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PART I

Item 1. Business

Overview

         We develop and market premium and super-premium brands in the following beverage alcohol categories: rum,
whiskey, liqueurs, vodka, tequila and fine wine. We distribute our products in all 50 U.S. states and the District of
Columbia, in twelve primary international markets, including Ireland, Great Britain, Northern Ireland, Germany,
Canada, Bulgaria, France, Russia, Finland, Norway, Sweden, China and the Duty Free markets, and in a number of
other countries in continental Europe and Latin America. We market the following brands, among others, Gosling’s
Rum®, Jefferson’sTM, Jefferson’s Reserve® and Jefferson’sTM Presidential Select bourbons, Clontarf® Irish whiskey,
Pallini® liqueurs, Boru® vodka, Knappogue Castle Whiskey®, TierrasTM tequila and Betts & SchollTM wines.

     Effective as of February 9, 2010, we completed a reincorporation transaction under which Castle Brands Inc., a
Delaware corporation (“Castle Delaware”), merged with and into Castle Brands (Florida) Inc., a Florida corporation and
wholly-owned subsidiary of Castle Delaware (“Castle Florida”), with Castle Florida being the surviving entity and being
renamed Castle Brands Inc. As a result of the reincorporation, the legal domicile of the surviving entity is now the
State of Florida.  In the reincorporation, each outstanding share of Castle Delaware common stock, par value $0.01
per share, was converted into one share of Castle Florida common stock, par value $0.01 per share.

     Castle Florida was incorporated in Florida in 2009 and is the successor to Castle Delaware, which was incorporated
in Delaware in 2003.

    Our brands

     We market the premium and super-premium brands listed below.

     Gosling’s rum. We are the exclusive U.S. distributor for Gosling’s rums, including Gosling’s Black Seal Dark Rum,
Gosling’s Gold Bermuda Rum and Gosling’s Old Rum. The Gosling family produces these rums in Bermuda, where
Gosling’s rums have been under continuous production and ownership by the Gosling family for over 200 years. We
hold a 60% controlling interest in Gosling-Castle Partners, Inc., a global export venture between us and the Gosling
family. Gosling-Castle Partners has the exclusive long-term export and distribution rights for the Gosling’s rum
products for all countries other than Bermuda. The Gosling’s rum brands accounted for approximately 32% and 31%
of our revenues for our 2010 and 2009 fiscal years, respectively. We have also introduced Gosling’s Stormy Ginger
Beer, an essential non-alcoholic ingredient in Gosling’s trademarked Dark ‘n Stormy® rum cocktail.

      Jefferson’s bourbons. We develop and market three premium, very small batch bourbons: Jefferson’s, Jefferson’s
Reserve and Jefferson’s Presidential Select. We offer these three distinct premium Kentucky bourbons, each of which
is blended in batches of eight to twelve barrels to produce specific flavor profiles.

     Clontarf Irish whiskeys. Our family of Clontarf Irish whiskeys currently represents a majority of our case sales of
Irish whiskey. Clontarf, an accessible and smooth premium Irish whiskey, is distilled using quality grains and pure
Irish spring water. Clontarf is then aged in bourbon barrels and mellowed through Irish oak charcoal. Clontarf is
available in single malt and classic versions.

      Knappogue Castle Whiskey. We developed our Knappogue Castle Whiskey, a single malt Irish whiskey to build
on both the popularity of single malt Scotch whisky and the growth in the Irish whiskey category. Knappogue Castle
Whiskey is distilled in pot stills using malted barley and is vintage-dated based on the year of distillation.
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      Knappogue Castle 1951. Knappogue Castle 1951 is a pure pot-still whiskey that was distilled in 1951 and then
aged for 36 years in sherry casks. The name comes from an Irish castle, formerly owned by Mark Edwin Andrews, the
originator of the brand and the father of Mark Andrews, our chairman.

