 to 2015; Cincinnati Bell,
Inc., from 2003 to 2013; Diebold, Incorporated, from 2010 to 2015.
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PROPOSAL 1: ELECTION OF DIRECTORS • NOMINEES

JOHN D. COOK

Director since 2008
Age 63

Committees:

»  Compensation

»  Corporate
Governance and
Nominating (Chair)

»  Audit

»  Executive

Director Emeritus, McKinsey & Company; Director, McKinsey & Company from 2003 to
2008. Earlier in his career, Mr. Cook worked in brand management at The Procter & Gamble
Company, and held the number two management position at The Kellogg Company.

QUALIFICATIONS AND SKILLS: Skills gained during his 32-year career advising and
managing consumer products companies. He brings to the Board leadership, senior
management experience, financial expertise, marketing skills, international expertise,
experience with strategic acquisitions and integrations, and a history of shareholder value
creation.

MARSHALL
B. FARRER

Director since
May 2016
Age 45

Vice President, Managing Director of Global Travel Retail, which includes Duty Free, Military,
Cruise, and Transportation sales globally, since 2015. An 18-year employee of the Company, he led
the global Jack Daniel’s Tennessee Honey brand team from 2013 to 2015, was managing director of
the Australia/Asia region from 2010 to 2013, and led the Latin America & Caribbean region from
2006 to 2009. Founding member of Brown-Forman/Brown Family Shareholders Committee since
2007.

QUALIFICATIONS AND SKILLS: Business and industry experience gained from serving in
operational, management, and executive positions within the Company; his deep knowledge of
family corporate governance; the perspectives he brings to the Board as a fifth generation Brown
family stockholder; and his history of service on the Brown-Forman/Brown Family Shareholders
Committee, which demonstrates his ability to represent the long-term interests of shareholders.
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LAURA L.
FRAZIER

Director since
May 2016
Age 58

Owner, Chairman, and past-CEO of Bittners, a more than 160-year-old interior and commercial
design firm. She previously served on the board of directors of Lenox, Inc., a former subsidiary
company of Brown-Forman, from 1999 to 2005. Founding member of Brown-Forman/Brown Family
Shareholders Committee since 2007.

QUALIFICATIONS AND SKILLS: Executive leadership and entrepreneurial management skills.
In addition, Mrs. Frazier brings to the Board her perspective as a fifth generation Brown family
stockholder; and her history of service on the Brown-Forman/Brown Family Shareholders Committee
demonstrates her ability to represent the long-term interests of shareholders.
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AUGUSTA
BROWN
HOLLAND

Director since
2015
Age 40

Founding Partner, Haystack Partners LLC, known for its nationally acclaimed work in
environmentally conscious real estate development, since 2006. Founding member of
Brown-Forman/Brown Family Shareholders Committee since 2007.

QUALIFICATIONS AND SKILLS: Extensive knowledge of urban planning and revitalization
and environmentally friendly development. Mrs. Holland also serves on numerous civic boards. She
brings to the Board her perspective as a fifth generation Brown Family shareholder, and her history
of service on the Brown-Forman/Brown Family Shareholders Committee demonstrates her ability to
represent the long-term interests of shareholders.

MICHAEL J.
RONEY

Director since
2014
Age 62

Committees:

»  Compensation

Chief Executive Officer of Bunzl plc from 2005 to April 2016.

QUALIFICATIONS AND SKILLS: Extensive senior management and executive leadership
experience; deep expertise in multi-national production, distribution, and operations; financial
expertise; and international mergers and acquisitions experience.

OTHER DIRECTORSHIPS: Deputy Chairman and Chairman Designate of Grafton Group plc
since May 2016; Bunzl plc from 2003 to April 2016; Johnson Matthey plc from 2007 to 2014.

MICHAEL A.
TODMAN

Director since
2014

Retired, Whirlpool Corporation; Vice Chairman, Whirlpool Corporation from 2014 to 2015;
President, Whirlpool International from 2009 to 2014; President, Whirlpool North America from
2007 to 2009.
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Age 58

Committees:

»  Audit (Chair)

QUALIFICATIONS AND SKILLS: Extensive knowledge and experience in multinational
operations, sales and distribution, and manufacturing; extensive leadership of large multinational
organizations; and financial expertise.

OTHER DIRECTORSHIPS: Prudential Financial, Inc., since March 2016; Whirlpool
Corporation from 2006 to 2015; Newell Rubbermaid, Inc., since 2007.
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PAUL C.
VARGA

Director since
2003
Age 52

Committees:

»  Executive

Chief Executive Officer since 2005. Company Chairman since 2007; President and Chief Executive
Officer of Brown-Forman Beverages (a division of Brown-Forman) from 2003 to 2005; Global Chief
Marketing Officer for Brown-Forman Spirits from 2000 to 2003.

QUALIFICATIONS AND SKILLS: In-depth knowledge of the Company’s business, operations, and
strategy gained during his 29 years of employment with the Company; extensive knowledge of the
beverage alcohol industry; sales and marketing expertise; financial expertise; strategic thinking,
leadership, management, consensus-building, and communication skills; and extensive corporate
governance experience via service on two public company boards.

OTHER DIRECTORSHIPS: Macy’s, Inc., since 2012.

Family Relationships. No family relationship — first cousin or closer — exists between any two directors, executive
officers, or persons nominated or chosen by the Company to become a director or executive officer, except for the
following relationships between Brown family directors: Geo. Garvin Brown IV and Campbell P. Brown are brothers;
Laura L. Frazier and Sandra A. Frazier (who is not standing for re-election) are first cousins; Martin S. Brown, Jr.
(who is not standing for re-election), Stuart R. Brown, and Augusta Brown Holland are first cousins; and Marshall B.
Farrer is the first cousin of Geo. Garvin Brown IV and Campbell P. Brown.
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Description of the Proposed Amendment and Vote Required

On May 26, 2016, the Board approved an amendment to the Company’s Restated Certificate of Incorporation to
increase the number of shares of Class A common stock that the Company is authorized to issue from 85,000,000 to
170,000,000. The purpose of the proposed amendment is to facilitate the previously announced two-for-one stock split
of the Class A and Class B common stock, which is described below.

The Board determined that the proposed amendment is advisable and in the best interests of the Company and its
stockholders. The affirmative vote of the holders of a majority of the outstanding shares of the Class A common stock
of the Company is required to approve the proposed amendment.

The full text of the proposed amendment to the Restated Certificate of Incorporation is set forth in Appendix A to this
Proxy Statement.

Purposes and Effects of Increasing the Number of Authorized Shares of Common Stock

On May 26, 2016, the Board also approved a two-for-one stock split on both the Class A common stock and the Class
B common stock, which will be effected in the form of:

»a stock dividend on the Class A common stock payable at a rate of one share of Class A common stock for eachshare of Class A common stock (the “Class A Split”), and

»a stock dividend on the Class B common stock payable at a rate of one share of Class B common stock for eachshare of Class B common stock (collectively with the Class A Split, the “Stock Split”).

If and when issued, the additional shares of Class A and Class B common stock issued in the Stock Split would have
the same rights and privileges as the shares of common stock of the same class that are presently issued and
outstanding. The Stock Split is conditioned on the approval of the proposed amendment by the Class A stockholders.

The primary purpose of increasing the number of authorized shares of Class A common stock is to facilitate the
proposed Stock Split. The proposed amendment would (i) increase the total number of shares of all classes of stock
that the Company is authorized to issue from 485,000,000 to 570,000,000, and (ii) increase the number of shares of
Class A common stock that the Company is authorized to issue from 85,000,000 to 170,000,000. The number of
shares of Class B common stock that the Company is authorized to issue will remain the same.
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As of April 30, 2016, there were approximately 84,530,000 shares of Class A common stock issued and outstanding
(and 470,000 shares held in the treasury of the Company), and approximately 113,212,000 shares of Class B common
stock issued and outstanding (and approximately 29,102,000 shares held in the treasury of the Company). As of such
date, there were zero shares of Class A common stock and approximately 57,000 shares of Class B common stock
reserved for issuance under the Company’s equity compensation plans. This means that as of April 30, 2016, there
were zero authorized shares of Class A common stock and approximately 257,629,000 authorized shares of Class B
common stock that were not outstanding, held in the treasury of the Company, or reserved for issuance.

The following table sets forth the number of shares of each class of common stock that would be authorized, issued,
held in treasury, and reserved for issuance under the Company’s existing equity compensation plans as of April 30,
2016, had the proposed amendment been adopted and the Stock Split effected as of that date.

Authorized Issued Held in Treasury Reserved
Class A common stock 170,000,000169,060,000940,000 0
Class B common stock 400,000,000226,424,00058,203,000 114,000

Except for shares reserved for issuance under our existing equity compensation plans, and shares that would be issued
pursuant to the proposed Stock Split, the Board has no current plans to issue additional shares of Class A or Class B
common stock. The Board has not proposed to increase the number of authorized shares of Class A common stock
with the intention of discouraging tender offers or takeover attempts of the Company.
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PROPOSAL 2: PROPOSED AMENDMENT TO THE COMPANY’S RESTATED CERTIFICATE OF
INCORPORATION TO INCREASE THE NUMBER OF AUTHORIZED SHARES OF CLASS A
COMMON STOCK

Purposes and Effects of Proposed Two-For-One Stock Split Effected in the Form of a Stock Dividend

The Board anticipates that the increase in the number of outstanding shares of Class A and Class B common stock
resulting from the proposed Stock Split will place the market price of each class of common stock in a range more
attractive to individual investors, which may result in a broader market for our stock. The Company will apply to list
the additional shares on The New York Stock Exchange, where both the Class A and Class B common stock are
currently listed for trading.

If the proposed amendment is adopted by the Class A stockholders, upon the effectiveness of the proposed
amendment and the payment of the stock dividend pursuant to the Stock Split, each stockholder of record will receive
and become the record owner of (i) one additional share of Class A common stock for each share of Class A common
stock then owned of record by such stockholder, and (ii) one additional share of Class B common stock for each share
of Class B common stock then owned of record by such owner. Certificates representing shares of Class A and Class
B common stock currently issued should be retained by each stockholder and should not be returned to the Company
or to its transfer agent. Stockholders who would otherwise be entitled to receive fractional shares of common stock
will instead be paid cash (without interest) in lieu of fractional shares.

If stockholders dispose of their shares after the Stock Split, they may pay higher brokerage commissions on the same
relative interest in the Company because that interest is represented by a greater number of shares. Stockholders
should consult their respective brokers to ascertain the brokerage commission that would be charged for disposing of
the greater number of shares.

Tax Treatment of the Stock Split

The proposed Stock Split should not result in recognition of gain, loss, or other taxable income by owners of common
stock under existing U.S. Federal income tax laws, except to the extent of cash, if any, received in lieu of a fractional
share of common stock (which fractional share will be treated as received and then exchanged for cash). The cost
basis for tax purposes of each new share and each of the retained shares of common stock would be equal to one-half
of the cost basis for tax purposes of the corresponding shares immediately preceding the Stock Split (excluding any
portion of such basis that is allocated to any fractional share of common stock). In addition, the holding period for the
additional shares issued pursuant to the Stock Split would be deemed to be the same as the holding period for the
original shares of common stock. A stockholder who receives cash in lieu of a fractional share of common stock
pursuant to the Stock Split should generally recognize capital gain or loss in an amount equal to the difference, if any,
between the amount of cash received and the portion of the stockholder’s tax basis in the shares of the common stock
surrendered that is allocated to such fractional share of common stock. Such capital gain or loss should be long-term
capital gain or loss if the stockholder’s holding period for the common stock surrendered in the Stock Split exceeds one
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year at the time of the Stock Split, or short-term capital gain or loss if not. Stockholders, particularly those who are
subject to the tax laws of other jurisdictions, are urged to consult their tax advisors regarding any tax consequences of
the Stock Split in light of their particular circumstances.

Impact of the Stock Split on the Company’s Equity Compensation Plans

If the proposed amendment is adopted and becomes effective and the Stock Split is effected, in accordance with the
Company’s 2013 Omnibus Compensation Plan and the 2004 Omnibus Compensation Plan, it will be necessary to make
appropriate adjustments in the number of shares of each class of common stock that remain available for issuance
pursuant to such plans, as well as in the number of shares and the exercise price of each class of common stock subject
to outstanding awards under such plans. From the effective date of the proposed Stock Split, the number of shares that
remain available for issuance pursuant to such plans will be doubled, the number of shares subject to outstanding
awards under such plans will be doubled, and the exercise price per share of stock options granted under such plans
will be divided by two.

Impact on the Company’s Financial Statements

If the proposed amendment is adopted and becomes effective and the Stock Split is effected, the value of the common
stock account as reflected in the Company’s financial statements will be increased to reflect the additional shares
issued at par value $0.15 per share and the value of the additional paid-in capital account will be reduced a like
amount, with no overall effect on stockholders’ equity. As described above in “Purposes and Effects of Increasing the
Number of Authorized Shares of Common Stock” beginning on page 19, if the proposed amendment is adopted and
becomes effective, following the Stock Split the number of shares of common stock issued and outstanding, reserved
for issuance, and held in the treasury would be doubled.
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PROPOSAL 2: PROPOSED AMENDMENT TO THE COMPANY’S RESTATED CERTIFICATE OF
INCORPORATION TO INCREASE THE NUMBER OF AUTHORIZED SHARES OF CLASS A
COMMON STOCK

Effective Date of Proposed Amendment and Issuance of Shares for Stock Split Effected in the Form of a Stock
Dividend

If the proposed amendment to Article Fourth of the Restated Certificate of Incorporation of the Company is adopted
by the required vote of Class A stockholders, such amendment will become effective on the date the proposed
amendment is filed with the Secretary of State of the State of Delaware, which will also be the record date for the
determination of the holders of Class A and Class B common stock entitled to additional shares payable as a result of
the Stock Split. If the proposed amendment is approved, the Company currently anticipates that the record date for the
Stock Split effected in the form of a stock dividend will be August 8, 2016, and the distribution date for such
additional shares will be August 18, 2016. The Board reserves the right, notwithstanding stockholder approval of the
proposed amendment, and without further action by the stockholders, to elect not to proceed with the amendment
and/or the Stock Split if, at any time prior to filing the amendment, the Board determines that it is no longer in the best
interests of the Company and stockholders to proceed with the Stock Split.

IMPORTANT NOTE
Please do not destroy or send your existing stock certificates to the Company.
If the proposed amendment is adopted and the Stock Split is effected, those certificates will remain valid for the
number of shares shown thereon, and should be carefully preserved by you. All shares issued as a result of the
proposed Stock Split will be issued in book-entry form, either through DRS or as a credit to an existing stockholder of
record account. You will receive information about the additional shares to which you are entitled on or around the
distribution date. If the proposed amendment is approved, the Company will provide additional details about the
implementation of the Stock Split on its website following the Annual Meeting.

The Board of Directors recommends a vote FOR the proposal to amend Article Fourth of the Restated
Certificate of Incorporation as set forth in Appendix A hereto to (i) increase the total number of shares of all
classes of stock that the Company is authorized to issue from 485,000,000 to 570,000,000, and (ii) increase the
number of shares of Class A common stock that the Company is authorized to issue from 85,000,000, par value
$0.15 per share, to 170,000,000, par value $0.15 per share.
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Overview

Our directors serve one-year terms that begin with their election at an Annual Meeting and end immediately upon the
election of directors at the next year’s Annual Meeting (a period we refer to as a “Board Year” for director compensation
purposes).

Our non-employee director compensation consists of an annual Board retainer, a Chair of the Board retainer, a Lead
Independent Director retainer, committee member retainers, committee chair retainers, and meeting fees. To align the
interests of our non-employee directors with those of our stockholders, our non-employee directors receive their
Board retainers in a combination of cash and equity. Non-employee directors receive meeting fees only if they attend
more than eight meetings (Board), ten meetings (Audit Committee), or six meetings (Compensation Committee and
Corporate Governance and Nominating Committee). The Compensation Committee believes that this structure
appropriately reflects the importance of directors’ active participation at Board and committee meetings.

