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CHAIRMAN’S REPORT

Southcorp’s results for the year ended 30 June 2004 were a necessary and marked improvement over last year. Net profit after tax (before
significant items) was $108.9 million, an increase of 169.9%. Earnings before interest, tax and amortisation (before significant items) was up
by 49.6% to $176.3 million. Strong cash flow generation resulted in net debt reduction of over $169.1 million to $598.4 million. Consistent
with the information | gave to Shareholders in October 2003, while these results are in line with our expectations, | regret that they do not
justify the payment of a dividend.

Performance for Australasia was strong, with earnings growing 48%, reaching acceptable levels for the year. The Company’s business in
Asia, although small, continued to show good growth in revenue and profit. Southcorp is the leading Australian wine company in the region,
with sales revenue growing by more than 25% in the past year.

The business in the United Kingdom and Europe returned to profitability more quickly and strongly than we had anticipated, fuelled by
improved trading in the UK and the continued growth of our European business. Earnings for the region were $32.5 million, which compares
to a loss in the prior year.

In The Americas region, the United States market was particularly difficult during 2004, characterised by competitive market conditions.
Continuing oversupply of domestic wine has put pressure on prices across most segments of the market. Overall, Southcorp’s leading
brands (Lindemans, Penfolds and Rosemount Estate) retained market share but margins deteriorated slightly. In July 2004 we introduced an
innovative new product range called ‘the Little Penguin’, designed to appeal to consumers who enjoy wines that are fun, great value for
money and very approachable. The initial reception has been good with distributors reacting enthusiastically to the new products.

The Canadian business performed well with double-digit revenue growth during the year. Southcorp leads the Australian category in that market.

In July 2004, the President, Southcorp Wines, The Americas and a Director of Southcorp Limited, Thomas Burnet, left the Company.

In August, Scott Weiss was appointed to replace him as President of The Americas. Mr Weiss joins Southcorp from Clorox Company,
where he was President of a major global product division as well as President of Clorox’s Canadian Company. He brings to the Company
a strong consumer goods background with extensive marketing and brand management experience at an international level, including a
period of 4 years in Australia as Managing Director of Bristol Myers.

During the year, our wine brands achieved more awards than ever before. In major wine shows in Australia and around the world,
we collected 32 trophies and more than 1,600 medals, of which 235 were gold. One of our winemakers, Ms Briony Hoare, became
the second Southcorp winemaker in successive years to be recognised by the Wine Society as ‘Young Winemaker of the Year’.
These achievements are a tribute to the skill and capability of our winemakers and viticulturists, and the people who support them
in bringing our products to market.

‘Veraison’, the ongoing business improvement program introduced in August last year, delivered significant savings as well as major
efficiency gains during the year. These programs have been implemented across all functions and geographies of the Company’s business.

In June of this year, we completed a review of winemaking, production and distribution facilities throughout the Company. Implementation of
the findings have begun and will continue over the next 18 months and is expected to deliver substantial improvements in efficiency and
financial performance in the years ahead.

Now that a firm foundation has been established for the future, Southcorp is in a position to invest in the further development of our unique
portfolio of brands and to build on the capabilities we have established in the major markets for Australian wine around the world.

Since joining the Company in April 2003, John Ballard has assembled a strong management team, supported by capable and dedicated
people throughout our business. The team is committed to delivering acceptable returns to Shareholders and to consolidating our reputation
as one of the world’s leading wine companies. Our plans for the coming year include a single dividend payment to Shareholders as a first
step towards resuming more normal returns. Achieving results in the coming year that support a dividend payment to Shareholders is the
first priority of the Board and of our employees.

In July 2004, the Board announced the appointment of Ms Margaret Jackson, AC, as a Non-Executive Director and Deputy Chairman.
Ms Jackson is Chairman of Qantas, a Director of ANZ Bank and Billabong International, and a Chairman’s Panel Member of the
Business Council of Australia. A Chartered Accountant, she has extensive experience across a broad range of industries. Ms Jackson’s
appointment as a Director will be submitted for Shareholder approval at the Annual General Meeting on 28 October 2004.

Ms Jackson is the third Non-Executive Director to be appointed in the past year. Her appointment is consistent with the Board renewal
process which began in 2003 with the purpose of introducing new Board members on a time scale that preserves stability and continuity
and facilitates an orderly transfer of responsibility. The Board intends to continue the process of renewal and, in that context, although | am
seeking re-election at the Annual General Meeting, | intend to step down as Chairman and as a Director, before the end of the 3-year term.

The past year has been a satisfactory initial phase in restoring the Company to the position where it can deliver acceptable returns to
our Shareholders. We look forward to reporting continued progress next year.
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MANAGING DIRECTOR AND CHIEF EXECUTIVE OFFICER’S REPORT

Last year, just a few months after | joined Southcorp, | expressed confidence that we would demonstrate substantial progress in restoring
the profitability of the business during 2004. As a result of a sharp focus on business improvements and a more disciplined approach to
managing costs during the year, we have made sound progress in establishing a stable and effective framework for the future.

Our challenge for the new financial year will be to move the business forward and regain our growth momentum.

This report details the progress we have made by building on our strengths and developing our capabilities and performance.
These improvements are manifested through such achievements as:

e Significant cost savings and a disciplined approach to the business delivered by the Veraison program, introduced in August 2003.
e Restoration of relationships with key customers and revised trading terms in the Australian market.

e |mposing strong promotional cost disciplines across all markets.

e Reduction in the depth and frequency of discounting.

e Restoration of the UK/European business to sustainable profitability ahead of schedule.