      Pallini liqueurs. We have the long-term exclusive U.S. distribution rights (excluding duty free sales) for Pallini
Limoncello and its related brand extensions. Pallini Limoncello is a premium lemon liqueur, which is served iced
cold, on the rocks or as an ingredient in a wide variety of drinks, ranging from martinis to iced tea. It is also used in
cooking, particularly for pastries and cakes. Pallini Limoncello is crafted from an authentic family recipe. It is made
with Italy’s finest Sfusato Amalfitano lemons that are hand-selected for optimal freshness and flavor. There are two
other flavor extensions of this Italian liqueur: Pallini Peachcello made with white peaches, and Pallini Raspicello,
made from a combination of raspberries and other berries.

3
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      Boru vodka. Boru vodka, a premium vodka produced in Ireland, was developed in 1998 and is named after the
legendary High King of Ireland, Brian Boru, who united the Irish clans and drove foreign invaders out of Ireland. It is
five-times distilled using pure spring water for smoothness and filtered through ten feet of charcoal made from Irish
oak for increased purity. We offer three flavor extensions of Boru vodka: Boru Citrus, Boru Orange and Boru
Crazzberry (a cranberry/raspberry flavor fusion).

      Tierras tequila. In 2009, we launched a new brand of organic, super-premium tequila, “Tequila Tierras Autenticas
de Jalisco”TM or “Tierras”. Tierras is the first USDA certified organic tequila in the United States and is available as
blanco, reposado and añejo. We are the exclusive U.S. importer and marketer of Tierras.

      Brady’s Irish cream liqueur. Brady’s Irish Cream, a high quality Irish cream, is made in small batches using Irish
whiskey, dairy fresh cream and natural flavors.

      Celtic Crossing liqueur. We have the exclusive worldwide distribution rights for Celtic Crossing, a premium brand
of Irish liqueur that is a unique combination of Irish spirits, cognac and a taste of honey. We have a 60% ownership
interest in Celtic Crossing in the United States, Canada, Mexico, Puerto Rico and the islands between North and South
America. Gaelic Heritage Corporation Limited, an affiliate of one of our bottlers, has the exclusive rights to produce
and supply us with Celtic Crossing.

      Betts & Scholl wines. Betts & Scholl is a family of fine wines that includes Grenache, Syrah and Riesling from
Australia, Syrah from California, and Hermitage Blanc and Rouge from France. Each bottle of Betts & Scholl features
the artwork of internationally renowned contemporary artists.

Our strategy

      Our objective is to continue building a distinctive portfolio of global premium and super-premium spirits and wine
brands. To achieve this, we continue to seek to:

•increase revenues from existing brands. We are focusing our existing distribution relationships, sales expertise and
targeted marketing activities to concentrate on our more profitable brands by expanding our domestic and
international distribution relationships to increase the mutual benefits of concentrating on our most profitable brands,
while continuing to achieve brand recognition and growth and gain additional market share for our brands within
retail stores, bars and restaurants, and thereby with end consumers;

•improve value chain and manage cost structure. We have undergone a comprehensive review and analysis of our
supply chain and cost structure both on a company-wide and brand-by-brand basis. This has included restructurings
and personnel reductions throughout our company. We further intend to map, analyze and redesign our purchasing
and supply systems to reduce costs in our current operations and achieve profitability in future operations;

•selectively add new premium brands to our portfolio. We intend to continue developing new brands and pursuing
strategic relationships, joint ventures and acquisitions to selectively expand our premium spirits and wine portfolio,
particularly by capitalizing on and expanding our already demonstrated partnering capabilities. Our criteria for new
brands focuses on underserved areas of the beverage alcohol marketplace, while examining the potential for direct
financial contribution to our company and the potential for future growth based on development and maturation of
agency brands. We will evaluate future acquisitions and agency relationships on the basis of their potential to be
immediately accretive and their potential contributions to our objectives of becoming profitable and further
expanding our product offerings. We expect that future acquisitions, if consummated, would involve some
combination of cash, debt and the issuance of our stock; and
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•contain costs. We have taken significant steps to reduce our costs, which has resulted in a significant decrease in
selling expense and general and administrative expense. These steps included: reducing staff in our U.S. and
international operations; restructuring our international distribution system; changing distributor relationships in
certain markets; restructuring the Gosling-Castle Partners, Inc. working relationship; moving production of certain
products to a lower cost facility in the U.S.; and reducing general and administrative costs, including professional
fees, insurance, occupancy and other overhead costs. Efforts to reduce expenses further continue.