At the beginning of the current Board Year, the Compensation Committee, with the assistance of Frederic W. Cook &
Co. (FWC), conducted a review of the non-employee director compensation program to monitor its competitiveness in
the market and compared to our comparator group on page 29. Based upon this review, the Compensation Committee
recommended to the Board the following changes to director compensation:

» increase the annual Board equity retainer by $5,000;
» increase the annual Board cash retainer by $5,000;

» increase the annual Compensation Committee member retainer by $2,500; and
» increase the annual Corporate Governance & Nominating Committee member retainer by $5,000.

These changes were recommended by the Compensation Committee, and approved by the Board, to better align
compensation levels with those of our compensation comparator group.

In addition, the Compensation Committee reviewed information and recommendations prepared by FWC for
establishing the compensation for Brown-Forman’s non-employee Chairman of the Board position as Mr. Geo. Garvin
Brown IV transitioned from an executive director to a non-employee director position. Based on a review of the
position’s scope, duties, and available market data, the Compensation Committee recommended, and the Board
approved, the non-employee Chairman of the Board retainer as reflected in the table below.

Director Compensation Structure
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Pay Element Amount
Lead Independent Director Retainer $30,000
Paid in six installments over the Board Year.
Board Retainer $185,000 total
Directors may elect to receive their cash retainer in equity. Directors who
have satisfied our stock ownership guidelines may elect to receive up to 100%
of the retainer in cash, including the equity retainer. The cash retainer is paid
in six installments over the Board Year.

»   $70,000 cash
»   $115,000 equity
(deferred stock
units)

Meeting Fees No meeting fees
were paid for the
2016 Board Year.No fee is paid unless the director attends more than eight meetings (Board).

No fee is paid unless the director attends more than ten meetings (Audit) or
six meetings (Compensation and Corporate Governance & Nominating).
Committee Member Retainers Audit $25,000
Paid in six installments over the Board Year. Compensation $20,000

Corporate
Governance &
Nominating

$20,000

Committee Chair Retainers $20,000
(Audit, Compensation, and Corporate Governance and Nominating)
Paid in six installments over the Board Year. If a director chairs more than
one committee, he or she will receive multiple chair retainers.
Non-Employee Chairman of the Board Retainer $625,000
Paid in six installments over the Board Year.
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DIRECTOR COMPENSATION • OVERVIEW

Deferred Stock Units

Our Deferred Stock Unit (DSU) program for non-employee directors allows us to issue both Class A common DSUs
and Class B common DSUs. Each DSU represents the right to receive one share of the Company’s Class A or Class B
common stock, based on the closing price of the shares on the date the award is made. After a non-employee director’s
Board service ends, his or her DSUs are paid out in shares of Class A or Class B common stock following a six-month
waiting period. Directors may elect to receive this distribution either in a single lump sum or in ten equal annual
installments.

On each dividend payment date, non-employee directors who hold DSUs are credited with additional DSUs for the
cash dividends on the number of shares represented by the DSUs they held on the record date for that dividend. These
dividend credits are calculated based on the market value of the Class A or Class B common stock as of the dividend
payment date.

If a director’s Board service ends during a Board Year, the DSUs attributable to the remainder of that Board Year, and
any corresponding dividend-equivalent DSUs, do not vest and are forfeited.

Employee Directors

Until June 15, 2015, Geo. Garvin Brown IV served as the executive Chairman of the Board and Executive Vice
President of Brown-Forman. In addition to his regular compensation as a Brown-Forman employee, we separately
paid Mr. Brown $17,879 for his service as executive Chairman of the Board during this time period. This value was
included in Mr. Brown’s target long-term incentive compensation. Effective June 15, 2015, Mr. Brown was named our
non-executive Chairman of the Board and was paid as a non-employee director. Otherwise, we do not pay our
employee directors (Paul C. Varga, Campbell P. Brown, and Marshall B. Farrer) for serving on our Board, any of its
committees, or on the boards or equivalent bodies of any of our subsidiaries. For additional information on Geo.
Garvin Brown IV’s compensation as a Brown-Forman employee, please see the “Certain Relationships and Related
Transactions” section, which begins on page 57.

Stock Ownership Guideline

Our stock ownership guideline for non-employee directors is equal to five times the value of the annual board retainer
(with a current guideline of $925,000). When considering whether a non-employee director has satisfied the stock
ownership guideline, the Compensation Committee includes DSUs as well as Class A or Class B common stock held
directly. The value of any unexercised stock-settled stock appreciation rights (SSARs) is not included. Any
non-employee director who has not yet met the stock ownership guideline must elect to receive at least 60% of his or
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her annual equity board retainer in DSUs.

Expense Reimbursement

We reimburse all directors for reasonable and necessary expenses they incur in performing their duties as directors. In
addition, we provide a travel stipend of $3,000 per meeting to directors who must travel to Board meetings from
outside the United States.

Continuing Education Allowance

The Company covers the cost, up to $10,000 per director per Board Year, of continuing education programs to support
our directors’ efforts to remain current on best practices in board governance, industry matters, or other business topics
relevant to their board service.

Events

We occasionally invite our directors and their spouses to certain events, including strategy retreats, retirement
celebrations, award dinners, and similar events. We believe these occasions provide valuable opportunities for our
directors to establish and develop relationships with our senior executives, long-term stockholders, employees, and
each other, furthering our objective of having a strong and cohesive Board.
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DIRECTOR COMPENSATION • FISCAL 2016 DIRECTOR COMPENSATION

Fiscal 2016 Director Compensation

The following table shows the compensation we paid to our non-employee directors for their service in fiscal 2016.

Fiscal 2016 Director Compensation Table

Name Fees Earned or Paid in Cash(1) DSU Awards(2)(3) All Other Compensation(4) Total
Joan C. Lordi Amble $52,273 $175,000 70,000              $297,273
Patrick
Bousquet-Chavanne 65,398 175,000 15,000 255,398

Geo. Garvin Brown IV 450,980 351,884 15,000 817,864
Martin S. Brown, Jr. 182,273 — — 182,273
Stuart R. Brown 173,043 — — 173,043
Bruce L. Byrnes 116,023 110,000 50,000 276,023
John D. Cook 95,398 175,000 4,167 274,565
Sandra A. Frazier 182,273 — — 182,273
Augusta Brown Holland 120,944 65,850 — 186,794
Michael J. Roney 26,648 175,000 18,000 219,648
Michael A. Todman 81,023 110,000 45,833 236,856

(1)

Amounts in this column reflect fees earned during fiscal 2016 and include: annual Board retainer, if paid in cash;
Lead Independent Director fee; annual committee chair and committee member retainers; non-employee Chairman
of the Board retainer, if paid in cash; and any Board and committee meeting fees. This column also includes the
approved increases to Board compensation during the year. The increase to the equity retainer was also paid in
cash as it was approved outside our DSU election period.

(2)

DSUs represent the right to receive one share of Class A or Class B common stock, and are determined by dividing
the cash value of the compensation being paid in DSUs by the closing price of Class A or Class B common stock
on the date of grant. DSU awards for the 2016 Board Year were granted on July 23, 2015. The closing price of our
Class A stock on that date was $111.30. On dividend payment dates, outstanding DSUs are credited with
dividend-equivalent DSUs.

(3)

The aggregate number of SSARs, DSUs, and Restricted Stock Units (RSUs) outstanding for each of our
non-employee directors as of April 30, 2016, is set forth below. All SSARs shown are fully vested and exercisable.
Annual grants of DSUs vest over the course of the Board Year. Outstanding SSARs and RSUs for Geo. Garvin
Brown IV represent awards granted to him while he was an executive for the Company. Mr. Brown’s time-based
RSUs will vest as follows: 3,936 RSUs will vest on 4/30/2017; 3,426 RSUs will vest on 4/30/2018; and 380 RSUs
will vest on 4/30/2019 assuming his continued service on the Board.

Class B SSAR / Class B Time-Based
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DSUs Outstanding Class A DSUs Outstanding Class B Options Outstanding Restricted Stock Units
Name as of April 30, 2016 as of April 30, 2016 as of April 30, 2016 as of April 30, 2016
Joan C. Lordi Amble5,040 2,327 — —
Patrick
Bousquet-Chavanne 6,020 5,184 — —

Geo. Garvin Brown
IV 3,190 — 7,935 7,742

Martin S. Brown, Jr. — 1,731 18,234 —
Bruce L. Byrnes 3,714 3,365 — —
John D. Cook 6,020 5,184 21,752 —
Sandra A. Frazier — 1,731 18,234 —
Augusta Brown
Holland 597 — — —

Michael J. Roney 4,116 — — —
Michael A. Todman 2,980 — — —

(4)

Reflects taxable travel stipend amounts paid during fiscal 2016 to directors who traveled to Board meetings from
outside the United States. In addition, this column includes one-time payments granted to current and prior Audit
Committee members of the Board. This payment was granted in recognition of the increased time commitment
during the 2015 and 2016 Board years. Amounts granted were $70,000 to Ms. Amble, $50,000 to Mr. Byrnes,
$4,167 to Mr. Cook, and $45,833 to Mr. Todman.
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This section describes our executive compensation philosophy and objectives, and the decisions of the Compensation
Committee (Committee) regarding the compensation of our Named Executive Officers (NEOs). For fiscal 2016, our
NEOs were:

Name Title
Paul C. Varga Company Chairman and Chief Executive Officer
Jane C. Morreau Executive Vice President and Chief Financial Officer
Mark I. McCallum Executive Vice President, President Jack Daniel’s Brands
Jill A. Jones Executive Vice President, President, NAR, CCSA, IMEA and GTR
Matthew E. Hamel Executive Vice President, General Counsel and Secretary

Executive Summary

Pay for Performance

We believe in pay for performance through our short-term and long-term incentive programs. These programs utilize
performance metrics to compare our performance to that of our peers. We prioritize the use of these metrics as we
believe it:

»  is the clearest way to demonstrate the value we provide for our stockholders;

»  ensures that we hold ourselves to a performance standard that is as objective as possible;

»  reinforces a competitive and innovative mindset among our leadership; and

»  ensures that incentive payments are appropriate.

We believe one of the best measures of value created by our NEOs for the Company is the return provided to our
stockholders compared to key financial measures of Brown-Forman, our industry, and the broader S&P 500, as shown
in the charts below:
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(1)

Compares total shareholder return of Brown-Forman Class B common stock and diluted earnings per share
(percent growth over prior fiscal year) with the increase in Mr. Varga’s total compensation (percent growth over
prior fiscal year). Mr. Varga’s compensation includes base salary, stock appreciation rights, non-equity
compensation, and all other compensation as reported in the Summary Compensation Table for the applicable year.
It also includes the performance-adjusted restricted stock award values as reported at the end of the applicable
three-year performance period. Mr. Varga’s change in pension values are excluded.

(2)Represents the compound annual growth rate of TSR. Industry total shareholder return is based on a weightedaverage of comparable industry peers.
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COMPENSATION DISCUSSION AND ANALYSIS • OVERVIEW OF OUR COMPENSATION PROGRAM

As a result of the Compensation Committee’s annual review process, it was determined that the total target direct
compensation for our NEOs was below market median when compared to our compensation comparator group listed
on page 29. In light of this review, we believe that our executive compensation program delivers exceptional value to
our stockholders, particularly in light of the combination of strong returns and best-in-class financial performance that
the Company and its management team have delivered over multiple years.

Performance-Based Payouts for Fiscal 2016

Brown-Forman delivered solid performance in fiscal 2016, and payouts reflected the alignment of executive pay with
Company performance.

CASH INCENTIVES

»We reported 8.1% growth in underlying operating income, above our predicted growth target for industry peers of
5%. As a result of this performance, the Company’s short-term cash incentives paid out at 144% of target.

»

Our long-term cash incentives measure three-year performance of our 1) absolute underlying operating income (40%
weighting), 2) our relative underlying operating income compared to industry peers (40% weighting), and 3) the
achievement of key long-term strategic objectives in our BF 150 corporate strategy (20% weighting). Our
performance on these measures for fiscal 2014–2016 resulted in a payout of 160% of target.

EQUITY-BASED INCENTIVES

We use equity-based compensation to align the long-term economic interests of our executives with those of our
stockholders. We offer our NEOs two types of equity-based incentives: performance-based restricted Class A
common stock and stock appreciation rights settled in shares of Class B common stock.

»

Performance-based restricted stock awards for the fiscal 2014–2016 performance period were converted into
restricted shares shortly after the conclusion of fiscal 2016. The conversion was based on the cumulative total
shareholder return of our Class B common stock compared to that of the companies constituting the Standard &
Poor’s Consumer Staples Index. Our relative performance was at the 49th percentile, resulting in a payout at 87.1%
of target.

»
Payouts of our stock-settled stock appreciation rights are determined by the increase of our Class B stock price above
the awards’ stated grant price. Please see page 43 for a list of outstanding stock-settled stock appreciation rights for
each NEO.

Advisory Votes on Executive Compensation
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At our 2014 Annual Meeting, our stockholders expressed overwhelming support for the compensation of our NEOs,
with more than 99% of the votes cast approving the advisory “say-on-pay” resolution. The Committee considered these
results as one factor in its executive compensation decisions for fiscal 2015 and 2016, and did not make any material
changes to the executive compensation program as a result. Following the expressed preference of our stockholders,
the Company will continue to conduct advisory votes on executive compensation every three years, but we may
conduct them more frequently to receive shareholder feedback.

Overview of Our Compensation Program

Compensation Objectives and Principles

The objective of our executive compensation program is to attract, motivate, reward, and retain a diverse team of
talented executives who will lead the Company to produce superior, sustainable long-term value for our stockholders.

As a family-controlled company, our history guides our perspective on executive compensation. Members of the
Brown family have historically served as our senior leadership, and their compensation was modest by competitive
market standards. While this was not a major concern at the time given their significant stock holdings, in recent years
employees other than Brown family members have more frequently held our most senior executive positions, and
have had less substantial ownership in the Company. As a result, our compensation structure has evolved over time to
better reflect the competitive landscape for executive talent, and we have established programs that remain focused on
creating long-term value, reinforcing financial accountability, and delivering outstanding operational performance to
drive sustained performance of Brown-Forman’s stock.
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Compensation Elements

Principal elements of compensation for our NEOs include:

» base salary (including holiday bonus);
» short-term (one-year) performance-based cash compensation;
» long-term (three-year) performance-based cash compensation;

»long-term equity incentive compensation (including stock-settled stock appreciation rights and performance-basedrestricted stock);
» benefits and limited perquisites that are generally available to all senior executives; and

» limited post-employment compensation and other benefits.

Measuring Performance

To measure financial performance, we use a metric called “underlying operating income.” This is determined by
adjusting GAAP operating income for the effect of foreign currency changes, the effect of estimated net changes in
distributor inventories for our brands, the effect of acquisitions and divestitures, and certain other items that we
believe do not reflect the underlying performance of our business.

The Committee believes that the most relevant measures of our performance are:

»strong and sustained growth in underlying operating income, both on an absolute basis and relative to industry peers,
» progress toward the Company’s long-term strategic goals, and

» our three-year total shareholder return relative to the S&P Consumer Staples Index.

Fiscal 2016 Performance Metrics for Brown-Forman Incentive Plans

Performance-Based Component Performance Measures

Short-Term Cash Incentive 80% Weighting: Underlying operating income(1) growth relative to predicted
growth among industry peers
20% Weighting: Individual performance

Long-Term Cash Incentive(2) 30% Weighting: Underlying operating income growth compared to sustained
growth of 8%
30% Weighting: Underlying operating income growth compared to industry peers
40% Weighting: Progress toward the Company’s long-term quantitative and
qualitative strategic goals
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Performance-Based Restricted
Stock Total shareholder return relative to S&P Consumer Staples Index

Stock Appreciation Rights Stock price growth above grant price

(1)
“Underlying operating income” is a non-GAAP measure. We explain why the Company uses this measure in Part II,
Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” under the
heading “Non-GAAP Financial Measures,” in our Annual Report on Form 10-K for fiscal 2016.