Ultimately, however, it is the financial performance of Southcorp during the year that reflects the true success of our efforts. | believe the
transformation of Southcorp that has already occurred demonstrates that the business has stabilised and is getting fit for the future.

The full-year earnings before interest, tax and amortisation (before significant items) was $176.3 million, a 49.6% improvement on 2003,
while the net profit after tax (before significant items) of $108.9 million was a 169.9% improvement on last year. A determined focus on
delivering improved cash flow has resulted in net debt reductions of $169.1 million. Significantly, we have increased the return on capital
employed to 9.3%.

This financial result has been achieved within an environment of sustained attention to those elements of the business that will ensure we
deliver profitable growth. Our primary aim in driving these necessary business improvements has been to restore the payment of dividends
to Shareholders.

Although in 2004 we have delivered a financial outcome that is considerably improved on last year’s, it is but a beginning, and | appreciate this
is nothing more than Shareholders should expect. This has been accomplished as a result of a superb team effort right across the business.

The commitment and passion of Southcorp’s management team and employees, from viticulture and winemaking to operations, distribution,
marketing and sales, has been a source of tremendous pride and support to me. There is a clear and commonly held understanding of the
need for fundamental change, and a sense of dedication in making the changes happen. | pay tribute to the Southcorp team for the part all
have played in the result that has been achieved.

Through the restructuring of our asset footprint, announced in June, our Australian production and distribution centres will be streamlined
and some rationalisation of wineries will occur. The result will be an appropriate fixed asset base to take our business forward.

Following implementation of the changes, which will take approximately 18 months, the new blueprint is expected to deliver

incremental earnings of $27 million per annum by 2008. We expect that these changes will also deliver significant efficiency gains.

As well as improving the efficiency of our asset base, our strategic focus in 2005 is to accelerate the momentum of, and innovation in,
our marketing activity in all markets, and to further build upon our improved customer relationships. We are guided by a very real
appreciation that consumer satisfaction is the key to our commercial success and that the consumer should be the centre of our
marketing and sales activities.

Although our Australasian and UK/European operations have delivered strong results with improved profitability, the USA market continued
to be affected by competitive market conditions and an oversupply of Californian wine. We are currently undertaking a review of the

USA business, similar to that conducted for the Australasian and UK/European operations, to establish the appropriate channel strategies
and organisational structure for the future. These initiatives — together with the launch of an innovative new wine brand for The Americas
called ‘the Little Penguin’ — are expected to enhance our USA performance in 2005.

In August we welcomed to Southcorp Scott Weiss as President of The Americas. Scott brings to the Company extensive experience in
building consumer brands in the USA and Canadian markets, as well as international experience in consumer branded businesses in
Australia and Asia. | believe Scott has the right skills and experience to evolve our business in The Americas.

Last year we promised substantial improvement and, with the results for 2004, we are delivering on our promise. However, we still have
some way to go. The sound initiatives that are in place provide the framework to restore Southcorp to acceptable and ongoing profitability.
Even though this will take time, | am confident we will continue to build on our progress this year.

i@m,

John Ballard
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2004 FINANCIAL SUMMARY

Overview

Southcorp Limited (the ‘Company’ or ‘Southcorp’) has achieved a substantially improved profit performance in tough market conditions as it
continues to drive business improvements, focusing on cash flow generation and improving return on capital employed.

Earnings before interest, tax, amortisation (‘EBITA’) and significant items for the year to 30 June 2004 (‘2004’) was up 49.6% to $176.3
million. Significant items of $97.1 million primarily arose as a consequence of restructure and redundancy costs and write-downs associated
with the decision to consolidate certain packaging and distribution facilities. Net profit after tax attributable to members of Southcorp for
2004 was $46.2 million, compared to a loss of $922.9 million in 2003.

Financial Highlights

e EBITA (before significant items) up 49.6% to $176.3 million.

e 169.9% increase in net profit after tax (before significant items) to $108.9 million (2003: $40.3 million), despite an adverse earnings
impact of approximately $19 million from the strengthening of the Australian dollar.

e Strong cash flow generation driven by improved earnings, improved inventory position and lower tax payments resulting in net debt
reductions of $169.1 million.

e Return on capital employed increased to 9.3% (2003: 5.9%)".

Business Highlights

e The successful introduction of Veraison as a business discipline, generating significant ongoing cost savings and a more structured
approach to the business.

e Rebuilding the Australian business yielding strong earnings recovery.

e UK business improvements ahead of schedule.

e Review of USA operations underway.

e The results of the review of production and distribution assets announced in June 2004. The rationalisation of facilities will result in fixed
and freight cost savings, delivering incremental earnings of $20 million in 20086, rising to $27 million per annum by 2008.

Outlook

While market conditions remain competitive in all regions, the business is expected to deliver modest profit growth in 2005, underpinned by an
increased investment in advertising and promotion. The business will also benefit from lower costs realised from the higher 2004 vintage and
continued focus on cost reduction. As previously announced to the market, 2005 earnings will include the impact of currency and the lower
availability of super premium wines from the drought-affected 2002 vintage. The combined effect of these factors is approximately $30 million.

Looking forward to 2006, the Company should enjoy the first significant impact of the savings from the asset review and lower grape costs
as the remaining legacy contracts run off. Based on current expectations of exchange rates, Southcorp anticipates the impact of currency
on earnings to be reduced.