The success of our efforts is reflected in our operating results as our loss from operations improved $14.7 million, or
71.8%, for the year ended March 31, 2010 from the prior-year period. As result of our continued cost containment
efforts, our focus on our more profitable brands and markets, the expected organic growth of our existing brands, the
success of our recently-released Tierras tequila and Jefferson’s Presidential Select bourbon and our newly-created Fine
Wine Division, we anticipate continued improved results of operations as we move towards profitability.

4
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Production and supply

     There are several steps in the production and supply process for beverage alcohol products. First, all of our spirits
products are distilled. This is a multi-stage process that converts basic ingredients, such as grain, sugar cane or agave,
into alcohol. Next, the alcohol is processed and/or aged in various ways depending on the requirements of the specific
brand. For our vodka, this processing is designed to remove all other chemicals, so that the resulting liquid will be
odorless and colorless, and have a smooth quality with minimal harshness. Achieving a high level of purity involves a
series of distillations and filtration processes.

     For our flavored vodkas and all of our other spirits brands, rather than removing flavor, various complex flavor
profiles are achieved through one or more of the following techniques: infusion of fruit, addition of various flavoring
substances, and, in the case of rums and whiskeys, aging of the brands in various types of casks for extended periods
of time and the blending of several rums or whiskeys to achieve a unique flavor profile for each brand. For our wines
we work with specific growers and winemakers to produce proprietary expressions of wine from prestigious
appellations. After the distillation, purification and flavoring processes are completed, the various liquids are bottled.
This involves several important stages, including bottle and label design and procurement, filling of the bottles and
packaging the bottles in various configurations for shipment.

     We do not have significant investments in grape contracts, wine making distillation, bottling or other production
facilities or equipment. Instead, we have entered into relationships with several companies to provide those services to
us. We believe that these types of arrangements allow us to avoid committing significant amounts of capital to fixed
assets and permit us to have the flexibility to meet growing sales levels by dealing with companies whose capacity
significantly exceeds our current needs. These relationships vary on a brand-by-brand basis as discussed below. As
part of our ongoing cost-containment efforts, we intend to continue to review each of our business relationships to
determine if we can increase the efficiency of our operations.

Gosling’s rum

     The Gosling’s rums have been produced by Gosling’s Brothers Limited in Hamilton, Bermuda for over 200 years
and, pursuant to our distribution arrangements with Gosling's Export (Bermuda) Limited, referred to as Gosling’s
Export,, they have retained the right to act as the sole supplier to Gosling-Castle Partners Inc. with respect to our
Gosling’s rum requirements. Gosling's sources their rums in the Caribbean and transports them to Bermuda where they
are blended according to proprietary recipes. The rums are then sent to Heaven Hill Distilleries, Inc.’s plant in
Bardstown, Kentucky where they are bottled, packaged, stored and shipped to our third-party warehouse. In 2007,
Gosling’s increased its blending and storage facilities in Bermuda to accommodate our supply needs for the
foreseeable future. We believe Heaven Hill has ample capacity to meet our projected supply needs. See “Strategic
brand - partner relationships.”

Knappogue Castle and Clontarf Irish whiskeys

     In 2005, we entered into a long-term supply agreement with Irish Distillers Limited, a subsidiary of Pernod Ricard,
under which it has agreed to supply us with the aged single malt and grain whiskeys used in our Knappogue Castle
Whiskey, a Knappogue Castle Whiskey blend we may produce in the future and all of our Clontarf Irish whiskey
products. The supply agreement provides for Irish Distillers to meet our running ten-year estimate of supply needs for
these products, each of which is produced to a flavor profile prescribed by us. At the beginning of each year of the
agreement, we must specify our supply needs for each product for that year, which amounts we are then obligated to
purchase over the course of that year. These amounts may not exceed the annual amounts set forth in the running
ten-year estimate unless approved by Irish Distillers. The agreement provides for fixed prices for the whiskeys used in
each product, with escalations based on certain cost increases. The whiskeys are then sent to Terra Limited (“Terra”) in
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Baileyboro, Ireland, where they are bottled in bottles we designed and packaged for shipment. We believe that both
Terra, which also acts as bottler for all of our Boru Vodka and as producer and bottler of our Brady’s Irish cream (and
as bottler for Celtic Crossing, which is supplied to us by one of Terra’s affiliates), has sufficient bottling capacity to
meet our current needs, and both Terra and Irish Distillers have the capacity to meet our future supply needs.