(2)Weightings for our long-term cash incentives were adjusted for fiscal 2016 grants. Please see page 33 for details.

Competitive Compensation

We aspire to provide target compensation for our NEOs that approximates median target compensation delivered to
similar positions at companies we consider competition for senior executive talent. We believe that providing strong,
competitive target compensation aligned with performance enhances our ability to secure the right executive
leadership for our Company while driving for the right results for our stockholders.

To ensure this objective is met, the Committee reviews Brown-Forman’s compensation practices to those of a group of
high-performing, brand-building consumer products companies with similar financial characteristics. During fiscal
2016 the Committee reviewed this group of companies to ensure continued alignment with the characteristics of
Brown-Forman. These companies are listed on page 29.

Our company vision is “Building Forever,” which reflects our long-term perspective and desire to remain a strong,
independent company indefinitely. We aim to “enrich the experience of life by responsibly building beverage alcohol
brands, in our own way, that thrive and endure for generations.” We have identified specific strategic ambitions, known
as the BF 150, that support our mission and vision as they represent objectives we believe are necessary to position
our enterprise for success in the year 2020, coinciding with our 150th anniversary. These priorities include:

» Building brands and businesses that create stockholder value;
» Keeping Jack Daniel’s Tennessee Whiskey strong, healthy, and relevant to consumers worldwide;
» Continuing to be the global leader in American whiskey;
» Growing our Finlandia and Herradura portfolios;
» Growing our business in the United States, our largest market;
» Growing our non-U.S. developed and emerging markets;
» Engaging our stockholders, including our controlling family stockholders;
» Pursuing well-balanced capital deployment strategies; and
» Being responsible in everything we do.

We believe that our executive compensation program enhances our ability to achieve these priorities in a manner that
is aligned with our vision, mission, and values.
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COMPENSATION DISCUSSION AND ANALYSIS • TARGET COMPENSATION

The Role of Our Compensation Committee

The Compensation Committee of our Board serves a critical role in our compensation governance. By providing
independent oversight and thought leadership on executive compensation and its relationship to Company
performance, the Committee establishes performance objectives that align pay and performance. With the assistance
of its independent compensation consultant, Frederic W. Cook & Co. (FWC), the Committee establishes
compensation for our NEOs and certain other executive officers and helps the Board fulfill its duties relating to the
compensation of our directors, officers, and employees. The Committee also has the sole authority, on behalf of the
Board, to determine the compensation of our CEO.

The Committee is composed of three independent directors, Messrs. Bousquet-Chavanne (Chair), Cook, and Roney.
Each member of the Committee qualifies as an independent director under the NYSE’s heightened independence
standards for Compensation Committee members of non-controlled companies, a non-employee director under SEC
rules, and an outside director under regulations adopted pursuant to Section 162 of the Internal Revenue Code. As a
“controlled company,” Brown-Forman is not required to meet all of the above standards, but we believe that doing so is
in the best interests of our Company and its stockholders.

The Committee’s deliberations and decisions are informed by the diverse experience of its members, input from certain
members of management, advice from FWC, and access to functional experts in our human resources department.

Sound Pay Practices

We avoid pay practices that we believe do not support the objectives of our executive compensation program or our
culture. We do not offer NEOs employment agreements, non-performance-based cash payments (other than salary and
holiday bonus), tax gross-ups, excessive perquisites, or severance and/or change-in-control agreements. We also have
an Incentive Compensation Recoupment Policy that permits the Company to seek recovery of incentive compensation
paid or awarded in the event of a financial restatement due to material noncompliance with financial reporting
requirements, or the discovery of an error in the calculation of the incentive compensation that was awarded or paid.

Each year we assess and evaluate potential compensation-related risks. Based upon this year’s review, the Company
and the Committee have concluded that our compensation policies and practices do not create any risk that is
reasonably likely to have a material adverse impact on the Company. This is our intent and is consistent with our
findings in prior fiscal years.
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The Compensation Consultant

As the Committee’s independent compensation advisor, FWC reports directly to the Committee and attends Committee
meetings as requested. FWC provides the Committee with information on external compensation trends and guidance
on the compensation of our CEO and other NEOs, in addition to reviewing this Compensation Discussion and
Analysis. FWC provides independent advice to the Board on director remuneration, provides assistance with the
self-assessment process of Board committees and the Board, and acts as the Committee’s advisor in working with
Company management on matters that fall within the Committee’s purview. FWC provides no other services to the
Company or its management.

In accordance with SEC and NYSE requirements, the Committee has reviewed the independence of FWC and
determined that no conflict exists that would compromise the independence of the advice it provides.

Target Compensation

How We Set Target Compensation for Our NEOs

We apply a customized approach to determine the target compensation of each NEO. We consider each NEO’s role,
the value of the role in the labor market, and factors specific to each NEO as an individual. Individual factors include
tenure with the Company, mastery of current role, potential to move into expanded roles, current performance,
scarcity of skill sets, retention risk, fit within our culture, career experience, and internal pay equity. We find that this
approach leads to a more effective pay program than one solely based on external labor market data.

To ensure our pay is competitive, we compare NEO compensation with the compensation for executives in similar
positions within a comparator group of high-performing, brand-building consumer products companies with financial
characteristics similar to those of Brown-Forman. FWC prepares a market analysis comparing the target value of each
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element of compensation for Brown-Forman’s NEOs to those of the comparator group. This analysis produces a range
of market-competitive levels of target compensation as one consideration in determining base salaries and target
incentive compensation for our NEOs.

In setting and evaluating target compensation we use “total direct compensation,” which consists of base salary
(including holiday bonus), short-term incentives, and long-term incentives. While we do not set target compensation
to meet specific benchmarks, we do consider the median of the comparator group as a guide for appropriate target pay
ranges for our NEOs.

To determine the pay elements that make up each NEO’s target compensation, we begin by reviewing a preferred
“pro-forma” mix of pay, developed and recommended by FWC. The objective of this practice is to have a pay mix that
aligns from an internal perspective and supports our goal of promoting shareholder value. FWC and the Committee
periodically review the “pro-forma” mix to ensure this continued alignment.

Brown-Forman CEO & NEO Pay Mix vs. Compensation Comparator
Group

Brown-Forman CEO Mix 17% 21% Short-Term 62% Long-Term
Base Salary 83% At Risk

Comparator CEO Mix 17% 19% Short-Term 64% Long-Term
Base Salary 83% At Risk

Brown-Forman NEO Mix 30% 22% Short-Term 48% Long-Term
Base Salary 70% At Risk

Pro-Forma NEO Mix(1) 30% 22% Short-Term 48% Long-Term
Base Salary 70% At Risk
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Comparator NEO Mix 25% 21% Short-Term 54% Long-Term
Base Salary 75% At Risk

(1) This represents a recommended target pay mix by FWC.

Compensation Comparator Group

During fiscal 2016, the Committee reviewed the compensation comparator group to ensure continued alignment with
the characteristics of Brown-Forman. As a result of this review, Lorillard, Inc. was removed as they were recently
acquired, and Energizer Holdings Inc. was removed due to their recent spin-off transaction.

Campari S.p.A. Harley Davidson Inc. McCormick & Co., Inc. Remy Cointreau SA
Church & Dwight Co., Inc. Hershey Co. Mead Johnson Nutrition Co. The Hain Celestial Group, Inc.
Constellation Brands, Inc. J.M. Smucker Co. Molson Coors Brewing Co. The WhiteWave Foods Company
Diageo Plc. Keurig Green Mountain Inc. Monster Beverage Corp.
Dr. Pepper Snapple Group, Inc. lululemon athletica inc. Pernod Ricard SA
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Target Total Direct Compensation for Fiscal 2016

The chart below shows the annualized target total direct compensation for each of our NEOs in fiscal 2016 versus
fiscal 2015, and the percentage increase of each component.

Fiscal 2016 versus Fiscal 2015 NEO Target Total Direct Compensation

 Salary and  Short-Term  Long-Term Target Total Percent

Name  Year Holiday Bonus(1) Target Incentive Target Incentive Direct Comp Increase PayMix
Paul C. Varga 2016 1,133,370 1,400,000 4,200,000 6,733,370 3%

2015 1,133,370 1,400,000 4,000,000 6,533,370
Jane C. Morreau 2016 572,935 400,000 850,000 1,822,935 4%

2015 552,101 400,000 800,000 1,752,101
Mark I. McCallum 2016 645,854 440,000 850,000 1,935,854 3%

2015 625,020 435,000 821,095 1,881,115
Jill A. Jones 2016 598,978 430,000 800,000 1,828,978 13%

2015 533,350 398,533 683,409 1,615,292
Matthew E. Hamel 2016 495,024 275,000 575,000 1,345,024 8%

2015 484,711 240,000 520,000 1,244,711

(1)Salary and holiday bonus are based on the one-year period beginning on July 1. Other compensation elements arebased on our fiscal year beginning May 1. Any change to compensation during the year is prorated.

Awards and Payouts in Fiscal 2016: Fixed and Short-Term Compensation

Fixed Compensation

Base salary. Salaries are typically adjusted each July following completion of our annual performance review process,
though an NEO’s salary may be adjusted during the fiscal year if he or she experiences a change in role or
responsibility.
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Holiday bonus. One of our longstanding traditions is to offer a majority of our employees, including our NEOs, a
lump-sum cash bonus during the holiday season. The intent of this bonus is to promote continued service within the
Company and likewise recognize our employees. The holiday bonus, which we consider to be part of base salary, is
guaranteed and based solely on the employee’s length of service with the Company.

The table below shows the total amount of fixed compensation that each of our NEOs received in fiscal 2016.

Fixed Compensation for 2016(1)

Name Amount
Paul C. Varga $1,133,370
Jane C. Morreau 569,602
Mark I. McCallum 642,521
Jill A. Jones 594,811
Matthew E. Hamel 493,357

(1)Reflects fiscal year fixed compensation from May 1, 2015, to April 30, 2016, which includes base salary andholiday bonus.
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Short-Term Incentive Compensation

Our NEOs participate in an annual performance-based cash compensation program in which payouts depend on the
achievement of certain performance goals during the fiscal year.

For fiscal 2016, 80% of the target award was tied to Company performance and 20% was tied to individual
performance. We believe that basing the majority of short-term incentive awards for NEOs on Company performance
appropriately reflects the collective accountability of our most senior executives for the performance of the enterprise.
We also believe that basing a lesser, but meaningful, portion of the short-term incentive on individual performance
provides flexibility to differentiate awards among NEOs based on their individual achievements during the fiscal year.

Both the corporate and individual portions of our short-term incentives are subject to a performance factor of 0% to
200%. After adjusting for performance, the two components are added together to determine the total short-term
incentive payment. As a result, the total value of short-term incentives may vary between 0% and 200% of target,
which is a range we believe is sufficient to recognize varying levels of performance while not encouraging excessive
risk-taking.

Please see the “Non-Equity Incentive Plan Compensation” column of the Summary Compensation Table for Fiscal 2016
found on page 40 for the amounts paid to NEOs in short-term incentive compensation for fiscal 2016.

COMPANY PERFORMANCE (80% OF TARGET AWARD)

Company performance goals for fiscal 2016 were based on the Company’s underlying operating income growth as
compared to the expected performance of our industry peers. We aspire to outperform these peers consistently and
sustainably and considered our historical underlying operating income growth trends and outlook for fiscal 2016
performance when setting these objectives.

The Committee determined that, for purposes of the short-term incentive compensation plan, the Company achieved
underlying operating income of $1,090 million for fiscal 2016. (On an as-reported basis, fiscal 2016 operating income
was $1,533 million.) Underlying operating income was calculated by adjusting for the following effects:
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» foreign currency changes;
» estimated net changes in distributor inventories for our brands;

» the sale of the Southern Comfort and Tuaca brands;

»transaction-related costs incurred in fiscal 2016 associated with the purchase of The BenRiach Distillery CompanyLimited.

The effect of the sale of the Southern Comfort and Tuaca brands included the gain on sale, transaction-related costs,
and operating activity for the period that is not comparable.

We explain why the Company uses underlying operating income in Part II, Item 7, “Management’s Discussion and
Analysis of Financial Condition and Results of Operations,” under the heading “Non-GAAP Financial Measures,” in our
Annual Report on Form 10-K for fiscal 2016.

The fiscal 2016 short-term performance goal, our actual performance, and the resulting payout percentage of 144% of
target is shown in the chart below:

Fiscal 2016 Short-Term Incentive Compensation Performance Goal (in $MM)
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INDIVIDUAL PERFORMANCE (20% OF TARGET AWARD)

Individual performance objectives for the NEOs consist of qualitative and quantitative goals that support the
achievement of our strategic priorities. For fiscal 2016, final individual scores were adjusted to ensure a weighted
average reflecting overall Company performance, as we believe the performance of our Company is a reflection of the
performance of our people. Payout levels for the individual portion of the short-term incentive are based on the
following guidelines for aligning performance and compensation:

Performance Payout as a Percentage of Target
Superior 176%–200%
Above Target 126%–175%
On Target 76%–125%
Below Target Up to 75%
Immediate Improvement Required No incentive paid

Individual performance objectives for our NEOs emphasize individual job responsibilities, diversity leadership, talent
development, development of profit-driving ideas, implementation of B-F 150 strategies, and overall contributions to
Brown-Forman as a senior leader.

Awards and Payouts in Fiscal 2016: Long-Term Compensation

Long-term incentives are the most important and largest portion of our NEOs’ target compensation. They are intended
to focus the efforts of our executives on our long-range strategic goals, including sustainable growth and performance
of our brands and superior returns to our stockholders. They also serve as a strong retention incentive and enhance the
alignment of our executives’ interests with those of our stockholders by building equity ownership.

In order to encourage balanced performance to create sustainable value for stockholders, we structure our long-term
incentives as follows:

» 25% of target: in the form of a performance-based cash incentive;
» 25% of target: in the form of performance-based restricted stock;

» 25% of target: in the form of stock-settled stock appreciation rights; and

»25% of target: in the form of any combination of the above, based on the NEO’s preference, subject to CompensationCommittee discretion.
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Our aim with this approach is to align our NEOs’ financial incentives to the Company’s long-term performance
objectives, while also delivering compensation that has the highest perceived value for each individual NEO.

The Compensation Committee initially determines the target dollar value of the total long-term incentive award for
each NEO. With respect to the flexible 25% portion of the award, the Committee has discretion to allocate this portion
in any manner it chooses. Traditionally, however, it has followed the individual preferences expressed by our NEOs.
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Long-Term Performance-Based Cash Incentive (For the Fiscal 2016–2018 Performance Period)

We provide our NEOs with an opportunity to earn a cash-based incentive award that is linked to the Company’s
achievement of long-term performance goals. The graphic below shows how we tie this incentive to those goals,
utilizing the same performance metrics since fiscal 2013. In setting long-term goals for fiscal 2016, the Committee
changed the weightings of the performance metrics to focus more on strategic initiatives and measures relating to
underlying net sales.(1)

Long-Term Cash Incentives Formula(2)

To calculate the final payout, we:

1. Assess performance under the three metrics below and calculate a payout percentage for each.
2. Weight these payout percentages using the weightings shown below.

3. Add the three weighted percentages to arrive at the final payout percentage.
4. Multiply each NEO’s target award by the final payout percentage.

(1)

Underlying net sales is a non-GAAP measure and is detailed in Part II, Item 7, “Management’s Discussion and
Analysis of Financial Condition and Results of Operations,” under the heading “Non-GAAP Financial Measures,” in
our Annual Report on Form 10-K for fiscal 2016. Before a long-term cash incentive may be earned, the Company
must achieve a minimum underlying operating income objective during the three-year performance period.