Shareholder Scorecard
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2004 FINANCIAL SUMMARY

Dividends

No dividend has been declared this year. Subject to the achievement of the current business plan, the Board of Southcorp anticipates the
declaration of a final dividend in the second half of 2005. Significant cash demands will be placed on the business in 2005 as a result of the
implementation of the asset review announced in June 2004. The Board anticipates that these demands will be satisfied from existing
facilities and cash generated from the business.

Revenue

Total revenue decreased by 6.2% to $1,158.6 million. Major factors were:

e Adverse currency impacts of $94.6 million.

e $78.6 million in the market value of own-grown grapes (2003: $57.4 million).

e Other revenue in 2003 included $55.8 million in proceeds from the sale of assets relating to divested businesses.

EBITA

EBITA (before significant items) increased 49.6% to $176.3 million, driven by:

e Reduced discounting in the Australian and UK markets.

e Tightened control over selling and period costs.

e Improved pricing in the Australian market.

Significant Items

Significant items were a loss of $97.1 million and comprised:

e $65.1 million write-down in the carrying value of assets.

e $40.7 million relating to redundancies and restructure costs.

e $8.7 million write-back to profits from onerous grape contracts.

Viticulture Activities

e \Viticulture profit of $17.6 million compared to a profit of $1.4 million in 2003.

¢ Improved revenues from viticultural activities reflect better vintage conditions combined with a stronger focus on vineyard returns.
Net Interest

e As aresult of the improved borrowing position, net interest expense declined by $2.0 million to $42.5 million.

Income Tax

e Tax benefit was $9.5 million.

e The benefit included recoupment of unbooked tax losses in the USA, realising $19.7 million and the benefit arising from entry into
the Australian tax consolidation regime, amounting to $12.1 million.

e The tax benefit arising from significant items amounted to $34.4 million (including the $12.1 million benefit arising from the entry into
the Australian tax consolidation regime).

Financial Performance

Sales Revenue® EBITA & Margins” Net Profit After Tax®
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() Revenue from sale of goods (wine), before significant items.
(i) Margins for wine business only and are derived from revenue from the sale of goods, before significant items.
(iiiy Before significant items.
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2004 FINANCIAL SUMMARY

Review of Cash Flow
Net operating cash flows increased $106.7 million to $203.5 million. Key impacts:

e Improved earnings from operations.
e Improved working capital and non-current inventory position.
e Lower tax payments.

Net investing cash outflows were $26.9 million, comprising primarily of capital expenditure of $25.9 million. The lower levels of capital
expenditure reflect the benefits of previous expansion capital expenditure, as well as more stringent expenditure guidelines.

Net financing cash outflows were $180.9 million. Key impacts:

e Payment of the $74.5 million dividend declared in 2003.
e Receipt of $66.5 million in deferred consideration from previously divested businesses and loan repayments.
e Reduction in net debt of $169.1 million.

Capital expenditure planned for 2005, including the implementation of the asset review, is expected to be $70 to $80 million.

Review of Financial Position
Capital employed (equity plus net debt) decreased by $118.1 million to $1,887.0 million, reflecting:

e Strong inventory control. Current inventory remained flat despite a 23% increase in vintage intake. This was due to reductions in raw
materials and finished goods inventories, as well as lower prices for grapes.

e Non-current inventory reductions as a consequence of drought-affected vintages in 2002 and 2003 and lower prices for grapes.

e Property, plant & equipment reductions largely from asset write-downs of $65.1 million.

e Net debt reductions of $169.1 million to $598.4 million at year end.

Net debt reduced a further $32.8 million in July 2004 due to the early receipt of proceeds from the last major divested business receivable.

Financial Leverage

Return on Capital Employed” Operating Cash Flow Gearing & Interest Cover
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REGIONAL REVIEW — AUSTRALASIA

Australasian earnings have grown 48.3%, a strong result in a competitive Australian marketplace. The focus this year has been to stabilise
the business, restructure the cost-base and establish a sustainable profit model.

Financial Highlights

e Case rate improvements of 8.5% reflect price increases and improved mix.
e Volume reductions of 5.1% reflect the impact of reduced discounting in a highly competitive marketplace.
e Margin improvements from 9.7% to 14.0% reflect the above impacts combined with reductions in overheads.

Business Highlights

e Strong promotional cost disciplines implemented.

e Revised trading terms, which included price increases in September 2003.

e Benefits from restructuring sales teams and support functions.

e Built a strong marketing capability with a global team based in Sydney to leverage the capabilities of a global organisation, while
maximising the impact of our local knowledge by having regional teams.

e Strong performance from the Asian region driven by moves to more direct distribution to key customers, which has seen improved store
positioning, better ranging and more effective promotions.

Future Focus & Outlook

e The objective is to accelerate marketing activity to support the key brands. The Company now has promotional plans in place backed
by sound financial disciplines and is aiming to grow market share.

e |ncreased focus on product innovation.

e Continued focus on cost-base management.

e Competitive market conditions are expected to continue.

e Expect to grow sales this year ahead of the category and margins to remain at similar levels to 2004. Given the lack of super premium
availability and budgeted growth of cask wine sales, case rates are expected to decline marginally in 2005.

Financial Performance

Sales & Margins”
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REGIONAL REVIEW — UK/EUROPE

The business has delivered a strong result with a return to profitability ahead of expectations. This was driven by reduced discounting in the
UK market and continued growth of the European business.

