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Components of Effective Self-Regulation

» Responsible Content: 34 provisions

» Responsible Placement: 8 provisions
— Detailed industry media buying guidelines
— No college or university advertising or marketing

CODE OF — No outdoor ads within 500 ft. of schools/places of worship
R RONSIBLE o Internal Compliance Review System

| FORBEVERAGE ALCOFOL - Training programs for employees
A — Separate review of ads outside marketing department

 Code Review Board

DISTILLED — Operating for over two decades
COUNCII

— Charged with reviewing/deciding complaints promptly

« Qutside Advisors
— Prevetting, third-party guidance, tie-breaking votes

« Semi-Annual Code Report
— Full public transparency
— Compliance and education tool Page 3




A Responsive, Tough, Active Code

 Decades of a strict advertising Code

— Standards higher than mandated by law or regulation
— Higher than government could set due to 15t Amendment constraints

» Decades of compliance and enforcement

— 100% compliance by DISCUS members
— Overwhelming compliance by non-DISCUS members

« Decades of quick action

— Members: less than a week from complaint receipt to resolution

— Non-DISCUS members: average time less than 60 days
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Scope of Code’s Provisions: All Inclusive

 All activities related to advertising and marketing
— Brand advertising/consumer communications
— Promotional events
— Packaging and labeling
— Distribution and sales materials

» Every type of print and electronic media
— TV, radio, magazines, newspapers, outdoor
— All on-line communications, including blogs, internet banners

 Every type of promotional or marketing activity

— Product placements
— Sponsorships and on-premise promotions
— Paraphernalia (no branded items intended for use by those under 21)
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Coverage of Code:
Significant Compliance and Enforcement Reach

 All spirits, wine, beer brands marketed by DISCUS members
— Reaches over 2,800 brands marketed by member companies
— Same principles apply across beverage alcohol categories
— Only industry code bringing all products under one tent
— DISCUS represents over 70% of U.S. spirits sales

* Non-DISCUS member spirits brands
— Historically non-members have followed the Code and abided by Board decisions
— Companies with small portfolios, large portfolios and new entrants

 Supported and endorsed by other trade associations

— Kentucky Distillers” Association and Presidents’” Forum

— New York Wine & Grape Foundation, with its over 100 winery members representing
over 90 percent of New York’s total wine production, and many individual companies
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Transparency: Semi-Annual Reports
First Public Complaint Reports Issued by Industry Trade Group

» Process more visible, transparent and understandable
« Over 1,500 copies of each report distributed

— Attorneys General

SEMI-ANNUAL — Federal and State Officials
CODE REPORT

— Advocacy and Consumer Groups

THE AMERICAN

— Industry Members RUSIHERS AWARD:S
2006 Finalist

 Positive response from all sectors V- UEEERY LGN
BUSINESS AWARDS"

— University and College Presidents

— Federal and State Agencies

— Commended by Industry Critics
— Winner - Best Business Ethics Communications

— Finalist - Best Corporate Social Responsibility Program
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Transparency Commended By Industry Critics

THE CENTER ON

AND you‘“

* Jim O’Hara, Executive Director, The Center on Alcohol Marketing and Youth

* “Today’s report by the Distilled Spirits Council of the United States (DISCUS) on
how well liquor companies have complied with the DISCUS marketing code is a
step in the right direction. It shows DISCUS has heard the need for transparency,
as recommended by the Federal Trade Commission in 1999.”

T T TR

°¢~7~? Pacific Institute

& FOR RESEARCH ARD EVALUATICHY

* Robert I. Reynolds, Director, Alcohol Policy Initiatives, PIRE

* "The inaugural DISCUS Code Report contributes to building public trust in the
integrity of alcohol industry self-regulation.... DISCUS is to be congratulated for
recognizing the need for public disclosure of its process for handling complaints
regarding violations of its voluntary advertising code and the findings of its review
panel.”