(2)Weightings for our long-term cash incentives were adjusted for fiscal 2016 grants. Please see page 26 for more
information about the previous weightings.
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AWARDS GRANTED IN FISCAL 2016 (FOR THE FISCAL 2016–2018 PERFORMANCE PERIOD)

Long-term cash incentives granted in fiscal 2016 have a three-year performance period and will be paid shortly
following the completion of fiscal 2018. The table below shows the target awards granted to each NEO in fiscal 2016.

Target Long-Term Cash Awards for Fiscal 2016–2018 Performance Period

Name Amount
Paul C. Varga $1,680,000
Jane C. Morreau 297,500
Mark I. McCallum 425,000
Jill A. Jones 280,000
Matthew E. Hamel 143,750

AWARDS EARNED IN FISCAL 2016 (FOR THE FISCAL 2014–2016 PERFORMANCE PERIOD)

Our long-term cash awards for the three-year performance period beginning in fiscal 2014 were paid out shortly after
fiscal 2016 ended. Based on our performance, the payout was 160% of the target award, calculated as shown in the
graphic below:

Actual Performance and Payout for Fiscal 2014–2016 Performance Period
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The table below shows the long-term cash award that each NEO earned in fiscal 2016 based on the 160% payout for
the fiscal 2014–2016 performance period.

Long-Term Cash Awards Paid for Fiscal 2014–2016 Performance Period

Name Amount
Paul C. Varga $2,664,000
Jane C. Morreau 410,512
Mark I. McCallum 379,200
Jill A. Jones 464,000
Matthew E. Hamel 200,000

Performance-Based Restricted Stock

We award our NEOs and certain other executives shares of Class A common stock through our performance-based
restricted stock awards. Unless otherwise determined by the Committee, performance-based restricted stock awards
are granted on the date of the Company’s Annual Meeting of Stockholders, which is typically held in late July.

AWARDS GRANTED IN FISCAL 2016 (FOR THE FISCAL 2016–2018 PERFORMANCE PERIOD)

Performance-based restricted stock awards granted in fiscal 2016 have a three-year performance period. These awards
are initially expressed as a dollar value. Following the performance period, this target dollar value is converted to
shares that are subject to an additional one-year vesting period, subject to certain events that may cause the award to
vest earlier.

Target Performance-Based
Restricted Stock Awards for
Fiscal 2016–2018 Performance
Period

Name Amount
Paul C. Varga $1,050,000
Jane C. Morreau 297,500
Mark I. McCallum 212,500
Jill A. Jones 280,000
Matthew E. Hamel 143,750
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Performance will be measured by comparing the three-year cumulative total shareholder return of Brown-Forman’s
Class B common stock with the three-year cumulative total shareholder return of the companies in the S&P Consumer
Staples Index. The payout scale is shown below. In addition to the TSR performance measurement, the Company
must achieve an underlying operating income objective during the three-year performance period. If the underlying
operating income threshold is not achieved, no awards will be earned.

Performance-Based Restricted Stock Awards:

Payout Scale and Potential Payouts for Fiscal 2016–2018 Performance Period

30th 55th 80th
Percentile Percentile Percentile

Brown-Forman 3-year TSR Rank vs. S&P Consumer Staples Index Threshold Target Maximum
50% Payout 100% Payout 150% Payout

Payouts for performance between threshold and target, and between target and maximum, will be interpolated using a
straight-line method. In calculating total shareholder return, we look at the average closing stock prices over the sixty
trading days preceding the performance period and the final sixty trading days of the performance period. The
companies used for the performance comparison will be those that constitute the S&P Consumer Staples Index at the
end of the performance period.
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PERFORMANCE-BASED RESTRICTED STOCK AWARDS EARNED IN FISCAL 2016

(FOR THE FISCAL 2014–2016 PERFORMANCE PERIOD)

Performance-based restricted stock awards for the fiscal 2014–2016 performance period were subject to a three-year
performance period followed by a one-year vesting period. Performance was measured by comparing the three-year
cumulative total shareholder return of Brown-Forman’s Class B common stock with the three-year cumulative total
shareholder return of the companies that constituted the S&P Consumer Staples Index when the performance period
ended. Vesting of the performance-adjusted stock award earned in fiscal 2016 will occur after the one-year vesting
period, i.e., April 30, 2017, subject to certain events that may cause the award to vest earlier.

The following companies constituted the comparative S&P Consumer Staples Index:

Atria Group Inc. Costco Wholesale Corp. Kroger Co. Sysco Corp.
Archer Daniels Midland Co. CVS Health Corp. McCormick & Co. Inc. The Coca-Cola Co.

Brown-Forman Corp. (Cl B) Dr. Pepper Snapple Group
Inc. Mead Johnson Nutrition Co. Tyson Foods Inc. (Cl A)

Campbell Soup Co. Estee Lauder Cos., Inc. (Cl
A)

Molson Coors Brewing Co.
(Cl B) Wal-Mart Stores Inc.

Church & Dwight Co,. Inc. General Mills Inc. Mondelez International Inc.
(Cl A)

Walgreens Boots Alliance
Inc.

Clorox Co. Hershey Co. Monster Beverage Corp. Whole Foods Market Inc.
Coca-Cola Enterprises Inc. Hormel Foods Corp. PepsiCo Inc.
Colgate-Palmolive Co. J.M. Smucker Co. Philip Morris International Inc.
ConAgra Foods Inc. Kellogg Co. Procter & Gamble Co.
Constellation Brands Inc.
(Cl A) Kimberly-Clark Corp. Reynolds American Inc.

The Committee chose a range of payouts (50% to 150% of target) to support our goals of pay for performance and
increased NEO equity ownership, while at the same time discouraging unnecessary risk-taking. Based on performance
over the three-year period ending in fiscal 2016, the awards paid out at 87.1% of target.

This performance level was used to determine the number of restricted shares issuable to our NEOs, as shown below.
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Performance-Based Restricted Stock Awards:  
Performance for Fiscal 2014–2016 Performance Period

Payouts for performance between threshold and target, and between target and maximum, are interpolated using a
straight-line method. In calculating total shareholder return, we look at average closing stock prices over the sixty
trading days preceding the performance period and the final sixty trading days of the performance period.

The resulting value was adjusted upward to account for dividends paid during the second and third years of the
performance period. The number of restricted shares issued was then calculated using the closing price of Class A
common stock on the date of grant (at the beginning of the three-year performance period). The Committee chose this
calculation method to ensure that our NEOs remain exposed to changes in stock price and dividends issued during the
performance period, consistent with the goals of our long-term incentive plan. These restricted shares were issued on
June 1, 2016, and are subject to a one-year vesting period that ends on April 30, 2017. For more information on the
performance-based restricted stock awards granted during fiscal 2016, please see the Grants of Plan-Based Awards
Table and the Outstanding Equity Awards at 2016 Fiscal Year-End Table, set forth on pages 42 and 43, respectively.
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The table below shows the number of shares of performance-based restricted stock that were issued on June 1, 2016,
for the fiscal 2014–2016 performance period.

Shares Issued for Fiscal 2014–2016 Performance Period
Number of

Name Class A Shares
Paul C. Varga 13,388
Jane C. Morreau 2,322
Mark I. McCallum 3,812
Jill A. Jones 1,750
Matthew E. Hamel 1,509

Stock Appreciation Rights

We award stock-settled stock appreciation rights (SSARs) that allow our NEOs to receive the value of the
appreciation of our Class B common stock between the grant date and the exercise date. Unless the Committee
determines otherwise, SSARs are granted annually on the date of the Annual Meeting of Stockholders, which is
typically held in late July. The number of Class B common SSARs awarded to our NEOs for fiscal 2016 was
determined by dividing the dollar value of each SSAR award by the value of one SSAR (determined by the
Black-Scholes method) at the close of trading on the grant date. SSARs become exercisable on the first day of the
third fiscal year following the grant date and are generally exercisable for seven fiscal years thereafter. The SSARs
granted in July 2015 (for fiscal 2016) therefore become exercisable on May 1, 2018, and expire on April 30, 2025.

SSAR Grants in Fiscal 2016 (in Class B shares)

Name SSARs Granted
Paul C. Varga 77,125
Jane C. Morreau 13,379
Mark I. McCallum 11,150
Jill A. Jones 12,592
Matthew E. Hamel 15,084

Other Compensation Elements

Post-Termination Compensation and Benefits

Edgar Filing: SUSSEX BANCORP - Form 10QSB

89



We do not have employment agreements with any of our NEOs, nor do we maintain a formal severance plan that
provides for post-termination compensation or benefits.

Employee Benefits and Perquisites

We provide our NEOs with certain benefits that are available to nearly all of our salaried employees in the United
States, including Company-paid group term life insurance (equal to two times target cash compensation), travel
accident insurance, Company matching contributions to a 401(k) savings plan, medical and dental plans, and a
pension that grows with each additional year of service and pay. NEOs and certain other executives receive additional
benefits, including a leased automobile, automobile insurance, and limited reimbursement of financial planning
expenses.

We purchase tickets to sporting and entertainment events for business outings with customers and suppliers. If the
tickets are not used for business purposes, employees (including the NEOs) may use the tickets at no incremental cost
to the Company. In addition, we occasionally invite the NEOs and their spouses to certain events, including retirement
celebrations, award dinners, and similar events. We believe these events provide valuable opportunities for our senior
executives to establish and develop relationships with our directors, long-term stockholders, employees, and each
other, furthering our objectives of retention and having a strong and cohesive management team. For more detail on
these employee benefits, please see the “All Other Compensation” column of the Summary Compensation Table for
Fiscal 2016 found on page 40.
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Brown-Forman Corporation Non-qualified Savings Plan

We provide our NEOs and other senior executives the opportunity to defer income on a pre-tax basis to help them
plan for future financial needs. The Brown-Forman Corporation Non-qualified Savings Plan (Savings Plan) greatly
enhances the perceived value of compensation for participants at very little cost to the Company. The Savings Plan
allows our NEOs to make pre-tax deferrals of up to 50% of base salary (including holiday bonus) and up to 75% of
short- and long-term cash incentives. Participants in the Savings Plan may notionally invest their plan balances in
mutual funds within generally the same asset classes available to participants in our qualified 401(k) savings plan.

In the event a participant’s deferrals into the Savings Plan reduce the participant’s taxable compensation that would
otherwise be considered 401(k)-eligible pay upon which Company matching in the 401(k) is calculated, the Company
will contribute to the Savings Plan to make up for any lost match under the Company’s 401(k) plan. All deferrals to the
Savings Plan, and the Company’s contributions to it, are 100% vested when made, as are any deemed earnings related
to those contributions. The benefits owed under the Savings Plan will be general unsecured obligations of the
Company, though the Company has chosen to set aside assets in a trust for the purpose of paying plan benefits. The
Company is not entitled to an income tax deduction on the benefits owed under the Savings Plan until the benefits
become taxable to the participants, which generally will be when the benefits are actually paid. Benefits accumulated
under the Savings Plan are payable at either a participant-selected date at least two years after a contribution is made
or after a participant’s termination of employment. Amounts payable after termination are payable in a lump sum six
months after termination, except in the case of retirement, where the form of payment (lump sum or installments of up
to 10 years) and the time of payment (up to ten years after retirement) will be chosen by the participant. The
Non-qualified Deferred Compensation Table for Fiscal 2016 on page 47 contains information about NEO activity in
the Savings Plan during fiscal 2016, including employee contributions, gains and losses attributable to the change in
market value of the notional investments, and any payments to our NEOs.

Compensation Policies and Practices

Incentive Compensation Recoupment Policy

The Compensation Committee oversees our Incentive Compensation Recoupment Policy. If the Company restates its
reported financial results due to material noncompliance with any financial reporting requirement under the U.S.
federal securities laws within three years after the date the results were first publicly issued or filed, or if the Company
discovers an error in the calculation of any incentive compensation that was awarded or paid within the three years
prior to the date of the discovery, then the Company will, at the direction of the Committee, seek to recover all or part
of the incentive compensation awarded or paid to executive officers that would not have been awarded or paid based
upon the restated financial results or correct incentive calculation. If the Committee determines that any executive
officer engaged in fraud or intentional misconduct in connection with either a restatement of results or an error in
incentive calculation, the Committee can direct the Company to seek to recover incentive compensation awarded or
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paid to an executive officer that would not have been awarded or paid to such executive officer based upon the
restated financial results or correct calculation for a period of six years after the date of the first public issuance or
filing of such financial results or six years prior to the date of discovery of fraud or misconduct.

Deductibility of Compensation

Section 162(m) of the Internal Revenue Code limits to $1 million the amount of annual compensation the Company
may deduct for tax purposes when paid to an NEO (other than the Chief Financial Officer) unless the compensation is
“performance-based” and paid under a formal compensation plan that meets the Internal Revenue Code’s requirements.
To maintain flexibility, we have no policy requiring that all NEO compensation be fully deductible, but the
Committee takes this factor into account when making compensation decisions.

Compensation Risk Assessment

To determine the level of risk arising from our compensation policies and practices, we conduct an annual risk
assessment, with oversight by the Committee and its independent advisor, FWC, and by the Company’s internal
auditors. The assessment is based on a framework provided by FWC and examines the risk associated with the
compensation programs applicable to all of our employees. The assessment also considers the features of our
compensation programs that are designed to mitigate risk. We believe our compensation programs encourage and
reward an appropriate level of risk taking. Management and the Committee concluded, based upon the results of the
assessment for fiscal 2016, that our compensation policies and practices are not reasonably likely to have a material
adverse effect on the Company.
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Equity Award Grants

Under our equity award grant policy, the grant date of any award must be the date of the applicable Committee or
Board meeting at which it was approved, and the grant price must be the closing price of the relevant class of our
common stock on the grant date. We do not have a program, plan, or practice of timing equity award grants in
conjunction with the release of material non-public information (or vice-versa). We have never re-priced or
back-dated options or SSARs granted under any of our equity compensation plans, and our 2013 Omnibus
Compensation Plan specifically prohibits these practices.

Source of Plan Shares

We try to limit the source of shares delivered to participants under our equity compensation plans to those purchased
by the Company from time to time on the open market (in connection with a publicly announced share repurchase
program), in private transactions, or otherwise. If we determine that the timing of such purchases may unduly affect
the market price of the shares, the purchases may be spread over a period of time sufficient to minimize this effect.
We may use newly-issued shares to cover exercises or redemptions of awards under the Plan and then purchase an
equal number of shares on the open market or otherwise as quickly as is reasonably practicable thereafter. These
practices minimize long-term dilution to our stockholders.

Margin Sales, Derivative Transactions Prohibited

The Company’s Code of Conduct prohibits employees and directors from selling Brown-Forman securities that they do
not own (a “short sale”), purchasing shares on margin, or holding shares in a margin account. Employees and directors
also are prohibited from engaging in transactions involving exchange-traded options, puts, calls, or other derivative
securities based on Brown-Forman securities.

Our Policy on Stock Ownership Guidelines

We do not have stock ownership guidelines for our employees, as we do not feel that encouraging our employees to
accumulate large quantities of Company stock is a top priority due to our family-controlled status. However, the
Committee does review the stock ownership status of our NEOs before granting additional stock-based compensation
each year to ensure that such grants are necessary and to assess potential retention risk. We list the stock beneficially
owned by our NEOs on page 53.

CONCLUSION
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We believe that our executive compensation program continues to successfully attract, motivate, reward, and retain a
team of talented and diverse executives and key employees, both in the United States and around the world, who will
lead us to achieve our goal of being the best brand builder in the spirits industry and enable us to deliver sustainable
and superior value to our stockholders over time.

Compensation Committee Report

We, the Compensation Committee of the Board of Directors of Brown-Forman Corporation, have reviewed and
discussed with Company management the above Compensation Discussion and Analysis, and based on such review
and discussion, have recommended to the Board of Directors that the Compensation Discussion and Analysis be
included in this Proxy Statement.