Financial Highlights

e Reduced discounting in the UK market resulted in volume reductions of 6.9% but improvements in local currency case rates of 12.9%.
e Local currency margin improvements reflect the above impacts as well as the reduction in overhead costs and lower cost of goods sold.
Business Highlights

e Refocused the business to profitable sales, which has seen a shift away from high-volume, deep discounting promotions.

e A stronger consumer focus to build long-term brand equity and a more disciplined approach to promotional investment.

e A strict focus on spending has seen overhead and other costs reduce.

e A more focused business approach, working more closely with customers to tailor the portfolio and promotional mix to suit their needs.

Future Focus & Outlook

e Advertising and promotional expenditure is being directed to value-added promotions and consumer focused activity.
e Continued focus on cost-base management.

e Trading conditions expected to remain competitive.

e Expect to improve local currency sales and margins and maintain case rates this year.

Sales & Margins”

Sales AUD$M EBITA % Volume (million cases 9LE) 5.7 6.1 (6.9%)
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(i) Before significant items and viticulture (SGARA).
(i) 2003 AUDS$ costs included in EBITA have been converted to GBP at 2004 rates.



REGIONAL REVIEW — THE AMERICAS

The USA market continued to be characterised by competitive market conditions and an oversupply of Californian wine. The business is
currently undertaking a review to establish appropriate channel strategies and organisational structure for the future.

Financial Highlights

e Local currency case rates reduced by 7.2% reflecting higher levels of discounting and a mix shift primarily to 1.5L products.
e Volumes were up 9.0% and include sales of 300,000 cases of the Little Penguin, which was released to the market in July.
e Local currency margin improvements reflect reduced freight costs and lower cost of goods sold.

Business Highlights

e Launch of the Little Penguin, which is currently entering the retail trade.
e On premise market growth driven by the success of Penfolds Restaurant Challenge, which resulted in substantial restaurant listings.
e Strong growth in Canadian business with sales surpassing 1 million cases.

Future Focus & Outlook

e The Americas new President, Scott Weiss, joined the business on 30 August 2004. His key priority is to finalise and implement the
results of the USA review.

e Further rollout of consumer-based marketing campaigns to drive brand awareness.

e Continued on premise emphasis.

e Trading environment expected to remain intense over the next 12 months.

e Expect local currency margins to slightly improve in 2005 and case rates to stabilise.

Sales & Margins”

Sales AUDSM EBITA % Volume (million cases 9LE) 6.1 5.6 9.0%
500 0 AUDS$ millions
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400 EBITA® 84.0 100.0 | (16.0%)
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1" EBITA" 32.1 26.8 | 19.6%
100 15 EBITA/sales 12.4% 10.4%
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0
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(i) Before significant items and viticulture (SGARA).
(i) 2003 AUDS$ costs included in EBITA have been converted to USD$ at 2004 rates.
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DIRECTORS

T Brian Finn, AO, FACS, FAICD,
FUTS, FIE (Aust), FTSE

Age: 67

Term of Office: Director since
August 1994 (10 years)

Deputy Chairman from July 1996 to
November 2001 and Chairman
since November 2002 (Executive
Chairman from February to

April 2003)

Independent: Yes

External Directorships: Director

of AXA Asia Pacific Holdings
Limited, Fone Zone Limited and
Impart Corporation Limited.
Skills, experience and expertise:
Mr Finn is a former Chairman and
Chief Executive of IBM Australia.
He worked with IBM for 35 years in
marketing, software development
and general management roles in
Europe, the United States and in
Asia, where he was Regional CEO,
before moving to Australia.

Southcorp Board Committee
Membership: Chairman of the
Nomination Committee and a
member of the Remuneration
Committee (Chairman of the
Remuneration Committee until
17 August 2004)

Margaret A Jackson, AC, B Econ,
MBA, FCA

Age: 51

Term of Office: Director and
Deputy Chairman since 23 August
2004

Independent: Yes

External Directorships: Chairman
of Qantas Airways Limited and
Methodist Ladies College, Melbourne,
a Director of ANZ Banking Group
Limited, Billabong International

Limited, a Chairman’s Panel
Member of the Business Council
of Australia and a Fellow of the
Australian Institute of Company
Directors. She is also a member
of the Melbourne University
Business School Association and
the Foreign Affairs Council and
a Board Member and Treasurer
of The Howard Florey Institute
of Experimental Physiology

and Medicine.

Skills, experience and expertise:
Ms Jackson is a Chartered
Accountant. She has broad
industrial experience, including
her involvement in the insurance,
media, manufacturing, mining and
transportation sectors and is a
valuable addition to the Board.
Southcorp Board Committee
Membership: To be advised

Robert | Oatley, BEM

Age: 76

Term of Office: Director since
November 2001 (3 years) and
Deputy Chairman from November
2001 until August 2004
Independent: No

External Directorships: Director,
Balmoral Pastoral Pty Ltd (Group),
including Reline Investments Pty
Ltd (the largest Shareholder in
Southcorp Limited), Hamilton Island

Limited and Balmoral Air Pty Ltd.
Skills, experience and expertise:
Mr Qatley was the pioneer and
original driving force behind the New
Guinea premium coffee and cocoa
industry, developing markets
worldwide. In 1969, he commenced
the Rosemount Estate plantings
and winery and developed the
brand and properties to a point
where they became recognised as
being the foremost Australian wine

in the world. Rosemount Estate,
under his direction, has been
awarded significant accolades
around the world.

Southcorp Board Committee
Membership: Member of the
Audit Committee, Remuneration
Committee and Nomination
Committee

John C Ballard, MBA, FAICD
Age: 58

Term of Office: Appointed
Managing Director and Chief
Executive Officer of the Company
in April 2003 (172 years)
Independent: No

External Directorships: Member
of the Board of Trustees of the
Sydney Opera House Trust.