     Terra provides intake, storage, sampling, testing, filtering, filling, capping and labeling of bottles, case packing,
warehousing and loading and inventory control for our Boru vodkas and our Knappogue Castle and Clontarf Irish
whiskeys at prices that are adjusted annually by mutual agreement based on changes in raw materials and consumer
price indexes increases up to 3.5% per annum. This agreement also provides for maintenance of product specifications
and minimum processing procedures, including compliance with applicable food and alcohol regulations and
maintenance, storage and stock control of all raw products and finished products delivered to Terra. Terra holds all
alcohol on its premises under its customs and excise bond. Our bottling and services agreement with Terra will expire
on June 30, 2010. We expect to continue to operate under the terms of the expiring contract as we negotiate a new
agreement with Terra. We believe we could obtain alternative sources of bottling and services if we are unable to
extend or renew the existing Terra contract.

5
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Jefferson’s bourbons

     Jefferson’s and Jefferson’s Reserve bourbons are produced for us by Kentucky Bourbon Distillers in Bardstown,
Kentucky. Previously, Kentucky Bourbon Distillers sold barrels of aged bourbon to us, from which we blended no
more than eight to twelve barrels to produce specific flavor profiles of each of our bourbon products. Kentucky
Bourbon Distillers then bottled the bourbons in bottles designed and decorated for us and through third party
suppliers. Bourbon has been in short supply in the United States in recent years, and we have been actively seeking
alternate sourcing for future supply. In December 2009, in order to bolster our bourbon supply, we acquired a rare
stock of aged bourbon which will supply our currently forecasted supply needs for Jefferson’s and Jefferson’s Reserve.

Pallini liqueurs

     I.L.A.R. S.p.A./Pallini Internazionale, an Italian company based in Rome and owned since 1875 by the Pallini
family, produces Pallini Limoncello, Raspicello and Peachcello. I.L.A.R. makes their Limoncello using Sfusato
Amalfitano lemons in a proprietary infusion process. I.L.A.R. also produces Pallini Peachcello, using white peaches
and Pallini Raspicello, using a combination of raspberries and other berries. I.L.A.R. bottles the liqueurs at its plant in
Rome and ships them to us under our long-term exclusive U.S. marketing and distribution agreement. We believe that
I.L.A.R. has adequate facilities to produce and bottle sufficient Limoncello, Peachcello and Raspicello to meet our
foreseeable needs. See “Strategic brand-partner relationships.”

Boru vodka

     We have a supply agreement with Royal Nedalco B.V., a leading European producer of grain neutral spirits, to
provide us with the distilled alcohol used in our Boru vodka. The supply agreement provides for Royal Nedalco to
produce natural spirit for us with specified levels of alcohol content pursuant to specifications set forth in the
agreement and at specified prices through its expiration in December 2010, in quantities designated by us. We believe
that Royal Nedalco has sufficient distilling capacity to meet our needs for Boru vodka for the foreseeable future. In
the event that we do not renew the Royal Nedalco agreement, we believe that we will be able to obtain grain neutral
spirits from another supplier.

     The five-times distilled alcohol is delivered from Royal Nedalco to the bottling premises at Terra, where it is
filtered in several proprietary ways, pure water is added to achieve the desired proof, and, in the case of the citrus,
orange and Crazzberry versions of Boru vodka, flavorings are added. Depending on the size of the bottle, Boru vodka
is then either bottled at Terra or shipped in bulk to the United States and bottled at Lawrenceburg Distillers, Inc. (“LDI”)
in Lawrenceburg, Indiana, where we bottle certain sizes for the U.S. market. We believe that both Terra and LDI have
sufficient bottling capacity to meet our current needs, and both have the capacity to meet our future supply needs.

Brady’s Irish cream

     Brady’s Irish cream is produced for us by Terra. Fresh cream is combined with Irish whiskey, grain neutral spirits
and various flavorings to our specifications, and then bottled by Terra in bottles designed for us. We believe that Terra
has the capacity to meet our foreseeable supply needs for this brand.