Page 8




Strong Voluntary Code in Place Since 1934
Revised as social mores and technology change

Core principle steadfast:

— To market our products to adults 21
years of age and older in a responsible
and appropriate manner

» Code updated in 1996 to include
broadcast advertising

GOOD
PRACTICE

RESPONSIBLE
PRACTICES « Code updated in 1998 to include

FOR BEVERAGE ALCOHOL

ADVERTISING AND MARKETING \we bS | tes an d I N te 1 et ad Ve rt | S | N g

DISTILLED « Brand website addresses available

B to parents/“net nanny” companies
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Code Enhanced Again in 2003 and 2009
Among the Key Changes:

CODE

oL 70% 21 years of age and older demographic
Sracniees |+ All ad models over 25
G More explicit rules prohibiting use of sex/depictions of excessive drinking
Distinguished external advisory panel
Transparency — Semi-Annual reports

Product placement guidelines for music videos, video games and more
No supplier-sponsored promotions in college licensed establishments
Rules on website downloadable advertising content

No drinking games rewarding excessive consumption

Code compliance seminars for members and non-members

CODE OF
RESPONSIBLE
PRA!
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Detailed Media Placement Buying Guidelines

Specific criteria for placement in each medium

— Place ad based on prior two quarters of data
— Nielsen, Arbitron, Consolidated MRI 12+, comScore

(digital uses most recent three-month site average)

Semi-annual random post audits

Post audits to verify past placement met standard

Same tough content standards regardless of medium/placement
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Magazine Special Binding Initiative
Effective July 1, 2006

 Special bindings (remove alcohol ads) for school library subscription
copies of:

— Newsweek, People, Sports lllustrated, Time, U.S. News & World Report

— Magazines most commonly subscribed to by school libraries

» Voluntarily refrain from placing ads on inside/back covers if they ls:‘-
cannot be segregated E

BUSHS GTHO WARNINGS FYTTTTTETITNTITTE g

'-Jollm?yye

2 T

@h
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“Unmeasured Magazine Initiative”
Effective October 1, 2006

Initiative developed after a publisher provided
conflicting demographic data to advertisers for
an unmeasured magazine

Requires third-party demographic survey by
publisher before ad placement

SPEAKS ON THE MAKING OF

Applies to magazines intended for general TR DO
circulation not measured by a syndicated data Mg"
source *

— Covers “national consumer print” publications, local consumer
print publications with a subscription base, military publications

— Excludes trade publications (such as ABC journals), alumni
publications, free local newspapers without a subscription base
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How the Code Review Process Works

« Each complaint given identical consideration and priority status

« Complaint sent to advertiser for response
— DISCUS members respond forthwith

— Non-members — 15 business days to respond
« Code Review Board convenes

« Advertiser invited to participate

« Board deliberates and issues decision
« Advertiser notified of decision

« Public report on complaint decisions and advertiser’s response

— Board decisions also posted on DISCUS website pre-publication
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Examples of Code Process:
Advertising Placement

« Complaint received 12/12/05
 Advertiser notified 12/13/05
SEMI-ANNUAL

JOIDIE IEIHRT  Advertiser responds 12/21/05

— Placement based on readership data
provided by ESPN

 Board convenes 12/22/05
SEMLANNUAL * Placement violation found

« Advertiser ceases ESPN placements

« Advertiser agrees to use MRI 12+
data to place or subscription-only
edition if 70% standard not met
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Examples of Code Process:
Advertising (TTB Approved Label)

« Complaint: Content of advertising materials _
violates the “good taste” and using sex as a selling _ e
point/gratuitous nudity provisions of the Code %

« Board Decision: Board understood that Tax
and Trade Bureau had approved the product
label; nevertheless, found associated advertising
materials to violate Code

e Advertiser’s Action: Removes ad materials,
rebuilds and redesigns its website
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Outside Advisory Board Members:
Guidance, Ad Prevetting, Tie-Breakers