Skills, experience and expertise:
Mr Ballard has extensive experience

in the Fast Moving Consumer
Goods (FMCG) environment

and is a former Chairman of
Wattyl Limited, a former Director
of Rinker Group Limited,

Email Limited and Woolworths
Limited; a former Managing
Director, Asia Pacific, for

United Biscuits Ltd and a former
Managing Director, Snack Foods,
of Amatil Ltd (now Coca-Cola
Amatil Ltd).

Southcorp Board Status:
Executive Director

Stephen Gerlach, LLB

Age: 59

Term of Office: Director since
August 1994 (10 years)
Independent: Yes

External Directorships: Chairman
of Santos Limited, Futuris
Corporation Limited (Group) and
Challenger Beston Limited; Director
of Elders Rural Bank Ltd. He is a
member of the Board of Trustees of
the Australian Cancer Research

Foundation and Chairman of
Foodbank SA.

Skills, experience and expertise:
Mr Gerlach was a partner of

the Adelaide legal firm Finlaysons
for 23 years and was Managing
Partner from 1985 to 1991. He has
broad commercial experience
across a wide range of industries
including the wine industry, natural
resources, manufacturing,
agriculture and financial services.

As well as his business activities,
he has also been actively involved
in a number of community,
charitable and professional
associations.

Southcorp Board Committee
Membership: Chairman of the
Risk & Compliance Committee and
a member of the Audit Committee



DIRECTORS

Helen A Lynch, AM

Age: 61

Term of Office: Director since July
1996 (8 years)

Independent: Yes

External Directorships: Deputy
Chairman of Pacific Brands
Holdings Limited; Director of
Westpac Banking Corporation
Limited; and a member of the
External Advisory Boards of
The Caliburn Partnership and of

Mallesons Stephen Jaques,
Lawyers.

Skills, experience and expertise:
Ms Lynch has an extensive banking
background, having spent 36 years
with Westpac. She was a member
of the bank’s Executive Committee
prior to her retirement.

Southcorp Board Committee
Membership: Chairman of the
Remuneration Committee and a
member of the Risk & Compliance

Committee, Nomination Committee
and Audit Committee (Chairman

of the Audit Committee until

5 July 2004)

John W Murphy, CA, FCPA

B Comm, M Comm

Age: 51

Term of Office: Director since
October 2003 (1 year)
Independent: Yes

External Directorships: Managing
Director of Investec Wentworth
Private Equity Pty Limited and a
Director of AAV Limited, SMS
Management and Technology
Limited, Invocare Limited and The

First Wine Fund Limited.

Skills, experience and expertise:
Mr Murphy is a Chartered Accountant
with over 30 years experience in
the fields of accounting and
financial management. He spent
26 years with an international
accounting firm (including 14 years
as a global partner). He has
extensive experience in corporate
advisory, merger and acquisition
and corporate reconstruction.

Since 1998, he has been engaged
in private equity investment and is
currently the Managing Director of
Investec Wentworth Private Equity
Pty Limited, the private equity
funds manager of Investec Bank
(Australia) Limited.

Southcorp Board Committee
Membership: Chairman of the
Audit Committee and a member of
the Risk & Compliance Committee
and Nomination Committee

AG (Sandy) Oatley

Age: 51

Term of Office: Director

since February 2001 (32 years)
Independent: No

External Directorships: Director,
Balmoral Pastoral Pty Ltd (Group),
including Reline Investments Pty
Ltd (the largest Shareholder in
Southcorp Limited), Hamilton Island
Limited, Balmoral Air Pty Ltd,
Woodbrook Vineyard Pty Ltd

and Wattlebrook Vineyard Pty Ltd.
Skills, experience and expertise:
Mr Oatley has extensive experience
in the Australian wine industry,
having been particularly involved in
every stage of the development of
the Rosemount Estate business.
He was Rosemount Estate’s
Chairman from 1998 until the
company was acquired by
Southcorp and merged with its
wine business in February 2001.

Southcorp Board Committee
Membership: Member of the
Audit Committee and Risk &
Compliance Committee

Ernest JJ Pope

Age: 57

Term of Office: Director since
October 2003 (1 year)
Independent: Yes

External Directorships: President
and Chief Executive Officer (Asia
Oceania & Africa) of Nestlé Purina
PetCare and a Director of Nestlé
Australia Limited (Group).

Skills, experience and expertise:
Mr Pope has extensive experience

with Fast Moving Consumer Goods
(FMCG) businesses, including

2 years as Managing Director of
Carnation Australia and 19 years in
various senior roles in Australia,
New Zealand and Switzerland with
the Nestlé Group. This period
included 6 years as Managing
Director of Nestlé Australia.

He is a past Director of Grocery
Manufacturers of Australia and a
founder and past Director of the

Australian Food and Grocery
Council.

Southcorp Board Committee
Membership: Member of the
Remuneration Committee and the
Risk & Compliance Committee

FORMER DIRECTORS

Donald R Argus, AO, FAIBF, FCPA
Age: 66

Term of Office: Director from May
1999 to August 2003

Independent: Yes

Southcorp Board Committee
Membership: Former member of
the Audit Committee and Risk &
Compliance Committee

Thomas P Burnet, AB (Ec)
(Princeton), MBA (Uni. of Chicago)

Age: 50
Term of Office: Director from
March 2003 to July 2004

Independent: No
Southcorp Board Status:
Executive Director

Richard FE Warburton

Age: 63

Term of Office: Director from June
1993 to October 2003
Independent: Yes

Southcorp Board Committee
Membership: Former member of
the Remuneration Committee and
Risk & Compliance Committee
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EXECUTIVE TEAM

John Ballard, Managing Director and Chief Executive Officer

For biography refer to page 10.