Celtic Crossing liqueur

     We have exclusive worldwide distribution rights to the Celtic Crossing brand of Irish liqueur and a 60% ownership
interest in the Celtic Crossing brand in the United States, Canada, Mexico, Puerto Rico and the islands between North
and South America. Gaelic Heritage Corporation Limited, an affiliate of Terra, has a contractual right to act as the sole
supplier to us of Celtic Crossing. Gaelic Heritage mixes the ingredients comprising Celtic Crossing using a proprietary
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formula and then Terra bottles it for them in bottles designed for us. We believe that the necessary ingredients are
available to Gaelic Heritage in sufficient supply and that Terra’s bottling capacity is currently adequate to meet our
projected supply needs. See “Strategic brand-partner relationships.”

Tierras tequila

     Tierras Tequila Autenticas de Jalisco or “Tierras” is being produced for us in Mexico by Autentica Tequilera S.A. de
C.V. Autentica Tequilera currently organic agave, and together with its affiliates is in the process of cultivating its
own supply of organic agave. Autentica Tequilera distills and bottles the tequila at its facility in the Jalisco region of
Mexico. Tierras is available as blanco, reposado and añejo. The blanco is unaged, the reposado is aged in oak barrels
at the distillery for up to one year, and the añejo is aged in oak barrels at the distillery for at least one year. We believe
that, given the ability of Autentica Tequilera to purchase organic agave and its anticipated cultivation of organic
agave, that Autentica Tequilera has sufficient capacity to meet our foreseeable supply needs for this brand.

6
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Betts & Scholl wines

    The Betts and Scholl wines are being produced for us by well regarded winemakers in the Barossa Valley in
Australia and Hermitage France.  In Australia, Richard Betts works with Rusden Wines to produce the OG, Chronique
and Black Betty wines.  In France, the winemaker Jean-Louis Chave produces, blends and bottles our Red and White
Hermitage wines.  Although we do not have formal agreements with theses parties, we believe that these relationships
are strong enough and that the availability of wine is such that these producers will be able to provide a sufficient
quantity of wine to fulfill our requirements into the foreseeable future.

Distribution network

     We believe that one of our strengths is the distribution network that we have developed with our sales team and our
independent distributors and brokers. We currently have distribution and brokerage relationships with third-party
distributors in all 50 U.S. states, as well as material distribution arrangements in approximately 25 other countries.

U.S. distribution

      Background. Importers of beverage alcohol in the United States must sell their products through a three-tier
distribution system. Typically, an imported brand is first sold to a U.S. importer, who then sells it to a network of
distributors, or wholesalers, covering the Unites States, in either “open” states or “control” states. In the 32 open states, the
distributors are generally large, privately-held companies. In the 18 control states, the states themselves function as the
distributor, and regulate suppliers such as us. The distributors and wholesalers in turn sell to individual retailers, such
as liquor stores, restaurants, bars, supermarkets and other outlets licensed to sell beverage alcohol. In larger states such
as New York, more than one distributor may handle a brand in separate geographical areas. In control states, importers
sell their products directly to state liquor authorities, which distribute the products and either operate retail outlets or
license the retail sales function to private companies, while maintaining strict control over pricing and profit.

     The U.S. wine and spirits industry has consolidated dramatically over the last ten years due to merger and
acquisition activity. There are currently six major spirits companies, each of which own and operate their own
importing businesses. All companies, including these large companies, are required by law to sell their products
through wholesale distributors in the United States. The major companies are exerting increasing influence over the
regional distributors and as a result, it has become more difficult for smaller companies to get their products
recognized by the distributors. We believe our established distribution network in all 50 states allows us to overcome a
significant barrier to entry in the U.S. beverage alcohol market and enhances our attractiveness as a strategic partner
for smaller companies lacking comparable distribution.

     For fiscal 2010, our U.S. sales represented approximately 85.1% of our revenues, and we expect them to grow as a
percentage of our total sales in the future. See note 17 to our accompanying consolidated financial statements.

      Importation. We currently hold the federal importer and wholesaler license required by the Alcohol and Tobacco
Tax and Trade Bureau of the U.S. Treasury Department, and the requisite state license in 49 states and the District of
Columbia.

