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15 January 2003
The Manager o
Stop 3-9 ‘ “ H
Office of International Corporate Finan ‘ |
Securities and Exchange Commission 765
450 Fifth Street N W ~ 03003 :
WASHINGTON D C 20549
SEC EXEMPTION NO 82-2692

Dear Sir/Madam

SOUTHCORP LIMITED - FILE 82-2692
CANCELLATION OF OPTIONS

We enclose herewith for filing a copy of an announcement that was lodged with the
Australian Stock Exchange today.

The notice is to be filed with respect to the Company's obligation pursuant to Rule 12g3-2(b).
Please acknowledge receipt of this letter by stamping and returning the enclosed copy in the
self addressed envelope provided for your convenience.

Yours faithfully
SOUTHCORP LIMITED
PROCESSED
THOWMSON
'} / : FINANCIAL

M M HUDSON

COMPANY SECRETARY

ggﬂy//‘/

cc: Mark R. Saunders, Global Markets Capital Corp.

SOUTHCs¥RP

Southcorp Limited ABN 80 007 722 643
403 Pacific Highway, Artarmon NSW 2064, P.O. Box 366, Artarmon NSW [570, Australia
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15 January 2003
Manager Announcements
Company Announcements Office
Australian Stock Exchange Limited
10th Floor
20 Bridge Street

SYDNEY NSW 2000

Dear Sir/Madam
CANCELLATION OF OPTIONS

We advise that due to the cessation of employment of 3 participants in the Southcorp
Executive Share and Option Plan and Executive Director Share Option Deed, the number of
options to acquire additional fully paid ordinary shares in the capital of the Company set out
below have been cancelled in accordance with the rules of the Plan, as follows:

Date Options Exercise Date Options No.
Granted Price Cancelled Options

Cancelled
12 November 1999 $5.38 14 December 2002 450,000

3 July 2000 $4.70 31 December 2002 250,000
5 September 2000 $4.47 30 December 2002 20,000

20 October 2000 $4.54 1 January 2003 1,800,000

Yours faithfully
SOUTHCORP LIMITED

M M HUDSON

COMPANY SECRETARY

SOUTHCSRP

Southcorp Limited ABN 80007 722 643
403 Pacific Highway, Artarmon NSW 2064, P.O. Box 366, Artarmon NSW 1570, Australia
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21 January 2003
The Manager
Stop 3-9
Office of International Corporate Finance
Securities and Exchange Commission
450 Fifth Street N W
WASHINGTON D C 20549

SEC EXEMPTION NO 82-2692

Dear Sir/Madam

SOUTHCORP LIMITED - FILE 82-2692
NEWS ANNOUNCEMENT & HALF YEAR REVIEW

We enclose herewith for filing a copy of each of the above announcements that were lodged
with the Australian Stock Exchange today.

The notices are to be filed with respect to the Company's obligation pursuant to Rule 12g3-
2(b). Please acknowledge receipt of this letter by stamping and returning the enclosed copy
in the self addressed envelope provided for your convenience.

Yours faithfully
SOUTHCORP LIMITED

M M HUDSON
COMPANY SECRETARY

Encl

cc: Mark R. Saunders, Global Markets Capital Corp.

SOUTHCS*RP

Southcorp Limited ABN 80 007 722 643
403 Pacific Highway, Artarmon NSW 2064, P.O. Box 366, Artarmon NSW 1570, Australia
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NEWS ANNOUNCEMENT
Earnings Guidance and Exit from US Asset

21 January 2003

Summary of Main Features of Release
Earnings

o EBITA (pre SGARA) of around $115 million expected for the half year ended
31 December 2002 [preliminary and pre-audited figures, excluding the impact
of the IWC write down]

e 2003 financial year EBITA (pre SGARA) expected to be in line with like-on-
like 2002 EBITA (pre SGARA) of $287.1 million

* Volumes (excluding bulk wine) for six months to 31 December 2002 of
11.6 mullion cases (up 7.2% on pcp)

e Core brand volumes for six months of 7.3 million cases (up 21% on pcp)

e Strong value and volume growth in major growth market of the Americas —
2.9 million cases for six months (up 26.5% on pcp)

Asset Exit — The Independence Wine Company — USA

e Write down in carrying value of $12.5 million together with SGARA impact
of $8.0 million to be taken against half year earnings; also a provision of $8.8
million charged against Opening Retained Profits

SGARA

o SGARA profit from grapes including inventory relief from prior years — to be
less than $5 million, due to prevailing drought conditions

o IWC grape vine write down of $8.0 million will result in a forecast net loss on
SGARA of around ($4.0) million for fiscal 2003.

K Fa 53 B N TR
SOUTHCEARP
Southcorp Limited ABN 80 007 722 643
403 Pacific Highway, Artarmon NSW 2064, P.O. Box 366, Artarmon NSW 1570, Australia
Telephone +61 2 9465 1000 Facsimile: +61 2 9465 1100




Overview

Southcorp Limited today provided 2003 financial year earnings guidance to the
investment market. This guidance is provided in the context of remarks made at the
company’s AGM on 31 October 2002, related to the increasingly competitive market
conditions within the global wine sector.