COMPENSATION COMMITTEE
Patrick Bousquet-Chavanne, Chairman

John D. Cook

Michael J. Roney
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Summary Compensation

The following table sets forth the compensation of our NEOs for the fiscal years shown below, calculated under SEC
rules.

Fiscal 2016 Summary Compensation Table

Change in
Pension
Value and
Non-qualified

SSAR/ Non-Equity Deferred
Stock Option Incentive Plan CompensationAll Other

Name and Principal Position Year  Salary(2) Bonus(3)Awards(4) Awards(5) Compensation(6)Earnings(7) Compensation(8)Total
Paul C. Varga 2016 $1,133,370$ — $1,271,130$1,470,003$4,680,000 $1,024,961 $35,375  $9,614,839
Company Chairman and
Chief Executive Officer 2015 1,128,370 — 1,458,380 1,200,017 4,172,350 3,028,728 29,232 11,017,077

2014 1,112,500 — 6,098,247 925,007 3,649,500 439,768 34,128 12,259,150
Jane C. Morreau 2016 569,602 — 360,154 255,004 1,002,512 810,430 31,434 3,029,136
Executive Vice President and
Chief Financial Officer 2015 544,601 — 283,342 264,003 1,007,128 847,345 28,809 2,975,228

2014 456,458 — 190,460 137,507 806,716 416,455 31,042 2,038,638
Mark I. McCallum 2016 642,521 — 257,253 212,519 1,008,400 484,855 33,233 2,638,781
Executive Vice President,
President Jack Daniel’s Brands 2015 621,270 — 280,165 268,958 1,004,920 698,440 32,211 2,905,964

2014 605,625 — 312,650 237,010 1,099,180 344,679 30,891 2,630,035
Jill A. Jones 2016 594,811 — 338,968 240,004 1,078,900 485,063 33,885 2,771,631
Executive Vice President,
President, NAR, CCSA, 2015 529,600 — 244,279 201,016 1,065,215 536,006 28,992 2,605,108

IMEA & GTR 2014 496,458 — 143,463 145,002 853,920 249,032 25,518 1,913,393
Matthew E. Hamel 2016 493,357 — 174,024 287,501 596,000 194,110 33,123 1,778,115
Executive Vice President,
General Counsel & Secretary(1)

(1) Compensation for Mr. Hamel is listed only for 2016 because he was not an NEO in 2014 and 2015.
(2)
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Salary includes holiday bonus and is based on the fiscal year beginning May 1, 2015. Salary increases for fiscal
2015 took effect July 1, 2015. The holiday bonus, which is provided to all salaried employees, is based on the
employee’s length of service with the Company, as shown in the table below:

Length of Continuous Service Amount of Holiday Bonus
3 months but less than 6 months 1/8 of monthly salary
6 months but less than 5 years 1/4 of monthly salary
5 years but less than 10 years 3/8 of monthly salary
10 years or more 1/2 of monthly salary

(3)NEOs do not receive non-performance-based compensation that would be considered a “Bonus” under SEC rules.

(4)

Includes the aggregate grant date fair value of performance-based restricted stock granted during the respective
fiscal years, calculated in accordance with FASB ASC Topic 718. The grant date fair value of awards subject to
performance conditions was calculated based on the probable outcome of the performance condition as of the grant
date for the award, which for all years is based on the target number of shares.

(5)

Includes the aggregate grant date fair values of SSARs granted during the respective fiscal years, calculated in
accordance with FASB ASC Topic 718. Assumptions used in the calculation of these amounts are included in Note
10 to the Company’s audited financial statements for the fiscal year ended April 30, 2016, which are included in our
Annual Report on Form 10-K for fiscal 2016.
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(6)

Amounts listed for fiscal 2016 include short-term cash incentive compensation paid for the one-year performance
period ending on April 30, 2016, and long-term cash incentive compensation paid for the three-year performance
period ending on April 30, 2016, as approved by the Compensation Committee in May 2016 and paid to the NEOs
on June 15, 2016. These amounts are shown below.

Short-Term Cash Long-Term Cash Total
Paul C. Varga $2,016,000 $2,664,000 $4,680,000
Jane C. Morreau 592,000 410,512 1,002,512
Mark I. McCallum 629,200 379,200 1,008,400
Jill A. Jones 614,900 464,000 1,078,900
Matthew E. Hamel 396,000 200,000 596,000

(7)

Amounts represent changes between fiscal years in the actuarial present value of the accumulated pension benefits
of each of the NEOs under the applicable pension or savings plan. Pension values may fluctuate significantly from
year to year depending on a number of factors, including age, years of service, average annual earnings, and the
assumptions used to determine the present value, such as the discount rate and mortality tables. Please see the
Pension Benefits Table on page 45 for the assumptions used in calculating the change in pension value. None of
the NEOs received above-market or preferential earnings (as these terms are defined by the SEC) on their
nonqualified deferred compensation accounts.

QualifiedNon-QualifiedTotal
Paul C. Varga $92,499 $932,462 $1,024,961
Jane C. Morreau 101,463 708,967 810,430
Mark I. McCallum 79,870 404,985 484,855
Jill A. Jones 64,060 421,003 485,063
Matthew E. Hamel 56,723 137,387 194,110

(8) The following table sets forth each component of the “All Other Compensation” column.

Cost of Company-
401(k) Matching Provided Life Cost of Company-

Name Contribution(a) Insurance Leased Car(b) Other(c)Total
Paul C. Varga $13,250 $3,152 $14,973 $4,000 $35,375
Jane C. Morreau 13,384 3,046 11,004 4,000 31,434
Mark I. McCallum 13,583 3,152 12,498 4,000 33,233
Jill A. Jones 14,708 3,082 13,385 2,710 33,885
Matthew E. Hamel 13,417 2,392 13,314 4,000 33,123
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(a)For the period May 1, 2015, through April 30, 2016.

(b)Values based on the cost to the Company during the fiscal year, including lease payments, maintenance,registration, and insurance premiums.
(c)Reimbursement of financial planning expenses up to a limit of $4,000 for the fiscal year.
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Grants of Plan-Based Awards

The following table contains information regarding the equity and non-equity awards granted to our NEOs during
fiscal 2016 under our 2013 Omnibus Compensation Plan. For additional information on the fiscal 2016 awards
granted there-under, please see our Compensation Discussion and Analysis, which begins on page 25.

Fiscal 2016 Grants of Plan-Based Awards Table
All Other
Option Awards: Grant Date
Number of Exercise or Fair Value

Estimated Possible Payouts
Under

Estimated Possible Payouts
Under Securities Base Price of Stock

Grant Award Non-Equity Incentive Plan
Awards(2)

Equity Incentive Plan
Awards(3) Underlying of Option and Option

Name Date Type(1) ThresholdTarget Maximum ThresholdTargetMaximum Options(4) Awards(5) Awards(6)
Paul C.
Varga STC $0 $1,400,000$2,800,000

LTC 0 1,680,000 3,360,000
7/23/2015PBRS 4,842 9,684 14,525 $1,271,130
7/23/2015SSAR 77,125 $102.25 1,470,003

Jane C.
Morreau STC 0 400,000 800,000

LTC 0 297,500 595,000
7/23/2015PBRS 1,373 2,744 4,116 360,154
7/23/2015SSAR 13,379 $102.25 255,004

Mark I.
McCallum STC 0 440,000 880,000

LTC 0 425,000 850,000
7/23/2015PBRS 981 1,961 2,940 257,253
7/23/2015SSAR 11,150 $102.25 212,519

Jill A.
Jones STC 0 430,000 860,000

LTC 0 280,000 560,000
7/23/2015PBRS 1,292 2,583 3,874 338,968
7/23/2015SSAR 12,592 $102.25 240,004

Matthew
E. Hamel STC 0 275,000 550,000

LTC 0 143,750 287,500
7/23/2015PBRS 664 1,327 1,990 174,024
7/23/2015SSAR 15,084 $102.25 287,501
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(1)
STC-short-term (or annual) incentive compensation payable in cash; LTC-long-term incentive compensation
payable in cash after the three-year performance period; PBRS-Class A common performance-based restricted
stock; SSAR-Class B common stock-settled stock appreciation rights.

(2)

Amounts represent potential value of the short-term incentive compensation opportunity for the fiscal 2016
performance period plus the cash component of the long-term incentive compensation opportunity for the fiscal
2016 through fiscal 2018 performance period. No amounts are payable if threshold underlying operating income
performance levels are not achieved. STC and LTC are capped at 200% of target. Please see the “Non-Equity
Incentive Plan Compensation” column of the Summary Compensation Table on page 40 for amounts actually paid,
which includes the short-term cash incentive compensation paid for the one-year performance period ending on
April 30, 2016, and the long-term cash incentive compensation paid for the three-year performance period ending
on April 30, 2016. The maximum awards providing for cash settlement that may be granted to any NEO in fiscal
2016 are capped at $6,000,000.

(3)

Amounts represent the estimated payouts of the PBRS stock awards granted in fiscal 2016. PBRS awards are
initially determined as a cash value, and then are subject to a three-year performance period followed by a one-year
vesting period. The final number of shares earned will be determined by multiplying the cash value of the target
award by the three-year performance percentage, adjusting upwards to account for dividends paid during the
second and third years of the performance period, and then dividing that amount by $111.30, which was the closing
price of our Class A common stock on the date of grant, July 23, 2015. PBRS awards granted in fiscal 2016 will
vest on April 30, 2019. The estimated possible payouts assume the Company continues to issue dividends at the
current rate during the performance period.

(4)

The number of SSARs awarded for fiscal 2016 was determined by dividing the cash value of each SSAR award by
the Black-Scholes value ($19.06) of our Class B common stock as of the close of trading on the date of grant, July
23, 2015. SSARs become exercisable on the first day of the third fiscal year following the fiscal year of grant and
are generally exercisable for seven fiscal years thereafter (barring certain events that may require the award to
become exercisable earlier). SSARs granted July 23, 2015, become exercisable on May 1, 2018, and expire April
30, 2025.

(5)The exercise price for the SSARs represents the closing price of our Class B common stock on the grant date.

(6)

Calculated in accordance with FASB ASC Topic 718. Awards subject to performance conditions are calculated
based on the probable outcome of the performance condition as of the grant date for the award. Assumptions used
in the calculation of these amounts are included in Note 10 to our audited financial statements for the fiscal year
ended April 30, 2016, which are included in our Annual Report on Form 10-K for fiscal 2016.
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Outstanding Equity Awards

The following table lists the outstanding equity awards held by our NEOs as of April 30, 2016. The year-end values
shown in the table are based on the April 30, 2016, closing prices for our Class A common stock ($103.71) and our
Class B common stock (96.32).

Outstanding Equity Awards at 2016 Fiscal Year-End Table
SSAR Awards(1) Stock Awards(2)

Equity Incentive
Equity Incentive Plan Awards:
Plan Awards: Market or

Number of Number of Number of Payout Value
Securities Securities Number of Market Value Unearned of Unearned
Underlying Underlying Shares or of Shares or Shares, Units Shares, Units
UnexercisedUnexercised SSAR SSAR Units of Stock Units of Stock or Other Rights or Other Rights

Grant SSARs SSARs ExerciseExpiration That Have Not That Have Not That Have Not That Have Not
Name Date Exercisable UnexercisablePrice Date Vested(3) Vested(3)(4) Vested(5)(6) Vested(7)
Paul C.
Varga 7/28/201195,761 $46.40 4/30/2021

7/26/201292,514 58.70 4/30/2022
7/25/2013 62,332 72.42 4/30/2023
7/24/2014 61,023 91.97 4/30/2024
7/23/2015 77,125 102.25 4/30/2025
7/25/2013 13,388 $1,388,469
7/25/2013 70,011 $7,260,841
7/24/2014 23,856 2,474,106
7/23/2015 14,525 1,506,388

Jane C.
Morreau 7/24/20087,131 $35.51 4/30/2018

7/23/200911,463 27.05 4/30/2019
7/22/201012,590 38.43 4/30/2020
7/28/201114,365 46.40 4/30/2021
7/26/201211,098 58.70 4/30/2022
7/25/2013 9,266 72.42 4/30/2023
7/24/2014 13,425 91.97 4/30/2024
7/23/2015 13,379 102.25 4/30/2025
7/25/2013 2,322 $240,815
7/24/2014 4,635 $480,696
7/23/2015 4,116 $426,870

Mark I.
McCallum 7/23/200923,437 $27.05 4/30/2019

7/22/201020,455 38.43 4/30/2020
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7/28/201123,144 46.40 4/30/2021
7/26/201224,859 58.70 4/30/2022
7/25/2013 15,971 72.42 4/30/2023
7/24/2014 13,677 91.97 4/30/2024
7/23/2015 11,150 102.25 4/30/2025
7/25/2013 3,812 $395,343
7/24/2014 4,584 $475,407
7/23/2015 2,940 304,907
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Outstanding Equity Awards at 2016 Fiscal Year-End Table (continued)
SSAR Awards(1) Stock Awards(2)

Equity Incentive
Equity Incentive Plan Awards:
Plan Awards: Market or

Number of Number of Number of Payout Value
Securities Securities Number of Market Value Unearned of Unearned
Underlying Underlying Shares or of Shares or Shares, Units Shares, Units
UnexercisedUnexercised SSAR SSAR Units of Stock Units of Stock or Other Rights or Other Rights

Grant SSARs SSARs ExerciseExpiration That Have Not That Have Not That Have Not That Have Not
Name Date Exercisable UnexercisablePrice Date Vested(3) Vested(3)(4) Vested(5)(6) Vested(7)
Jill A.
Jones 7/22/2010 15,106 $38.43 4/30/2020

7/28/2011 16,759 46.40 4/30/2021
7/26/2012 11,098 58.70 4/30/2022
7/25/2013 9,771 72.42 4/30/2023
7/24/2014 10,222 91.97 4/30/2024
7/23/2015 12,592 102.25 4/30/2025
7/25/2013 1,750 $181,493
7/24/2014 3,997 $414,529
7/23/2015 3,874 401,773

Matthew E.
Hamel 11/15/200715,159 $33.65 4/30/2017

7/24/2008 14,647 35.51 4/30/2018
7/23/2009 29,998 27.05 4/30/2019
7/22/2010 25,177 38.43 4/30/2020
7/28/2011 23,942 46.40 4/30/2021
7/26/2012 22,195 58.70 4/30/2022
7/25/2013 16,847 72.42 4/30/2023
7/24/2014 13,222 91.97 4/30/2024
7/23/2015 15,084 102.25 4/30/2025
7/25/2013 1,509 $156,498
7/24/2014 2,216 $229,821
7/23/2015 1,990 206,383

(1)

SSAR awards are exercisable for shares of Class B common stock. All SSARs vest and become fully exercisable
on the first day of the third fiscal year following the fiscal year of grant and are generally exercisable until the last
day of the 10th fiscal year following the date of grant (barring certain events that may require the award to become
exercisable earlier).

(2)
Represents Class A common performance-based restricted stock awards. After a three-year performance period,
followed by a one-year vesting period, the performance-based restricted stock awards granted on July 25, 2013,
July 24, 2014, and July 23, 2015, will vest on April 30, 2017, April 30, 2018, and April 30, 2019, respectively.

(3)
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Reflects the number of shares of restricted Class A common stock that were issued on June 1, 2016, upon
satisfaction of the performance measures in connection with the performance-based restricted stock awards granted
on July 25, 2013. The number of shares issued was determined by multiplying the cash value of the target award by
a three-year performance percentage (87.1%), adjusting upwards to account for dividends paid during the second
and third years of the performance period, and then dividing that amount by $74.06, which was the closing price of
our Class A common stock on the date of the grant. The restrictions on these shares will lapse on April 30, 2017.

(4)
The market value for the shares of restricted Class A common stock was determined by multiplying the number of
shares of restricted Class A common stock by $103.71, the closing price of our Class A common stock on April 30,
2016.