     Our inventory is strategically maintained in large bonded warehouses and shipped nationally by an extensive
network of licensed and bonded carriers.

     Until recently, it was more cost effective for us to use MHW Ltd., a New York-based nationally licensed importer,
to coordinate the importing and industry compliance required for the sales of our products across the United States. At
the current stage of our growth, it is now more economical for us to assume the role of importer ourselves. While we
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continue to rely on MHW to perform certain back office functions, we now act as an importer.

      Wholesalers and distributors. In the United States, we are required by law to use state-licensed distributors or, in
the control states, state-owned agencies performing this function, to sell our brands to retail outlets. As a result, we
depend on distributors for sales, for product placement and for retail store penetration. We currently have no
distribution agreements or minimum sales requirements with any of our U.S. alcohol distributors, and they are under
no obligation to place our products or market our brands. All of the distributors also distribute our competitors’
products and brands. As a result, we must foster and maintain our relationships with our distributors. Through our
internal sales team, we have established relationships for our brands with wholesale distributors in each state, and our
products are currently sold in the United States by approximately 80 wholesale distributors, as well as by various state
beverage alcohol control agencies.

International distribution

     In our foreign markets, most countries permit sales directly from the brand owner to retail establishments,
including liquor stores, chain stores, restaurants and pubs, without requiring that sales go through a wholesaler tier. In
our international markets, we rely primarily on established spirits distributors in much the same way as we do in the
United States. We use Terra to handle the billing, inventory and shipping for us with respect to certain products in
certain of our non-U.S. markets.

7
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     As in the United States, the beverage alcohol industry has undergone consolidation internationally, with
considerable realignment of brands and brand ownership. The number of major spirits companies internationally has
been reduced significantly due to mergers and brand ownership consolidation. While there are still a substantial
number of companies owning one or more brands, most business is now done by the six major companies, each of
whom owns and operates its own distribution company in the major international markets. These captive distribution
companies focus primarily on the brands of the companies that own them.

     Even though we do not utilize the direct route to market in our international operations, we do not believe that we
are at a significant disadvantage, because the local importers/distributors typically have established relationships with
the retail accounts and are able to provide extensive customer service, in store merchandising and on premise
promotions. Also, even though we must compensate our wholesalers and distributors in each market in which we sell
our brands, we are, as a result of using these distributors, still able to benefit from substantially lower infrastructure
costs and centralized billing and collection.

     Our primary international markets are Ireland, Great Britain, Northern Ireland, Germany, Canada, France, Italy,
Sweden and the Duty Free markets. We also have sales in other countries in continental Europe, Latin America, the
Caribbean and Asia. For fiscal 2010, non-U.S. sales represented 14.9% of our revenues. See note 17 to our
accompanying consolidated financial statements.

Significant customers

     Sales to one distributor, Southern Wine and Spirits and related entities, accounted for approximately 32.1% of our
consolidated revenues for fiscal 2010.

Our sales team

     While we currently expect more rapid growth in the United States, our primary market, international markets hold
potential and are part of our global strategy. We have realigned our international strategy on a market-by-market basis
to strengthen our distributor relationships, optimize our sales team and effectively focus our financial resources.

     We currently have a total sales force of 14 people, including six regional U.S. sales managers and one international
sales manager, with an average of over 15 years of industry experience with premium beverage alcohol brands.

     Our sales personnel are engaged in the day-to-day management of our distributors, which includes setting quotas,
coordinating promotional plans for our brands, maintaining adequate levels of stock, brand education and training and
sales calls with distributor personnel. Our sales team also maintains relationships with key retail customers through
independent sales calls. They also schedule promotional events, create local brand promotion plans, host in-store
tastings where permitted and provide wait staff and bartender training and education for our brands.

Advertising, marketing and promotion

     To build our brands, we must effectively communicate with three distinct audiences: our distributors, the retail
trade and the end consumer. Advertising, marketing and promotional activities help to establish and reinforce the
image of our brands in our efforts to build substantial brand value. We believe our execution of disciplined and
strategic branding and marketing campaigns will continue to drive our future sales.