Steve McClintock, Chief Financial Officer

Steve McClintock was appointed Chief Financial Officer in July 2003. He was previously a partner in
PricewaterhouseCoopers for 16 years specialising in audit, corporate finance and valuation services.
He is a Fellow of the Institute of Chartered Accountants and a member of the Australian Accounting
Standards Board. Mr McClintock oversees the accounting, finance and risk management functions of
the Company. In addition the Veraison project office reports to him. Age 49.

Martin Hudson, LLB, B Juris, Chief General Counsel and Company Secretary

Martin Hudson became Chief General Counsel and Company Secretary in 2001. Mr Hudson was a
partner at Freehill Hollingdale & Page for 26 years (including 8 years as Managing Partner/Chairman
of the Melbourne Office). He has extensive international legal and organisational experience.

Mr Hudson oversees the Legal and Secretarial functions of the Company. In addition the Human
Resources, Corporate Affairs and Investor Relations, and Industry and Government Relations
functions report to the CEO through him. Age 59.

Adam Burck, Executive General Manager, Chief Marketing Officer

Adam Burck was appointed in September 2003 and oversees the management of Southcorp’s wine
brands around the world. He has considerable expertise developing marketing organisations and
building brands, gained over a 20-year international career in consumer products management with the
Quaker Oats Company, United Biscuits Plc and as Vice-President, International Marketing with the
California-based E. & J. Gallo Winery. Mr Burck received his MBA in Marketing and Corporate Strategy
from Northwestern University in lllinois. Age 41.

Michael Christophersen, Executive General Manager, Operations

Michael Christophersen assumed his present role in May 2003. He has overall responsibility for
Southcorp’s packaging facilities, distribution and logistics, including demand planning and supply chain
management. Mr Christophersen holds a Bachelor of Science from Melbourne University and has had a
20-year career in the beverage industry, including 5 years with Southcorp in various operations roles.
Age 45.

Bill Clark, Executive General Manager, Corporate Affairs and Investor Relations

Bill Clark was appointed in August 2003. His career has included terms as Chief of Staff to government
ministers at both the NSW State and Federal levels. Mr Clark’s private sector experience includes

4 years as General Manager, Corporate Affairs with Coca-Cola Amatil Ltd and 3 years as Corporate
Affairs Director for The Smiths Snackfood Company. Mr Clark is responsible for the Corporate Affairs
and Investor Relations functions of the Company. Age 57.

12
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Michael East, Managing Director, Australasia

Michael East assumed his present role in June 2003, 16 months after joining Southcorp as National
Accounts Director. He is responsible for the Company’s commercial operations and profit contribution in
Australia, New Zealand and Asia. Mr East has extensive experience in customer relationship management,
wine retailing and distribution, having served as Sales Director and as Regional Export Manager

(UK and Europe) during his 16-year tenure at Orlando Wyndham. Age 45.

Chris Hancock, Executive General Manager, Industry and Government Relations

Chris Hancock oversees the Company’s links with industry bodies and government. His 40-year
Australian wine industry career includes 15 years as Managing Director, Rosemount Estate. He is
currently Deputy Chairman of the Australian Wine and Brandy Corporation, and a member of the
Executive Council of the Winemakers’ Federation of Australia. Mr Hancock is an Honorary Master
of Wine. Age 62.

Stuart McNab, Executive General Manager, Viticulture and Grape Resources

Stuart McNab assumed his present role in May 2003. He oversees Southcorp’s vineyards and grower
relationships. Dr McNab has held both regional and national roles with Southcorp since joining in 1994.
He holds a University of Melbourne degree in Agricultural Science and gained his PhD in integrated pest
management while working as a research scientist with the Victorian Department of Agriculture’s Tatura
Research Institute. Age 40.

Peter Taylor, Executive General Manager, Winemaking

Peter Taylor assumed his present role in May 2003 followed 23 years with Southcorp in brand and
group winemaking roles, including 6 years as Penfolds Senior Red Winemaker. As Executive General
Manager, Winemaking, Mr Taylor has overall responsibility for the quality and direction of Southcorp’s
winemaking. He holds a degree in Applied Science and a Diploma in Oenology from Roseworthy
Agricultural College. Age 53.

Scott Weiss, President, Southcorp Wines, The Americas

Scott Weiss was appointed President, Southcorp Wines, The Americas, in August 2004. Mr Weiss joined
the Company from the US-based Clorox Company, where he was President of two business units:

The Brita Products Company and The Clorox Canada Company. He has extensive international experience
spearheading strategic brand development within the FMCG segment, specialising in strategic
leadership in building brand share. Mr Weiss’s career includes 3 years in Australia as Managing Director
of Bristol Myers Co Pty Ltd. Age 47.