(5)

Amounts shown represent the estimated maximum possible payout of performance-based restricted stock awards
(PBRS) based on a performance multiplier of 150% of target for the grants issued in fiscal years 2015 and 2016.
PBRS awards are initially determined as a cash value, then subject to a three-year performance period, followed by
a one-year vesting period. The number of shares of PBRS to be awarded is determined by multiplying the cash
value at target by a three-year performance adjustment factor, adjusting upwards to account for dividends paid
during the second and third years of the performance period, and then dividing that amount by the closing price of
our Class A common stock on the date of grant.

(6)

On July 25, 2013, Mr. Varga received a one-time performance-based special grant of 67,513 Class A shares of
restricted stock. During the performance period, dividends are accrued and credited as additional restricted stock
and are subject to the same performance measures as the initial grant. The market value was determined by
multiplying the outstanding number of restricted shares, 70,011, by $103.71, the closing price of Class A shares on
April 30, 2016.

(7)Market value for the PBRS awards was determined by multiplying the number of shares by $103.71, the closingprice of our Class A common stock on April 30, 2016.
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Option Exercises and Stock Vested

The following table shows all SSAR awards exercised by the NEOs during fiscal 2016 and the value realized upon
exercise, as well as all stock awards in which our NEOs vested during fiscal 2016 and the value realized upon vesting.

Fiscal 2016 Option Exercises and Stock Vested Table
Option/SSAR Awards(1) Stock Awards(2)
Number of Shares Value Realized Number of Shares Value Realized

Name Acquired on Exercise on Exercise(3) Acquired on Vesting(4) on Vesting(5)
Paul C. Varga — — 23,061 $2,391,656
Jane C. Morreau(6) 17,692 $1,106,369 2,846 295,159
Mark I. McCallum(7) 35,219 2,232,049 6,070 629,520
Jill A. Jones(8) 22,459 1,509,274 2,372 246,000
Matthew E. Hamel — — 2,372 246,000

(1) All SSAR awards are settled in Class B common stock.
(2) All stock awards are in the form of Class A common stock.

(3)Equals the difference between the SSAR exercise price and the market price of the underlying shares at time ofexercise, multiplied by the number of SSAR awards exercised.

(4)The grant date for all awards of Class A common performance-based restricted stock shown in the table was July26, 2012. The vesting date was April 30, 2016.

(5)Equals the closing price of the underlying securities on the vesting date, multiplied by the number of shares thatvested. The closing price of our Class A common stock on the vesting date, April 30, 2016, was $103.71.
(6) Ms. Morreau exercised 17,692 SSAR awards on March 4, 2016.

(7)Mr. McCallum exercised 35,219 SSAR awards on March 7, 2016.
(8)Ms. Jones exercised 22,459 SSAR awards on March 11, 2016.

Pension Benefits

We maintain both tax-qualified and non-qualified supplemental excess retirement plans. The following table shows
the present value of accumulated pension benefits payable to each of our NEOs under our tax-qualified plan
(Brown-Forman Corporation Salaried Employees Retirement Plan) and under our non-qualified excess plan
(Brown-Forman Supplemental Executive Retirement Plan), based on the pension earned as of our most recent FASB
ASC Topic 715 measurement date, April 30, 2016. These plans are described below the table.

Fiscal 2016 Pension Benefits Table
Number of Years Present Value of Payments During

Name Plan Name Credited Service Accumulated Benefit(1) Last Fiscal Year
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Paul C. Varga Qualified 29.00 $978,886 —
Non-Qualified29.00 11,880,659 —

Jane C. Morreau Qualified 24.58 1,028,348 —
Non-Qualified24.58 2,707,917 —

Mark I. McCallum Qualified 12.75 618,428 —
Non-Qualified12.75 2,464,954 —

Jill A. Jones Qualified 16.17 519,029 —
Non-Qualified16.17 1,542,684 —

Matthew E. Hamel Qualified 8.50 333,743 —
Non-Qualified8.50 765,156 —

(1)

Actuarial present value of each NEO’s accumulated pension benefit as of our FASB ASC Topic 715 measurement
date, April 30, 2016, using a 4.02% discount rate, age 65 expected retirement age, and RP-2014 mortality table
adjusted to 2006 with MP-2015 for employees and healthy annuitants with a fully generational projection using
scale MP-2015.
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Brown-Forman Corporation Salaried Employees Retirement Plan

Most U.S. salaried employees, and all of our NEOs, participate in the tax-qualified Brown-Forman Corporation
Salaried Employees Retirement Plan. This plan is a funded, non-contributory, defined benefit pension plan that
provides monthly retirement benefits based on age at retirement, years of service, and the average of the five highest
consecutive calendar years’ compensation during the final ten years of employment. Retirement benefits are not offset
by Social Security benefits and are assumed for actuarial purposes to be payable at age 65. Participants vest in the plan
after five years of service.

Brown-Forman Corporation Supplemental Executive Retirement Plan

U.S. federal tax law limits the amount of compensation that may be used annually to accrue benefits under our
tax-qualified Salaried Employees Retirement Plan. Therefore, for employees whose compensation exceeds these
limits, including our NEOs, we maintain a non-qualified supplemental executive retirement plan (“SERP”). The SERP
restores the benefits that are lost due to U.S. federal tax law limitations. The SERP also provides faster vesting for
certain key employees who join us mid-career. All NEOs are vested in the SERP.

Pension Formula

The formula to calculate the combined total pension benefit under both plans includes the following factors:

»
Final Average Compensation (“FAC”) is the average compensation of the highest consecutive five calendar years in
the last ten calendar years of employment. For this purpose, compensation is considered to be salary, holiday bonus,
and short-term incentive compensation (not long-term cash or equity compensation).

»
Social Security Covered Compensation (“CC”) is the average of the Social Security Taxable Wage Base in effect for
each calendar year during the 35 years ending with the calendar year in which a participant attains his or her Social
Security Retirement age.

»Credited Service (“Service”) is the number of years and whole months of service the participant is employed by theCompany at a location or division that participates in the pension plan, up to a maximum of 30 years.

The table below shows the pension formula and gives a sample calculation:

Monthly Pension Formula for a Participant Retiring at the Regular Retirement Age of 65

Sample calculation: assume
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FAC of $400,000, CC of $80,000,
Generalized Formula and Service of 30 years Amount
1.3% multiplied by FAC up to CC 0.013 × $80,000 =$1,040
1.75% multiplied by FAC above CC 0.0175 × $320,000 =5,600

6,640
The sum of the above multiplied by years of service × 30 =199,200
Divide by 12 to get the monthly pension (before reduction for early
retirement or optional forms of payment) ÷ 12 =$16,600

Early retirement is available at age 55 under both plans. However, those who retire before age 65 under the final
average pay formula have their pension payments reduced by 3% for each year (1/4 of 1% for each month) that
payments start prior to age 65. Retirees can also reduce their pension payment to purchase optional forms of payment
that protect their spouse or ensure a minimum payment period. Jane C. Morreau, Mark I. McCallum, and Matthew E.
Hamel are our NEOs who are currently eligible for early retirement.

Once the final pension is determined, the federal rules that govern the maximum pension that can be paid under the
qualified plan are applied to determine the portion to be paid under the qualified plan, and the remainder becomes
payable under the non-qualified pension plan.
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Non-Qualified Deferred Compensation

Effective January 1, 2011, we adopted the Brown-Forman Corporation Non-qualified Savings Plan. Additional
information on this plan may be found under “Brown-Forman Corporation Non-qualified Savings Plan” on page 38. The
following table provides information on plan contributions and earnings for our NEOs for fiscal 2016:

Fiscal 2016 Non-qualified Deferred Compensation Table

Executive Registrant Aggregate Aggregate Aggregate
ContributionsContributionsEarnings Withdrawals/ Balance
in Last FY(1) in Last FY in Last FY(2) Distributions(3) at Last FYE(4)

Paul C. Varga $1,823,081 $ — $(185,139) $1,345,458 $6,804,711
Jane C. Morreau 280,427 — 19 — 709,952
Mark I. McCallum 369,858 — (14,340) — 1,188,472
Jill A. Jones 419,360 — 2,736 — 1,479,846
Matthew E. Hamel — — — — —

(1)
Contributions shown in this column are also included in each NEO’s compensation reported in the Summary
Compensation Table, under “Salary” for the current fiscal year or under “Non-Equity Incentive Plan Compensation” in
the previous fiscal year.

(2)

NEOs participating in the Savings Plan may notionally invest their plan balances in mutual funds within generally
the same asset classes available to participants in our qualified 401(k) savings plan. The Savings Plan does not
guarantee a return on deferred amounts. Earnings in this column represent deemed investment earnings or losses
attributable to the change in market value of the notional investments. These amounts are not reported in the
Summary Compensation Table because the Savings Plan does not provide for above-market or preferential
earnings.

(3) Mr. Varga made a withdrawal from our non-qualified savings plan, as allowed under its terms and conditions.

(4)

Includes amounts previously reported as compensation to the NEOs in the Summary Compensation Table for fiscal
years 2011 through 2015 (except for Ms. Morreau, who was not an NEO until fiscal 2013, and Ms. Jones, who was
not an NEO until fiscal 2014): Mr. Varga: $5,666,166; Ms. Morreau: $395,074; Mr. McCallum: $717,811; and Ms.
Jones: $507,571.
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Potential Payments Upon Termination or Change-in-Control

We do not provide our NEOs with any separate contract, agreement, or arrangement that allows for payments or
benefits upon termination or a change in control or that discriminates in favor of any of the NEOs in scope or terms of
operation. It is our practice to offer certain benefits to executives whose employment terminates prior to the payment
of incentive awards, depending upon the circumstances surrounding their termination. These benefits, shown in the
table below, are intended to continue to link executive compensation to the performance of the Company after their
employment has ended and to prevent them from being penalized in situations where the termination of employment
was outside of their control.

Treatment of Annual and Long-Term Incentive Awards Upon Termination of Employment

Long-Term Cash Incentives and
Termination Event Short-Term Cash Incentives Performance-Based Restricted Stock SSARs

Retirement(1)

Awards granted in the fiscal year
of termination are prorated based
on the time worked during the
fiscal year, adjusted for
performance, and paid at the
same time and in the same
manner as to active employees.

Awards granted in the fiscal year of
termination are prorated based on the time
worked during the year, adjusted for
performance, and paid at the end of or
shortly following the performance period.
Unpaid awards granted in prior fiscal years
are not reduced, but are adjusted for
performance and paid at the end of or
shortly following the performance period.

Awards granted
in the fiscal year
of termination
are prorated
based on the time
worked during
the year. Awards
granted in prior
fiscal years are
not reduced. All
awards become
exercisable at the
same time and in
the same manner
as for active
employees.
Retirees must
exercise the
award by the
earlier of the
original
expiration date or
the end of seven
years following
the date of
retirement.
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Involuntary Not for
Cause

Awards granted in the fiscal year
of termination are prorated based
on the time worked during the
fiscal year, adjusted for
performance, and paid at the
same time and in the same
manner as to active employees.

Awards granted in the fiscal year of
termination are prorated based on the time
worked during the year, adjusted for
performance, and paid at the end of or
shortly following the performance period.
Unpaid awards granted in prior fiscal years
are not reduced, but are adjusted for
performance and paid at the end of or
shortly following the performance period.

Awards granted
in the fiscal year
of termination
are prorated
based on the time
worked during
the year. Awards
granted in prior
fiscal years are
not reduced. All
awards become
exercisable at the
same time as for
active
employees.
Awards must be
exercised by the
later of twelve
months following
the date of
termination or
twelve months
following the
first exercise
date, but in no
case beyond the
original
expiration date.

Death/Permanent
Disability

Awards granted in the fiscal year
of termination are prorated based
on the time worked during the
year and are paid upon
termination at a target level of
performance.

Awards granted in the fiscal year of
termination are prorated based on the time
worked during the year and become
payable shortly after termination at a target
level of performance. Unpaid awards
granted in prior fiscal years are not reduced
and become payable shortly after
termination at a target level of
performance.

Awards granted
in the fiscal year
of termination
are prorated
based on the time
worked during
the year. Unpaid
awards granted
in fiscal years
prior to death or
permanent
disability are not
reduced. All
awards become
exercisable upon
date of death or
permanent
disability.
Awards must be
exercised by the
earlier of the
expiration date or
the end of five
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years following
the date of death
or termination of
employment due
to disability.

Voluntary
Termination or
Involuntary for
Poor Performance

Awards granted in the fiscal year
of termination are forfeited.

All unearned or nonvested awards are
forfeited.

Awards that are
nonvested at the
time of
termination are
forfeited. Awards
that are
exercisable at the
time of
termination may
be exercised for
up to 30 days,
but in no case
beyond the
original
expiration date.

Involuntary for
Cause

Awards granted in the fiscal year
of termination are forfeited.

All unearned or nonvested awards are
forfeited.

All outstanding
awards are
forfeited.

(1)Retirement applies to those executives who leave the Company at or after age 55 with at least 5 years of service orat or after age 65 with any service.

Change-in-Control and Termination Upon Change-in-Control.

In the event of a change in control, as defined in the Brown-Forman 2013 Omnibus Plan or the Brown-Forman 2004
Omnibus Plan, as applicable (the “Plan”), short-term and long-term incentive compensation cycles continue unaffected,
and outstanding options and SSARs become immediately vested but remain exercisable according to their original
vesting schedule. In the event of an executive’s termination by the Company without cause or by the executive within
60 days after a constructive discharge, in either case within one year following a change in control, all outstanding
awards become immediately vested and exercisable, restriction periods lapse, and cash awards are paid out pro-rata
based on target performance through the effective date of termination. In the event of a change in control that modifies
the capital structure of the Company (or its successors), the realizable value on exercise of outstanding options and
SSARs is subject to adjustment as described in the Plan.
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The following table illustrates the value of compensation available to our NEOs had their employment terminated on
April 30, 2016, the last day of our 2016 fiscal year, under various scenarios. The compensation included is only that
which would have been payable as a direct result of the specified triggering event. This table excludes the value of
pension benefits that are disclosed in the Fiscal 2016 Pension Benefits Table on page 45 and the amounts payable
under deferred compensation plans that are disclosed in the Fiscal 2016 Non-qualified Deferred Compensation Table
on page 47.