Following the completion of the December Christmas trading period, the company is
now in a position to provide more definitive advice on the half and full year earnings
outlook.

Southcorp has also announced its decision to exit its investment in The Independence
Wine Company [IWC] in California. The decision entails a write down of

$29.3 million, of which $20.5 million (including SGARA) is expected to be taken
against profit at the half year and $8.8 million against Opening Retained Profits. A
part of this write down relates to a reduction in the carrying value of 100% owned
Californian vineyards.

Dividends are expected to be maintained at the same level of last year’s interim and
final dividend.

Earnings

On a preliminary and pre-audited basis, the company expects to report a half year
Earnings Before Interest, Tax and Amortisation (and pre SGARA) [EBITA pre
SGARA] of around $115 million. This amount excludes the impact of the IWC write
down. On a like- for-like basis (removing the 2001 contribution from the now
divested Water Heater business), this represents around an 10% decrease on the prior
corresponding period. Southcorp will release its half year earnings on 25 February
2003. Preliminary and pre-audited sales revenue for the half was around

$725 million, around a 2.5% increase on the prior corresponding period.

For the 2003 financial year, the company forecasts, based on current known market
conditions, a full year EBITA (pre SGARA and before the IWC write-down) in line
with last year’s reported earnings ($287.1 million). This represents up to a 15%
decline on the eamnings advice for 2003, first provided to the market in April 2002.

Competitive market and trading conditions, structural changes in some parts of the
industry, as well as less favourable customer and product mix factors, have adversely
affected revenue growth. Trading conditions have also made it highly challenging to
achieve margin growth. Some improvement in mix and margins in the second half is
expected to result in a full year EBITA/sales margin slightly below the 2002 full year
figure of 19.2% (excluding bulk wine).

Southcorp has continued to achieve strong growth in its four core premium
commercial brands, with volume growth of 21% relative to the prior corresponding
period. Overall volume growth was up 7.2% on the prior corresponding period.



Factors influencing the trading environment included the following:

o Increased competition, in part influenced by an oversupply situation in some
markets.

» Consolidation of retailing, driving a reduction in product mix and margins.
Aggressive retail pricing.

* A higher cost of doing business, reflected in higher promotional spend to
secure retailer presence and grow volumes.

For Southcorp, this has had a number of consequences:

e Customer mix - an increasing proportion of Southcorp’s sales are directed to
the major supermarket chains and grocers, particularly in the UK and
Australia. Southcorp’s strongly growing volumes in this sector are typically
associated with lower relative margins due to lower volume based pricing
terms.

¢ Product margin mix — a higher proportion of sales of the company’s lower
value/lower margin, yet still premium commercial wines.

In addition, the fiscal 2003 revenue contribution from super premium wines, as
previously advised, is significantly lower than the previous year due to a lower 2000
vintage harvest from Southcorp’s own vineyards.

Keith Lambert, Managing Director and Chief Executive Officer said: “The tough
trading conditions for the industry represent, arguably, a unique confluence of events:
retailer consolidation and push for market share in the wine sector and a highly
competitive industry behaviour brought about in part by an oversupply of wine in
some markets.”

“The fundamental strength of the Southcorp portfolio is reflected in the strong growth
of our premium global commercial brands, our global scale and capabilities to meet
market demands, and our excellent performance in the key US market, where the

company’s earnings increased and where we sold 2.9 million cases in the half (up
26.5%).”

“While the company expects the continuation of competitive trading conditions,
Southcorp’s second half result is expected to be aided by an improved portfolio mix
of higher value commercial premium wines and the release of super premium lines. In
addition, merger cost savings will continue at a higher level in the second half as 2002
vintage wines continue to be released.”

“The company’s challenge will be to continue to grow its premium commercial wines
— both core brands and specialist boutiques - with a renewed focus on the sale of
higher margin products.”

“The continued working out of lower value products will also provide the basis for
improved portfolio efficiency, in terms of margins and capital utilisation. In the first
half of the year, the successful work out of over 500 SKUs [Stock Keeping Units], or
nearly a third of the total portfolio, has been a major organisational effort.”



“With this effort predominantly complete and with progress towards a more
streamlined portfolio, there can now be a strengthened focus on implementing a
premium wine company model with its focus on value enhancement.”

“The level and efficiency of promotional expenditure is an area of heightened focus.
A better alignment will be achieved between this activity and maximising our sale of
higher margin products.”

“Given the more competitive market conditions, we have stepped up the capture of
operational efficiency improvements and cost reductions across the business.”

The Independence Wine Company — United States

Southcorp is negotiating to exit its involvement in the Californian based The
Independence Wine Company LLC (IWC), which produces the Seven Peaks brand of
wine. The decision to exit follows the failure to reach a commercially satisfactory
arrangement with its 50% joint venture partner for the future funding for the venture,
including the refinancing of a loan originally provided in 1996 by Southcorp Finance
USA Inc. The joint venture has been earnings and cash flow negative since its
inception.

The exit will be achieved by Southcorp acquiring the outstanding 50% interest in
IWC for a nominal amount. In turn Southcorp will forgive outstanding liabilities on
the loan in return for its partner agreeing to assume sole responsibility for
approximately 65% in value of the outstanding long-term grape contracts held by
IWC.