     We employ full-time, in-house marketing, sales and customer service personnel who work together with third party
design and advertising firms to maintain a high degree of focus on each of our product categories and build brand
awareness through innovative marketing activities. We use a range of marketing strategies and tactics to build brand

Edgar Filing: Castle Brands Inc - Form 10-K

15



equity and increase sales, including consumer and trade advertising, price promotions, point-of-sale materials, event
sponsorship, in-store and on-premise promotions and public relations, as well as a variety of other traditional and
non-traditional marketing techniques to support our brands.

     Besides traditional advertising, we also employ three other marketing methods to support our brands: public
relations, event sponsorships and tastings. Our significant U.S. public relations efforts have helped gain editorial
coverage for our brands, which increases brand awareness. Event sponsorship is an economical way for us to have
influential consumers taste our brands. We actively contribute product to trend-setting events where our brand has
exclusivity in the brand category. We also conduct hundreds of in-store and on-premise promotions each year.

     We support our brand marketing efforts with an assortment of point-of-sale materials. The combination of trade
and consumer programs, supported by attractive point-of-sale materials, also establishes greater credibility for us with
our distributors and retailers.

8
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Strategic brand-partner relationships

     We forge strategic relationships with emerging and established spirits brand owners seeking opportunities to
increase their sales beyond their home markets and achieve global growth. This ability is a key component of our
growth strategy and one of our competitive strengths. Our original relationship with the Boru vodka brand was as its
exclusive U.S. distributor. To date, we have also established strategic relationships for Gosling’s rum, the Pallini
liqueurs, Tierras Tequila and Celtic Crossing, as described below, and we intend to seek to expand our brand portfolio
through similar future arrangements.

Gosling-Castle Partners Inc./Gosling’s rums

     In 2005, we entered into an exclusive national distribution agreement with Gosling’s Export for the Gosling’s rum
products. We subsequently purchased a 60% controlling interest in Gosling-Castle Partners, Inc., a strategic export
venture with the Gosling family. Gosling's Export holds the exclusive distribution rights for Gosling’s rum and related
products on a worldwide basis (other than in Bermuda), through Gosling-Castle Partners, and assigned to
Gosling-Castle Partners all of Gosling’s Export’s interest in our January 2005 U.S. distribution agreement with them.
The export agreement expires in April 2020, subject to a 15 year extension if certain case sale targets are met. Under
the export agreement, Gosling-Castle Partners is generally entitled to a share of the proceeds from the sale, if ever, of
the ownership of any of the Gosling’s brands to a third-party, through a sale of the stock of Gosling’s Export or its
parent, with the size of such share depending upon the number of case sales made during the twelve months preceding
the sale. Also, prior to selling the ownership of any of their brands that are subject to these agreements, Gosling’s
Export must first offer such brand to Gosling-Castle Partners and then to us. The Goslings, through Gosling’s Brothers
Limited, have the right to act as the sole supplier to Gosling-Castle Partners for our Gosling’s rum requirements.

I.L.A.R. S.p.A./Pallini Internazionale

     We have a long-term, exclusive marketing and distribution agreement with I.L.A.R. S.p.A., a family-owned Italian
spirits company founded in 1875, under which we distribute Pallini Limoncello, Peachcello and Raspicello liqueurs in
the United States. We began shipping these products in September 2005.

     Under the agreement, I.L.A.R. may raise agreed prices as long as the price increases do not exceed those of major
competitors for comparable products. I.L.A.R. is required to maintain certain product standards, and we have input
into adjustments of the product and packaging. We are required to prepare a preliminary annual strategy plan for
advertising and distribution for review by I.L.A.R. and are required to make certain advertising, marketing and
promotional expenditures based on volume. The agreement was automatically renewed under its terms on
December 31, 2009 for an additional three years.

Autentica Tequilera S.A. de C.V./Tierras tequila

     In February 2008, we entered into an importation and marketing agreement with Autentica Tequilera S.A. de C.V.,
under which we became the exclusive U.S. importer of an organic, super premium tequila, Tequila Tierras Autenticas
de Jalisco or “Tierras.”

     The agreement has a five-year term, with automatic five-year renewals based upon sales targets. During the term,
we have the right to purchase tequila a
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