Fiscal 2016 Potential Payments upon Termination or Change-in-Control Table

Death Holiday
Name Benefit(1) Bonus(2) STC(3) LTC(4) SSARs(5) PBRS(4) SRS(7) Total
Paul C. Varga
Voluntary Termination — — — — — — — —
Involuntary Termination
for Cause — — — — — — — —

Involuntary Termination
Not for Cause — $18,904 $2,016,000$5,744,000$1,755,185$5,368,963— $14,903,052

Retirement — 18,904 2,016,000 5,744,000 1,755,185 5,368,963 — 14,903,052
Death $2,000,00018,904 1,400,000 4,745,000 1,755,185 4,042,201 $4,356,50418,317,794
Change-in-Control — — — — — — — —
Termination Upon
Change-in-Control — 18,904 1,400,000 4,745,000 1,755,185 4,042,201 7,260,841 19,222,131

Jane C. Morreau (6)
Voluntary Termination — $9,556 $592,000 $972,012 $279,856 $1,148,381— $3,001,805
Involuntary Termination
for Cause — — — — — — — —

Involuntary Termination
Not for Cause — 9,556 592,000 972,012 279,856 1,148,381 — 3,001,805

Retirement — 9,556 592,000 972,012 279,856 1,148,381 — 3,001,805
Death $2,945,0009,556 400,000 818,075 279,856 845,859 — 5,298,346
Change-in-Control — — — — — — — —
Termination Upon
Change-in-Control — 9,556 400,000 818,075 279,856 845,859 — 2,353,346

Mark I. McCallum(6)

Voluntary Termination — $10,773 $629,200 $1,087,395$441,202 $1,175,657— $3,344,227
Involuntary Termination
for Cause — — — — — — — —

Involuntary Termination
Not for Cause — 10,773 629,200 1,087,395 441,202 1,175,657 — 3,344,227

Retirement — 10,773 629,200 1,087,395 441,202 1,175,657 — 3,344,227
Death $2,000,00010,773 440,000 945,195 441,202 915,759 — 4,752,929
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Change-in-Control — — — — — — — —
Termination Upon
Change-in-Control — 10,773 440,000 945,195 441,202 915,759 — 2,752,929

Jill A. Jones
Voluntary Termination — — — — — — — —
Involuntary Termination
for Cause — — — — — — — —

Involuntary Termination
Not for Cause — $9,991 $614,900 $991,909 $277,993 $997,794 — $2,892,587

Retirement — 9,991 614,900 991,909 277,993 997,794 — 2,892,587
Death $2,000,0009,991 430,000 817,909 277,993 725,763 — 4,261,656
Change-in-Control — — — — — — — —
Termination Upon
Change-in-Control — 9,991 430,000 817,909 277,993 725,763 — 2,261,656

Matthew E. Hamel(6)
Voluntary Termination — $6,260 $396,000 $473,750 $460,159 $592,703 — $1,928,872
Involuntary Termination
for Cause — — — — — — — —

Involuntary Termination
Not for Cause — 6,260 396,000 473,750 460,159 592,703 — 1,928,872

Retirement — 6,260 396,000 473,750 460,159 592,703 — 1,928,872
Death $2,540,0006,260 275,000 398,750 460,159 447,405 — 4,127,574
Change-in-Control — — — — — — — —
Termination Upon
Change-in-Control — 6,260 275,000 398,750 460,159 447,405 — 1,587,574

49 BROWN-FORMAN | 2016 PROXY STATEMENT AND NOTICE OF ANNUAL MEETING OF
STOCKHOLDERS

Edgar Filing: SUSSEX BANCORP - Form 10QSB

114



Table of Contents 

COMPENSATION TABLES • POTENTIAL PAYMENTS UPON TERMINATION OR
CHANGE-IN-CONTROL

(1)
Death benefit includes amounts provided by the Company as an insurance benefit in the event of the employee’s
death (generally available to all salaried employees) and additional amounts elected and paid for by each NEO as
optional insurance coverage.

(2)
Prorated holiday bonus is provided in the event of retirement, death/permanent disability, involuntary termination
other than for cause, and termination upon change-in-control. Holiday bonus is calculated based on a December 1
to November 30 payment cycle.

(3)

Prorated short-term cash incentives are provided in the event of retirement, involuntary termination not-for-cause,
death/permanent disability, or termination upon change in control. In the event of retirement or involuntary
termination not-for-cause, awards are based on actual Company performance and paid at the same time and in the
same manner as to active employees. Short-term cash incentives shown for retirement or involuntary termination
not-for-cause are performance-adjusted awards paid for fiscal 2016. In the event of death/permanent disability or
termination upon a change in control, awards are paid as soon as practicable after termination at a target level of
performance. Short-term cash incentives shown for death/permanent disability or termination upon a change in
control are shown at target. Awards shown are not prorated because termination is assumed to have occurred on the
last day of our fiscal year.

(4)

Continued vesting of a prorated portion of long-term cash incentives and performance-based restricted stock is
provided in the event of retirement, involuntary termination not-for-cause, death/permanent disability, or
termination upon a change in control. In the event of retirement or involuntary termination not-for-cause, awards
are based on actual Company performance and are generally paid at the same time and in the same manner as to
active employees. Values shown for long-term cash incentives in situations of retirement or involuntary
termination not-for-cause are based on actual payouts for the performance period that ended in fiscal 2016 and
target performance for performance periods ending in future fiscal years. Values shown for performance-based
restricted stock in instances of retirement or involuntary termination not-for-cause are based on the April 30, 2016,
market value of restricted shares granted in fiscal 2014 and the estimated maximum possible payout of 150% of
target for awards granted in fiscal years 2015 and 2016. In the event of death/permanent disability or termination
upon a change in control, awards are paid as soon as practicable after termination at a target level of performance.
Values shown for long-term cash incentives in situations of death/permanent disability or termination upon a
change in control are based on target levels of performance. Values shown for performance-based restricted stock
in instances of death/permanent disability or termination upon a change in control are based on the April 30, 2016,
market value of awards granted in fiscal 2014 and the estimated possible payout of 100% of target for awards
granted in fiscal years 2015 and 2016, respectively. Awards granted in the year of termination are adjusted pro-rata
based on the time worked during the fiscal year. Unpaid awards granted in prior fiscal years are not reduced.
Awards shown are not prorated because termination is assumed to have occurred on the last day of our fiscal year.

(5)Continued vesting of a prorated portion of SSARs is provided in the event of retirement, death/permanent
disability, or involuntary termination not-for-cause. In the event of retirement or involuntary termination
not-for-cause, SSARs become vested the same time and in the same manner as for active employees. In the event
of retirement, SSARs must be exercised by the sooner of the original expiration date or seven years following date
of retirement. Employees terminated not for-cause must exercise their SSARs by the sooner of the original
expiration date or 12 months following vesting or, if vested, 12 months following termination. In the event of death
or permanent disability, SSARs vest immediately and must be exercised by the sooner of the original expiration
date or five years following the date of death or termination due to disability. In the event of a termination
following a change in control, SSARs vest immediately and remain exercisable until 30 days following the original
scheduled vesting date. Awards granted in the year of termination are adjusted pro-rata based on the time worked
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during the fiscal year. Awards shown are not prorated because termination is assumed to have occurred on the last
day of our fiscal year. Amounts shown represent the value realized upon vesting or non-forfeitability of nonvested
SSARs based upon the difference between the exercise price and the closing price of our Class B common stock on
April 30, 2016.

(6)As retirement-eligible NEOs, Ms. Morreau, Mr. McCallum, and Mr. Hamel would be treated as retirees in theevent of voluntary termination.
(7) On July 25, 2013, Mr. Varga received a one-time special restricted stock grant of 67,513 Class A shares. During
the performance period, dividends are accrued and credited as additional restricted stock and are subject to the same
performance measures as the initial grant. In instances of death and disability this award will vest immediately and be
prorated based on the number of months employed during the performance period, with the Compensation Committee
retaining the ability to reduce the award in its discretion. In the event of a voluntary termination, involuntary
termination for cause, or involuntary termination for poor performance, the award will be immediately forfeited. In
instances of involuntary “no fault” termination or any other termination (with the exception of a Change-in-Control) the
award will be immediately forfeited; however, the Compensation Committee retains the right, at its sole discretion, to
provide a prorated portion of the award based on the number of months Mr. Varga was employed during the
performance period. Termination without cause upon a Change-in-Control will result in the vesting of the award.
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Beneficial Owners of More Than 5% of the Company’s Voting Stock

The table below identifies each beneficial owner of more than 5% of our Class A common stock, our only class of
voting stock, as of April 30, 2016. Each of the beneficial owners listed in the table below is either a Brown family
member, a group of Brown family members, or an entity controlled by Brown family members.

The Brown family holds Class A shares in a variety of family trusts and entities, with multiple family members often
sharing voting control and investment power as members of advisory committees to the trusts or as owners or officers
of the entities. As a result, many of the shares shown in the table below are counted more than once, as they are
deemed to be beneficially owned by more than one of the persons identified in the table. Counting each share only
once, the aggregate number of shares of Class A common stock beneficially owned by the persons in this table is
56,929,850 shares, or 67.4% of the 84,530,209 Class A shares outstanding as of the close of business on April 30,
2016.

Amount and Nature of Beneficial Ownership-Voting and
Investment Power(1)

Name and Address Sole Shared Total Percent of Class
J. McCauley Brown 3,156,734(2) 9,143,153(2) 12,299,887(2) 14.6%
850 Dixie Highway
Louisville, Kentucky 40210
Owsley Brown Frazier Family
Group(3) 472,093 9,274,264 9,746,357 11.5%

829 West Main Street
Louisville, Kentucky 40202
Owsley Brown II Family
Group(4) 3,453,818 5,906,054 9,359,872 11.1%

c/o Zelkova Strategic Partners, LLC
333 East Main Street, Suite 401
Louisville, Kentucky 40210
Avish Agincourt, LLC — 9,104,153 9,104,153 10.8%
829 West Main Street
Louisville, Kentucky 40202
Bond Musselman Family
Group(5) 1,137,182 6,847,250 7,984,432 9.5%

c/o The Glenview Trust Company
4969 U.S. Highway 42
Suite 2000
Louisville, Kentucky 40222
G. Garvin Brown III Family
Group(6) 6,808,496 26,075 6,834,571 8.1%
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850 Dixie Highway
Louisville, Kentucky 40210
Laura Lee Brown 2,207,798 3,533,211 5,741,009 6.8%
710 West Main Street, Third Floor
Louisville, Kentucky 40202
Stuart R. Brown 309,233 4,771,034 5,080,267 6.0%
850 Dixie Highway
Louisville, Kentucky 40210
A. Cary Brown 761,182 4,304,201 5,065,383 6.0%
657 South Hurstbourne Parkway,
Suite 228
Louisville, Kentucky 40222
Sandra A. Frazier 1,406,519 3,467,247 4,873,766 5.8%
c/o The Glenview Trust Company
4969 U.S. Highway 42
Suite 2000
Louisville, Kentucky 40222
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STOCK OWNERSHIP • BENEFICIAL OWNERS OF MORE THAN 5% OF THE COMPANY’S VOTING
STOCK

Amount and Nature of Beneficial Ownership-Voting and
Investment Power(1)

Name and Address Sole Shared Total Percent of Class
W.L. Lyons Brown III 696 4,391,382 4,392,078 5.2%
Box 119
Batesville, Virginia 22924
Martin S. Brown, Sr. 40,780 4,223,053 4,263,833 5.0%
5214 Maryland Way, Suite
404
Brentwood, Tennessee 37027
Dace Brown Stubbs 3,985,886 247,619 4,233,505 5.0%
1850 Dixie Highway
Louisville, Kentucky 40210

(1)

Based upon information furnished to the Company by the named persons and information contained in filings with
the SEC. Under SEC rules, a person is deemed to beneficially own shares over which the person has or shares
voting or investment power or as to which the person has the right to acquire beneficial ownership within 60 days
(including shares underlying options or stock appreciation rights that are exercisable within 60 days).

(2)
For J. McCauley Brown, amounts set forth above reflect voting power only. Mr. Brown holds sole investment
power over 71,691 shares of Class A common stock and shared investment power over 10,583,296 shares of Class
A common stock.

(3)

The Owsley Brown Frazier Family Group has agreed in principle to act together for the purpose of holding and
voting certain shares of Class A common stock reflected in the table. The individual group members have sole or
shared voting and investment power over the following Class A shares: Laura L. Frazier — 225,433 sole, 9,123,653
shared, 9,349,086 total (11.1% of class); Catherine Frazier Joy — 246,660 sole, 9,254,764 shared, 9,501,424 total
(11.2% of class).

(4)

The Owsley Brown II Family Group has agreed in principle to act together for the purpose of holding and voting
certain shares of Class A common stock reflected in the table. The aggregate holdings of the Owsley Brown II
Family Group listed in the table refer to shares over which the group members have sole or shared investment
power. The individual group members have sole or shared investment power over the following Class A shares:
Christina Lee Brown — 2,033,368 sole, 4,070,725 shared, 6,104,093 total (7.2% of class); Owsley Brown III —
149,813 sole, 4,489,684 shared, 4,639,497 total (5.5% of class); Brooke Brown Barzun — 679,073 sole, 4,775,618
shared, 5,454,691 total (6.5% of class); Augusta Brown Holland — 591,564 sole, 4,367,646 shared, 4,959,210 total
(5.9% of class). The group has shared voting power over an aggregate of 9,359,872 Class A shares (11.1% of
class). Individually, Christina Lee Brown and Owsley Brown III each have shared voting power over 9,112,709
Class A shares (10.8% of class), Brooke Brown Barzun has shared voting power over 9,116,355 Class A shares
(10.8% of class), and Augusta Brown Holland has shared voting power over 9,356,226 Class A shares (11.1% of
class).

(5)The Bond Musselman Family Group has agreed in principle to act together for the purpose of holding and voting
certain shares of Class A common stock reflected in the table. The aggregate holdings of the Bond Musselman
Family Group listed in the table refer to shares over which the group members have sole or shared investment
power. The individual group members have sole or shared investment power over the following Class A shares: Ina
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Brown Bond — 450,385 sole, 6,228,567 shared, 6,678,952 total (7.9% of class); Elaine Musselman — 255,621 sole,
354,496 shared, 610,117 total (0.7% of class); W. Austin Musselman, Jr. — 431,176 sole, 1,518,600 shared,
1,949,776 total (2.3% of class). The group and its individual members each have shared voting power over an
aggregate of 7,984,432 Class A shares (9.5% of class).

(6)

The G. Garvin Brown III Family Group has agreed in principle to act together for the purpose of holding and
voting certain shares of Class A common stock reflected in the table. The individual group members have sole or
shared voting and investment power over the following Class A shares: Campbell P. Brown — 3,459,135 sole,
18,604 shared, 3,477,739 total (4.1% of class); Geo. Garvin Brown IV — 3,349,361 sole, 7,471 shared, 3,356,832
total (4.0% of class).
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STOCK OWNERSHIP • STOCK OWNED BY DIRECTORS AND EXECUTIVE OFFICERS

Stock Owned by Directors and Executive Officers

The following table sets forth, as of April 30, 2016, the amount of our Class A and Class B common stock beneficially
owned by each current director, each director nominee, each named executive officer, and by all directors and
executive officers as a group. Some shares shown below are beneficially owned by more than one person. As of the
close of business on April 30, 2016, there were 84,530,209 shares of Class A common stock and 113,211,808 shares
of Class B common stock outstanding. In calculating the aggregate number of shares and percentages owned by all
directors and executive officers as a group, which includes shares owned by persons not named in this table, we
counted each share only once.

Stock Beneficially Owned by Directors and Executive Officers as of April 30, 2016

Class A Common Stock(2)(3) Class B Common
Stock(2)(3)

Voting or Investment Power Investment Power
Name(1) Sole Shared Total % of Class Sole Shared Total % of Class
Joan C. Lordi
Amble 100 — 100 * — — — *

Patrick
Bousquet-Chavanne — — — * 26,666 — 26,666 *

Campbell P. Brown 3,459,13518,604 3,477,739 4.1% 623,722 (4)(5)8,035 631,757
Geo. Garvin Brown
IV 3,349,3617,471 3,356,832 4.0% 653,239 (5)(6)5,719 658,958 *

Martin S. Brown, Jr.259,473 616,658 876,131 1.0% 89,340 10 89,350 *
Stuart R. Brown 309,233 4,771,034 5,080,267 6.0% 138,277 4,659,266 4,797,543 4.2%
Bruce L. Byrnes — — — * — — — *
John D. Cook — — — * 21,752 — 21,752 *
Marshall B. Farrer 315 4,137 4,452 * 14,420 16 14,436 *
Laura L. Frazier 225,433 9,123,653 9,349,086 11.1% 239,829 4,282,173 4,522,002 4.0%
Sandra A. Frazier 1,406,5193,467,247 4,873,766 5.8% 373,376 793,617 1,166,993 1.0%
Matthew E. Hamel 9,702 — 9,702 * 154,639 (5) — 154,639 *
Augusta Brown
Holland(7) 591,564 4,367,646 4,959,210 5.9% 195,476 8,335,544(8) 8,531,020 7.5%

Jill A. Jones 22,018 — 22,018 * 80,334 (5) 90 80,424 *
Mark I. McCallum 28,762 — 28,762 * 120,598 27 120,625 *
Jane C. Morreau 9,102 — 9,102 * 68,861 — 68,861 *
Michael J. Roney — — — * — — — *
Michael A. Todman — — — * — — — *
Paul C. Varga 235,412 — 235,412 * 351,540 — 351,540 *
James S. Welch, Jr. 42,504 — 42,504 * 191,168 — 191,168 *
All Directors and
Executive Officers as

9,955,86121,759,837 31,715,698 (10)37.5% 3,458,662 18,081,751 21,540,413 (11)19.0%
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a Group (27 persons,
including those
named above)(9)

*Represents less than 1% of the class.