The exit entails:

e A write down in carrying value of approximately $20.5 million which will be
taken against the half year profits. This amount includes a $12.0 million write
down on the loan to IWC and a $8.0 million write down of Southcorp’s 100%
owned Californian grape vines, which is included in the SGARA result (see
below) .

e Also a provision of $8.8 million will be raised for onerous grape and winery
contracts not assumed by Southcorp’s partner which will be charged to
Opening Retained Profits in accordance with the new accounting standard
AASB 1044 “Provisions, Contingent Liabilities and Contingent Assets.”

IWC produces the Seven Peaks brand of wine, which achieved peak annual
production of 70,000 cases in 2001. Southcorp has been seeking, unsuccessfully, to
divest the asset for sometime.

According to Keith Lambert: “The failure to reach a satisfactory commercial
arrangement with our partner for the future funding of this non-strategic asset,
necessitated a thorough review of the company’s options.”

“Southcorp’s strategy is based on strong premium global brands with a low cost
Australian production base. The Seven Peaks brand is not aligned with this strategic
focus.”



“Further, it has been decided that Southcorp’s continued involvement in this asset is
unlikely to deliver upon minimum performance criteria in the foreseeable future. Our
continued involvement would entail a further investment and a diversion of
management focus from the company’s major growth opportunities in the North
American market.”

Vintage Outlook — SGARA

Southcorp has revised its estimated grape intake from its own vineyards for 2003.
While the 2003 vintage is expected to produce a higher tonnage than last year,
drought conditions have had a detrimental impact on Southcorp in cool climate areas,
which represent approximately 60% of the company’s total vineyard holdings. This
has caused Southcorp to revise its forecast for Self Generating and Regenerating
Assets [SGARA] profits for the 2003 financial year. The company now expects
SGARA profit from grapes including inventory relief from prior years to be less than
$5 million. The Company had previously expected SGARA profits to be $25 million
-$30 million SGARA will be further reduced by the IWC grape vines write-down of
$8.0 million, resulting in a net loss on SGARA of around -$4.0 million.

Under Australian accounting standards, wine companies are required to report each
vintage nonrrealised profits arising from grapes grown on their own vineyards.

The reduced SGARA forecast for 2003 reflects the impact on expected yields of
continuing drought conditions, as well as higher SGARA inventory relief from prior
years.

The 2003 harvest commenced in the Hunter Valley earlier this month. At this stage,
Southcorp expects to have sufficient fruit from the 2003 vintage to satisfy our wine
making requirements. The Company's 2003 vintage report, which is planned to be
released to the Australian Stock Exchange in June, will provide details of the harvest
tonnage.

Additional information on the first half operating result, The Independence Wine Company and 2003
SGARA is provided on Southcorp’s website www.southcorp.com.au - Investment Presentations — Half
Year Review.

For further information contact:

Dr Robert Porter

General Manager, Investor Relations & Corporate Affairs
Telephone: 02 94651154

Mobile: 0407 391829

Facsimile: 02 94651181



SOUTHCORP LIMITED

HALF YEAR TO 31 DECEMBER 2002

Volume (excluding buik wine to wineries) 'm cases

1°* Half 2003 1™ Half 2002 Yo pep
Australasia 5.2 5.2 -1.5
Americas 29 23 26.5
UK/Europe 3.5 33 7.7
Total 11.6 10.8 7.2

Core Premium Commercial Brand Volumes 'm cases

15 Half 2003 1% Half 2002 % pcp

Australasia 1.8 1.6 12.1
Americas 2.8 2.2 28.8
UK/Europe 2.7 2.3 195
Total 7.3 6.1 20.8
% of total volumes 63.9 56.7
(excl. bulk)
% of total revenues 78.8% 74.9%
(excl. bulk)
Wine Analysis by Brands

Volume 'm cases % _pcp
Penfolds 1.2 2.0
Rosemount 2.8 21.7
Lindemans 32 ’ 30.5
Wynns 0.1 =35
Core Premium 7.4 20.8
Other 4.2 -10.6
Total (excluding 11.6 7.2

bulk)




Half Year Revenues - $M Preliminary & Unaudited Data
1" Half 2003 1" Half2002 7 pep
Australasia 243 245 -0.8
Americas 270 241 12.0
UK/Europe 212 200 6.2
Total 725 686 5.7
1% Half 2003 1* Half 2002 % pep
NSR/case $62.85 $63.71 -1.3
NSR/case $77.56 $84.18 -7.9
- core brands
. These are preliminary and unaudited data figures and subject to change. The Company releases its half

year results on 25 February 2003.

. Core brands are Penfolds, Rosemount, Lindemans and Wynns Coonawarra Estate.

Estimated EBITA Contribution by Region $M
1 Half 2003! 1 Half 2002
Australasia -20to -25% 349
Americas ~+10% 62.1
UK/Europe -30 to -40% 31.6
Total ~-10% 128.6
! Represents estimated range of 1st Half EBITA (pre SGARA) compared to 1st Half 2002
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