« Dr. Deno Curris — Distinguished Educator
— Former President of the American Association of State Colleges
and Universities, former President of Clemson, Murray State and
Northern lowa Universities, with 42 years of service in higher
education and actively engaged in addressing alcohol abuse
among college students

« Ms. Jodie Bernstein — Distinguished Public Servant

— Former Director of Consumer Protection Bureau of the FTC,
leader in creating the National Advertising Review Council of the
Better Business Bureaus, appointed to review self-regulatory
guidelines for CARU, and the recipient of the BBB International
Trade Torch award for Consumer Leadership for significantly
advancing marketplace trust through consumer advocacy and
leadership in the area of advertising self-regulation

« Mr. Rick Gitter — Distinguished Advertising Executive
— Former NBC Vice President of Advertising Standards and
Program Compliance with 30 years of experience overseeing
network advertising compliance
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2006, 2008 and 2010 Best Practices ;edia Summits

Nielsen Cinema®

ARBITRON

Overview of DISCUS Guidelines for TV

% ockioines o TV core Droadesel 1V ooy nsbvark &
ocnl)moh {network, regional & local) and Syndication

Following the Code e e ot
How An_'b.itvon can help with Alcohol

* Buying for Radlo
* Buying for Television — Broadcast and Cable igmyspace.com.
 Buying for Print — Magazine and Newspaper

* Buying for Digital Media
» Soclal Networking Sites: Demographic Tools & Beyond
* Product Placements in Cinema and Broadcast

* Your Own Web3|te and Emerging Marketing Technology

facebook

. DISCUS Media Summit
‘*» PROQUQTELAA._C.E_MENI l_AL_.,u. December 2008
s CINE :_FEDEIIAI'TIIIIIE}I:I)MM_ISSII)H""

7%, ProductPlacement &
LR /ﬁl- FTC Advertising Law

ﬁx DISCUS Best Practices Media Summit, Washington, DC

ddi

Mary K. Engle, Associate Director
ision of Advertising Practice:
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Advertiser
splainant

Complaint Summary

e Review Board Dec

Action by Advertiser

Advertiseme

Advertiser:

Complainant:

Complaint Summary:

Code Review Board Decision:

Action by Advertiser

Status:

DISCUS Best Practices Media Summits
Advertising Content Review

Compliance with the DISCUS Code
Do’s & Don’ts

Sniper Vodka packs

Cracovia Brands, Ine
2-DISCUS m

Industry member

ped bottle a
Iy in light o

ssociated with anti-social or dar s behavior

fer consideration of the complaint and the prov
of the DISCUS Code. 1

Code

refore violate
16.and 19 of the

n the
advertising and

Advertisements

Complainant;

Complaint Summary!

Code Review

Action by Advertisee:

Status:

)]
1

July 1, 2004 - December 31

hece Olive
Advertisen
Complainant:

Complaint S

Code Review Board Decisions N e advents esponse to

Action by Advertiser:

Status: Rewlved: Responsive action taken

SEVENTH PUBLIC REPORT

Advertisement: Downunder Vodka print advertisement

Advertiser: Heartland Spirits Group

(Non-DISCUS me
Complainant: Industry member

Complaint Summary: The

being slipped into her pants.

ntent Provision Nos. 21 and 25 pr
ber hol advertising and marketing materials

aceepted rary standards of good taste

men, men, or of any cthnic, minority, soxually-oriented,

and “should not contain or depict.
Code Review Board Decisio ad found that
atent Provision N

epted contemporary standards of

Action by Advertisers: The advertiser immediately pulled the refesen
ment and will no longer use this advertising execution.