(1) The address for each person named in the table is 850 Dixie Highway, Louisville, Kentucky
40210.

(2)

Based upon Company information, information furnished to the Company by the named persons, and information
contained in filings with the SEC. Under SEC rules, a person is deemed to beneficially own shares over which the
person has or shares voting or investment power or as to which the person has the right to acquire beneficial
ownership within 60 days (including shares underlying options or stock appreciation rights that are exercisable
within 60 days).
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STOCK OWNERSHIP • SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

(3)

Includes the following Class B SSARs that are currently exercisable or that will become exercisable on or before
June 29, 2016 (60 days after April 30, 2016). Class A and Class B deferred stock units, which vest over the course
of the Board Year and are paid out following a six-month waiting period (as defined under “Director Compensation”
beginning on page 22), are not included in the main table. Performance-based restricted Class A common stock
reflected below was issued on June 1, 2016, and also is not included in the main table:

Class A Class B
Name Restricted Stock Deferred Stock Units SSARs Deferred Stock Units
Joan C. Lordi Amble — 5,040 — 2,327
Patrick Bousquet-Chavanne— 6,020 — 5,184
Campbell P. Brown — — 4,480 —
Geo. Garvin Brown IV — 3,190 10,470 —
Martin S. Brown, Jr. — — 18,234 1,731
Bruce L. Byrnes — 3,714 — 3,365
John D. Cook — 6,020 21,752 5,184
Marshall B. Farrer — — 14,320 —
Laura L. Frazier — — — —
Sandra A. Frazier — — 18,234 1,731
Matthew E. Hamel 1,509 — 147,965—
Jill A. Jones 1,750 — 52,734 —
Mark I. McCallum 3,812 — 107,866—
Jane C. Morreau 2,322 — 65,913 —
Michael J. Roney — 4,116 — —
Michael A. Todman — 2,980 — —
Paul C. Varga 13,388 — 250,607—
James S. Welch, Jr. 3,523 — 166,166—

(4)Includes 60,000 shares of Class B common stock pledged as security.

(5)
Includes Class B common stock held in the Company’s 401(k) plan as of the close of business on April 30, 2016, as
follows: Campbell P. Brown, 7,766 shares; Geo. Garvin Brown IV, 12,936 shares; Matthew E. Hamel, 5,161
shares; Jill A. Jones, 7,363 shares.

(6)Includes 440,447 shares of Class B common stock pledged as security.

(7)Table presents Class A common stock over which Augusta Brown Holland holds sole or shared investment power.Please see “Beneficial Owners of More Than 5% of the Company’s Voting Stock” on page 51 for more information.
(8)Includes 2,356 shares of Class B common stock pledged as security.

(9)
“All Directors and Executive Officers as a Group” includes 27 persons, including those directors and officers named
in the table. In calculating the aggregate number of shares and percentages owned by all directors and executive
officers as a group, each share is counted only once.

(10)Directors and executive officers as a group hold 31,079 Class A deferred stock units, which are not included inthe main table.
(11)
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Includes 988,807 Class B SSARs held by all directors and executive officers as a group that are exercisable on or
before June 29, 2016 (60 days after April 30, 2016). Directors and executive officers as a group hold 19,522 Class
B deferred stock units, which are not included in the main table.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act, as amended, requires our executive officers, directors, and “beneficial owners” of
more than 10% of our Class A common stock to file stock ownership reports and reports of changes in ownership with
the SEC. Based on a review of those reports and written representations from the reporting persons, we believe that
during fiscal 2016, these persons reported all transactions on a timely basis, except for the following late filings: Form
4 by Alejandro A. Alvarez reporting a disposition of Class B shares held in a 401(k) plan; Form 4 by Joan C. Lordi
Amble reporting a gift of Class A shares to a family trust; Form 4 by each of Christina Lee Brown, Owsley Brown III,
Brooke Brown Barzun, and Augusta Brown Holland, all reporting the same exchange of Class B shares between an
individual and a family trust; Form 4 by J. McCauley Brown reporting an acquisition of Class B shares held in a
401(k) plan; Form 4 by Laura L. Frazier reporting a sale of Class B shares by a family trust; and Form 4 by Paul C.
Varga reporting a gift of shares to a family trust.
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This section contains a report of the Audit Committee of the Board of Directors. It also explains the role of the Audit
Committee and sets forth the fees paid to our independent registered public accounting firm.

Report of the Audit Committee

The Audit Committee (the “Committee”) is responsible for overseeing the integrity of the Company’s financial
statements on behalf of the Board. Management is responsible for establishing and maintaining the Company’s internal
controls, for preparing the financial statements, and for the public financial reporting process. The Company’s internal
audit function is responsible for preparing and executing an annual internal audit plan under the supervision of the
Director of Internal Audit, who is accountable to the Audit Committee. The independent registered public accounting
firm is responsible for performing an audit of the Company’s financial statements in accordance with the standards of
the Public Company Accounting Oversight Board (PCAOB) and for issuing a report on its audit. The independent
registered public accounting firm also reports on the effectiveness of the Company’s internal control over financial
reporting. The Committee reviews the work of management in respect of these matters and has direct responsibility
for compensation, retention, and oversight of the independent registered public accounting firm on behalf of the
Board.

On behalf of the Board, the Committee retained PricewaterhouseCoopers LLP (“PwC”) as the independent registered
public accounting firm to audit the Company’s consolidated financial statements and the effectiveness of the
Company’s internal control over financial reporting for fiscal 2016. The Committee reviewed and discussed with
management and the independent registered public accounting firm the audited financial statements as of and for the
fiscal year ended April 30, 2016. In addition, the Committee reviewed and discussed, with management, management’s
assessment of the effectiveness of the Company’s internal control over financial reporting and, with PwC, PwC’s
evaluation of the Company’s system of internal controls. These discussions included meetings with PwC without
representatives of management present, and executive sessions with the Director of Internal Audit.

The Committee discussed with PwC matters required to be discussed by Auditing Standard No. 16, as adopted by the
PCAOB. PwC provided the Committee with the written disclosures and the letter required by the PCAOB for
independent auditor communications with audit committees concerning independence, and the Committee discussed
with PwC the firm’s independence and ability to conduct the audit. The Committee has determined that PwC’s
provision of audit and non-audit services to the Company is compatible with maintaining auditor independence.

Based on the foregoing, the Committee recommended to the Board that the Company’s audited financial statements be
included in the Company’s Annual Report on Form 10-K for the fiscal year ended April 30, 2016.

Edgar Filing: SUSSEX BANCORP - Form 10QSB

125



AUDIT COMMITTEE
Michael A. Todman, Chair
Joan C. Lordi Amble
Bruce L. Byrnes
John D. Cook
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AUDIT MATTERS • APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Fees Paid to Independent Registered Public Accounting Firm

The following table presents the fees the Company incurred for the professional services provided by PwC for fiscal
years 2015 and 2016. All such fees were pre-approved by the Audit Committee in accordance with the policy
described below.

Fiscal Years
2015 2016

Audit Fees $1,656,781$1,597,000
Audit-Related Fees 158,000 210,000
Tax Fees 133,444 385,000
All Other Fees 7,600 6,000
Total $1,955,825$2,198,000

Audit Fees

This category consists of the audit of the Company’s annual financial statements included in the Company’s Annual
Report on Form 10-K, attestation services relating to the report on internal controls in accordance with Section 404 of
the Sarbanes-Oxley Act of 2002, review of interim financial statements included in the Company’s Form 10-Q
quarterly reports, services normally provided in connection with statutory and regulatory filings or engagements, and
statutory audits required by foreign jurisdictions.

Audit-Related Fees

This category consists principally of fees related to the audits of employee benefit plans. For fiscal 2016, this category
also included fees billed for assurance and related services that are reasonably related to the audit or review of the
Company’s financial statements but are not included in the Audit Fees category, such as fees related to the issuance of
comfort letters.

Tax Fees

This category consists principally of fees related to tax planning and transfer pricing services.

All Other Fees
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This category consists of fees for an accounting research subscription.

Audit Committee Pre-Approval Policies and Procedures

It is the policy of the Audit Committee to pre-approve all audit services and permitted non-audit services (including an
estimate of the fees or a range of fees) to be performed for the Company by its independent registered public
accounting firm, subject to the de minimis exception for non-audit services described in Section 10A(i)(1)(B) of the
Exchange Act. The Audit Committee pre-approved the fiscal 2016 audit and non-audit services provided by PwC. The
non-audit services approved by the Audit Committee were also reviewed to ensure compatibility with maintaining
PwC’s independence. The Audit Committee has delegated to its Chair the authority to pre-approve proposed audit and
non-audit services that arise between meetings, with the understanding that the decision will be reviewed at the next
scheduled Audit Committee meeting. During the approval process, the Audit Committee considers the potential
impact of the type of service on the independence of the registered public accounting firm. Services and fees must be
deemed compatible with the maintenance of the registered public accounting firm’s independence, including
compliance with SEC rules and regulations. The Audit Committee may not delegate to management the Audit
Committee’s responsibility to pre-approve permitted services of our independent registered public accounting firm.
Throughout the year, the Audit Committee reviews any revisions to the estimates of fees initially approved.

The Audit Committee has adopted other policies in an effort to ensure the independence of our independent registered
public accounting firm. The Audit Committee must pre-approve PwC’s rendering of personal financial and tax advice
to any of the Company’s designated executive officers. In addition, the Audit Committee has a policy that limits the
Company’s ability to hire certain current and former employees of our independent registered public accounting firm.

Appointment of Independent Registered Public Accounting Firm

The Audit Committee has appointed PwC to serve as the Company’s independent registered public accounting firm for
the fiscal year ending April 30, 2017. Through its predecessor Coopers & Lybrand L.L.P., PwC has served as the
Company’s auditor continuously since 1933. A representative of PwC will attend the Annual Meeting, will have an
opportunity to make a statement should he or she so desire, and will be available to respond to appropriate questions.
We know of no direct or material indirect financial interest that PwC has in the Company or any of our subsidiaries, or
of any connection between the Company or any of our subsidiaries with PwC in the capacity of promoter, underwriter,
voting trustee, director, officer, or employee.
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Certain Relationships and Related Transactions

Related Person Transactions

Rules and policies. SEC regulations require disclosure of certain transactions between the Company and a “related
person.” For purposes of these regulations, a “related person” generally includes any individual who was a director or
executive officer at any time during the last fiscal year, a director nominee, a beneficial owner of more than 5% of the
Company’s voting securities, and any immediate family member of any such person. To ascertain information
regarding related person transactions, the Company has asked each director, director nominee, executive officer, and
more than 5% beneficial owner to disclose any Company transaction with a related person since May 1, 2015, or any
such proposed transaction. Under the terms of its charter, the Audit Committee is responsible for reviewing, and if
appropriate, approving or ratifying the Company’s related person transactions. The Audit Committee reviewed and
approved all such transactions for fiscal 2016.

Employment of related persons. As a family-controlled company, we employ individuals who are considered “related
persons” under SEC regulations. As of April 30, 2016, we employed five individuals — Campbell P. Brown, Christopher
L. Brown, Suzanne Brown Siegel, George C. Chapman, and Marshall B. Farrer — who are immediate family members
of executive officers, directors, or more than 5% beneficial owners, or who are directors or more than 5% beneficial
owners in their own right. Each of these employees is compensated in a manner consistent with our employment and
compensation policies applicable to all employees, and the aggregate amount of compensation and benefits paid by
the Company to each of these employees during fiscal 2016 exceeded $120,000.

In addition to his service as Chairman of our Board, Geo. Garvin Brown IV served as Executive Vice President of
Brown-Forman until June 15, 2015. During fiscal 2016, Mr. Brown received a salary of $38,750, and non-equity
incentive compensation of $531,787. In addition, he received long-term equity-based incentive compensation of 380
Class B common restricted stock units. The Company included $17,879 in Mr. Brown’s fiscal 2016 long-term
incentive compensation award at target for serving as Chairman of our Board. During fiscal 2016, the Company
incurred costs of $18,359 for certain expenses associated with Mr. Brown’s living abroad and other employee benefits
provided to him. Mr. Brown’s compensation as a Company employee was consistent with that of other employees with
similar tenures, responsibilities, performance histories, and expatriate status.

Other transactions. Laura Lee Brown is a member of the Brown family and a 5% beneficial owner of the Company’s
voting stock. Ms. Brown, together with her spouse, Steve Wilson, owns a parking garage next to our offices in
downtown Louisville. We lease, at market rates, a number of parking spaces in this garage, and pay additional
amounts for validations of parking for customers and visitors. For fiscal 2016, the Company’s expense under this
arrangement was $250,440. In addition, Ms. Brown and Mr. Wilson are owners of the 21c Museum Hotel and Proof
on Main restaurant. During fiscal 2016, Brown-Forman rented hotel rooms and conference rooms and provided meals
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and entertainment at 21c and Proof, at market rates, to various company guests. The amount paid in fiscal 2016 for
these expenses was $267,395.

The Company has a minority investment interest in Main Street Revitalization, LLC, which is restoring several
buildings in the Whiskey Row area of downtown Louisville, Kentucky. During fiscal 2016, Main Street
Revitalization, LLC paid $900,000 in developer fees to Brown Wilson Development, Inc., an entity controlled by
Laura Lee Brown and her husband, Steve Wilson. In addition to Brown Wilson Development, the investors in Main
Street Revitalization, LLC, include, directly or indirectly, the Company; Kentucky Ceramics LLC, which is controlled
by Christina Lee Brown; and James S. Welch, Jr., and his wife, Marianne Welch. Ms. Laura Lee Brown and Ms.
Christina Lee Brown are each beneficial owners of more than 5% of the Company’s voting stock, and Mr. Welch is a
director of the Company not standing for re-election.

Compensation Committee Interlocks and Insider Participation

None of the members of the Compensation Committee is or has been an officer or employee of the Company, and no
executive officer of the Company has served on the compensation committee or board of any company that employed
any member of our Compensation Committee or Board of Directors either during fiscal 2016, or as of the date of this
Proxy Statement.
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OTHER INFORMATION • STOCKHOLDER PROPOSALS FOR THE 2017 ANNUAL MEETING

Other Proposed Action At the Meeting

As of June 20, 2016, we know of no additional business that will come before the meeting. If any other matters are
properly presented for voting at the Annual Meeting, the proxies will be voted on those matters as the Board may
recommend, or, in the absence of a recommendation, in accordance with the judgment of the proxy holders.

Stockholder Proposals for the 2017 Annual Meeting

To be considered for inclusion in the Proxy Statement for the 2017 Annual Meeting of Stockholders, stockholder
proposals must be sent to 850 Dixie Highway, Louisville, Kentucky 40210, no later than February 28, 2017. Proposals
should be sent to the attention of Matthew E. Hamel, our Secretary, and must comply with SEC requirements related
to the inclusion of stockholder proposals in Company-sponsored proxy materials.

By Order of the Board of Directors
MATTHEW E. HAMEL
Secretary

Louisville, Kentucky
June 28, 2016
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Proposed Amendment to Restated Certificate of Incorporation

The first paragraph of Article Fourth of the Company’s Restated Certificate of Incorporation is amended to read in its
entirety as follows:

“FOURTH: The total number of shares of all classes of stock which the Corporation shall have authority to issue is
Five Hundred Seventy Million (570,000,000) shares, divided into (a) One Hundred Seventy Million (170,000,000)
shares of Class A Common Stock of par value of Fifteen Cents ($0.15) per share; and (b) Four Hundred Million
(400,000,000) shares of Class B Common Stock of par value of Fifteen Cents ($0.15) per share.”
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