Jeffrey Wilkinson, President, Southcorp Wines Europe

Jeffrey Wilkinson was appointed to his present role in December 2003. He is responsible for the
Company’s sales, marketing and winemaking operations in the UK and European markets. Mr Wilkinson
has 23 years experience in the Australian wine industry, including 4 years as Operations Director for
Rosemount Estate. Mr Wilkinson possesses expertise in general management, winemaking and
customer service, together with a detailed knowledge of Southcorp’s brands, customers and operations.
He holds a Degree in Wine Science and an MBA. Age 42.
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FORMER EXECUTIVE

Dale Calhoun, Former Executive General Manager, Human Resources
Between March 2002 and July 2004, Dale Calhoun was responsible for developing the activities
associated with the Human Resources function. She resigned on 16 July 2004.
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CORPORATE GOVERNANCE STATEMENT

Corporate Governance

Corporate Governance is the system or process by which a company
is directed and controlled. Directors, as the Shareholders’
representatives, have responsibility for the governance of a company.
Corporate Governance is concerned with the way in which the
Directors ensure an organisation’s systems and processes are
properly controlled and functioning effectively and that management is
complying with the policies and directives of the Board of Directors.

Good Corporate Governance structures encourage companies to
create value for Shareholders through sensible risk taking, but
provide accountability and control systems commensurate with the
risks involved.

Compliance with ASX Best Practice Recommendations
Listed companies are required to include in the Corporate Governance
section of their Annual Reports the extent to which they have complied
with the ‘Principles of Good Corporate Governance and Best Practice
Recommendations’ published by the Corporate Governance Council
of the Australian Stock Exchange Limited (ASX Best Practice
Recommendations). A table summarising the Company’s compliance
with these recommendations is set out on pages 21 and 22.

Shareholders

Role of Shareholders

The Board has primary responsibility to the Shareholders as the
owners of the Company. Shareholders also play a key role in the
governance of the Company by electing Directors at the Annual
General Meeting. All Directors, apart from the Managing Director
and any Director over the age of 72 years, are subject to
re-election by rotation no later than every 3 years. At the
forthcoming Annual General Meeting of the Company, it will

be proposed that the Constitution be amended to require all
Directors over the age of 69 years to be subject to annual
retirement and/or re-election.

Disclosure/Communications

The Company is subject to continuous disclosure obligations under
the listing rules of the Australian Stock Exchange (ASX) which
require it, subject to certain limited exceptions, to immediately
notify the market through the ASX of any information which a
reasonable person would expect to have a material effect on, or
lead to a substantial movement in, the price or value of its shares.

In order to properly carry out its responsibility to govern on behalf
of the Shareholders, the Board recognises the importance of
Shareholders receiving relevant information in a timely manner.
The Company’s strategy for communicating with Shareholders is
summarised in the Corporate Governance section of the corporate
website at: www.southcorp.com.au.

Shareholders and the market receive information from the
Company through distribution of the Annual Report, the Half-Yearly
Report, the Chairman’s address to the Annual General Meeting,
web-casting of the Annual General Meeting and through the release
of price-sensitive announcements (and other relevant significant
announcements) to the ASX and the media. Copies of all public
releases are posted on the Company’s website together with the
Company’s Annual Report, transcripts of investor presentations and
presentations to brokers and analysts. Furthermore, the External

Auditor attends the Annual General Meeting and is available to
answer Shareholder questions about the conduct of the audit and
the preparation and content of the Audit Report.

The Board has appointed the Company Secretary as the person
responsible for communications with the ASX. Under the Company’s
Continuous Disclosure Policy, once a Director, Executive Officer or
Senior Executive becomes aware of information concerning the
Company that would be likely to have a material effect on the price or
value of the Company’s securities, they must immediately inform the
Company Secretary, who must ensure that the information is released
to the ASX. The Company Secretary must ensure that such information
is not released to any other person until the Company has given the
information to the ASX and has received an acknowledgement that
the ASX has released the information to the market.

A summary of the Company’s Continuous Disclosure Policy
is available in the Corporate Governance section of the
corporate website.

The Board of Directors

Role of the Board

The Board is responsible for the overall Corporate Governance of
the Company and, to that end, has adopted a Charter which sets
out the following key objectives for the Board:

e To provide strategic guidance for the Company and effective
oversight of Management.

e To optimise Company performance and Shareholder value within
a framework of appropriate risk assessment and management.

e To recognise the Company'’s legal and other obligations to all
legitimate stakeholders.

The Board Charter specifies the Board’s responsibilities towards the
achievement of these objectives as being:

e Qversight of the Company, including its control and
accountability systems.

e Input into and adoption of a strategic plan for the Company,
and monitoring performance against that plan.

e Ensuring that systems are in place to facilitate the effective
management of the principal risks of the Company.

e Ensuring the Company has adequate reporting systems and
internal controls (both financial and operational), codes of
conduct and legal compliance systems, and monitoring them.

e Appointing, removing and reviewing the performance of the
Chief Executive Officer.

e Ratifying the appointment and removal of the Chief Financial
Officer and the Company Secretary.

e Ensuring that the Company’s accounts comply with relevant
accounting standards and present a true and fair view.

A copy of the Board Charter may be found in the Corporate
Governance section of the corporate website.

Relationship with Management

The management of the business of the Company is conducted by
or under the supervision of the Chief Executive Officer. The Chief
Executive Officer is accountable to the Board for all authority
delegated to Executive Management.

The roles of the Chairman and the Chief Executive Officer
are separate.
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Membership and Expertise of the Board

The Board comprises nine Directors (the maximum number
permitted by the Constitution) and during 2004 was made up of
seven Non-Executive Directors and two Executive Directors.
Collectively, the Board has a broad range of commercial, business,
industry, operational, financial and international experience to meet
its objectives.

Particulars of the Directors’ qualifications, experience and any
special responsibilities are detailed on pages 10 and 11.

Director Independence

The Board Charter requires that a majority of Directors of the
Company must be independent, and the Chairman must always
be independent.