Res Responsive action taken
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2010 DISCUS Code Media Summit

“We [FTC] think the DISCUS Best Practices Media Summits are extremely important.”
« (Great success with over 100 attendees, leading media experts, FTC, TTB
 All sectors participated: Non-member distillers, beer, wine, new entrants

« Major focus on emerging marketing platforms (digital media, smart phones)

A o) A R
(MOBILE, TEXT MESSAGING, TWITTER/TWEETING, VIRAL
MARKETING, SMART PHONE APPS, AND BEYOND)

Placement Audits DISCUS is to be commended for this
ongoing initiative to bring together ~ FE—..
Hnst .t R businesses across the beer, wine and
Preceetaton o 1o BSFES s rachoos ok St o SPIrits segments to ensure responsible
: ) beverage alcohol advertising that is
directed to adults. B Rmyspace

— Janet Evans, FTC —

We Can Reach Your
Audience.
Responsibly,

MERIACOM

We’re happy to be associated with an organization like
DISCUS that really leads the way in responsible Word of Mouth
advertising. DISCUS and its members are really forward Marketing
thinking when it comes to being responsible in new and
emerging media.

— Brian Lane, Nielsen Media Tracking —
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DISCUS Honored for Exemplary Program Wlthln the Beverage Alcohol Industry;
Only Private Sector Group Recognized by NCSLA for Best Practices

“We congratulate this year’s NCSLA Best Practices Award winners,” said Eric Honma,
president, National Conference of State Liquor Administrators. “NCSLA is dedicated to providing
an open forum where 1ts members can deliberate and learn about issues relating to the alcoholic
beverage mdustry. Our awards program continues to be an effective and meanmgful way to
advance our purpose as well as identify and reward those that exemplify the best amongst us.”

STATE LIQUOR ADMINISTRATORS ANNOUNCE 2009 BEST :.  'TICES AWARDS
Four Members Honored for Exemplary Programs within the Alcoholic . verage Indusiry

Nashville, Tenn. — June 18, 2008 — The National Conference of State Liquor \dmunistrators DISTILLED SPIRITS COUNC"—

(NCSLA) presented awards to five of their members at the 74® annual confe  ice in Nashville this

week. Each year the NCSLA Best Practices Awards recognizes and shars se programs and - BEST pRACTICEs

practices that are innovative, pioneering and deemed to be of value t~ .ates and the

i ey MEDIA SUMMIT

“We congratulate this year’s NCSLA Best P.. « winners,” said Eric Honma,
president. National Conference of State Liquor Admini.  tors. “NCSLA is dedicated to providing
an open forum where its members can deliberate and learn about =3 1z
beverage industry. Our awards program continues to be an effective and meanmgful way to
advance our purpose as well s identify and reward those that exemplify the best amongst us.”

There Were 18 total nom.manon from both tate agencies and mdu..m leaders in Lhe two

g the foll:m mr nlem value to other
s hew innovation or new appma ches

wvideo project — The Oregon Liquor Control Commission developed this
skillfully crafied video as an educational tool for alcohol servers to help
wners and their employees to sell and serve alcohol in legal and

. (modfeLlaw -'uJFor(eEase program — The Texas Alcoholic Beverage Commission
collaborated with Goodfellow Air Force personnel, local retail licensees, and
enforcement and developed an effective program to combat on-going alcohol vio latmn.,
from aleohol abuse and over service problems among our military men and women, and
track program progress and success.

- More-




Distillers as a Model of Effective Self-Regulation
&l THE WALL STREET JOURNAL

CNBEC
“Other industry groups are starting to copy the
Council’s approach to self-policing...”

“The fabulous thing about self-regulation is that they can address things
that couldn’t be touched by a government agency because of the First

Amendment. This is a far step above and beyond what other companies are .
doing.” -- Janet Evans, Federal Trade Commission AP Associated Press

“DISCUS member companies had a 100% compliance rate in addressing ad

standard violations. The DISCUS approach to revealing all its policing

actions is a breath of fresh air that food companies might consider...”
BusinessWeek
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Linking to the DISCUS Code

 Link to the Code for rapid consideration of any questions/complaints
 Educate constituents about the Code and its review process

 Utah Attorney General Shurtleff links to the DISCUS Code along with
14 State ABCs, the FTC, NCSLA, and NABCA

Business
Professional §
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and how to file a complamt

For more about the Code: http://www.discus.org/responsibility/code.asp
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