In determining whether a Director is to be considered independent,
the Board has regard to whether the Director is a substantial
Shareholder in the Company or, within the last 3 years, has been an
employee of the Company, a material adviser to the Company or a
principal or employee of any material adviser to the Company, or is
otherwise associated with any of the foregoing. An independent
Director must also be free from any interest and any business or
other relationship that could, or could reasonably be perceived to,
materially interfere with the Director’s ability to act in the best
interests of the Company.

The test of whether an interest, relationship or business is
‘material’ is based on the nature, circumstances and activities of
the particular Director. Materiality is considered from the
perspective of the Company, the persons and organisations with
which the Director has an affiliation, and from the perspective of
the Director.

Applying these criteria, the Board considers that none of

Mr RI Oatley, Mr AG Oatley (who are both Directors of Reline
Investments Pty Ltd, a major Shareholder of the Company) nor

Mr JC Ballard (the Chief Executive Officer) are independent.

With the exception of Mr TP Burnet, who resigned on 23 July 2004
and who was also an Executive Director, the other Directors,
including the Chairman, are considered independent.

Succession Planning

The Board plans succession of its own members in conjunction
with the Board Nomination Committee, taking into account the
skills, experience and expertise required and currently represented,
and the Company’s future direction. An orientation program is
provided for new members of the Board.

All the Non-Executive Directors of the Company, except

Mr RI Oatley, have agreed to retire from the Board by no later
than the Company’s Annual General Meeting following their
69th birthday. The Board continues to believe that Mr Rl Oatley
(who is 76 years of age) is a valuable member of the Board and
an appropriate exception to the Board’s Retirement Policy.
Because of his age, Mr Oatley offers himself for re-election to
the Board at each Annual General Meeting of the Company.

Board Meetings
The Board meets formally at least eleven times per year. In addition
it meets whenever necessary to deal with specific matters needing
attention between the scheduled meetings. During 2004 the Board
met fifteen times.

Materials for Board and Board Committee meetings are
circulated to Directors in advance. The Chairman and the

Chief Executive Officer, with advice from the Company Secretary,
establish meeting agendas to ensure adequate coverage of
financial, strategic and other major areas of business focus
during the year.

Presentations to the Board are frequently made by members of
senior management and telecommunication facilities are used, from
time to time, to facilitate participation by all Directors.

Board meetings have been held in various locations during the
financial year, including Artarmon (where the Company’s head
office is located), the Magill Estate and Seppeltsfield Winery in
South Australia and the Great Western Winery in Victoria.

In conjunction with these meetings, the Board has also visited
related vineyards and met with key suppliers and local
management. The Board has a program to meet at other sites
and regions where the Company does business throughout the
year ahead.

Meetings attended by Directors for the past financial year are
detailed in the Directors’ Report on page 23.

Meetings without Management

During 2004 the Non-Executive Directors initiated the practice of
meeting with the Chief Executive Officer without executive
management at the commencement of each meeting. On five
occasions during the year, the Non-Executive Directors met
without the presence of management.

Access to Information and Independent Advice

All Directors have unrestricted access to Company records and
information, and (subject to the prior knowledge of the Chairman
and the Chief Executive Officer) to any employee or external party,
including the Internal and External Auditors, to enable them to carry
out their duties.

Subject to the approval of the Chairman, and at the expense of the
Company, individual Directors may obtain independent professional
advice to assist them in carrying out their responsibilities.

The Board is assisted by the Company Secretary, who advises on
the management of meetings, the implementation of governance
procedures and compliance with regulatory requirements.

Board Committees

The Board has established four committees to assist it in the
execution of its responsibilities — the Audit Committee, the Risk &
Compliance Committee, the Remuneration Committee and the
Nomination Committee.

Committee Charters

Each committee is governed by the Company’s Constitution and by
a special-purpose Charter approved by the Board. The Charters set
out the respective roles and responsibilities of each particular
Committee. Copies of the Charters are available in the Corporate
Governance section of the corporate website.

Committee Procedures

The Audit, Remuneration and Risk & Compliance Committees

meet on four scheduled occasions during the year, and at any other
times as necessary. The Nomination Committee meets at least
twice per year.
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Each committee is entitled to the resources and information it
requires, including direct access to employees and advisors.

In particular, advice is regularly sought from the Chief Executive
Officer, the Chief Financial Officer and, in the case of the
Remuneration Committee, the Executive General Manager —
Human Resources. Advice is also sought on occasions from
external advisors, sometimes independently of management.

The Chief Executive Officer has a standing invitation to all
committee meetings; the Chief Financial Officer has a standing
invitation to the Audit and Risk & Compliance Committee meetings;
the Executive General Manager — Human Resources has a standing
invitation to the Remuneration Committee meetings; and the
External and Internal Auditors have standing invitations to the
meetings of the Audit Committee.

Each committee is made up entirely of Non-Executive Directors,
a majority of whom are independent. In addition the Committee
Charters require that:

e The Chairman of the Board must not chair the Audit Committee.

e At least one member of the Audit Committee must have
financial expertise, and all members must be financially literate.
e In order to reflect the linkage of risk responsibilities between
the Audit Committee and the Risk & Compliance Committee, the
Chairman of each committee must be a member of the other.

As soon as possible following each committee meeting,

the Board is given a verbal report by each committee Chairman.
All committee minutes are tabled for noting by the Board at
subsequent Board meetings.

The table on page 23 of the Directors’ Report also sets out the
committee meeting attendance for 2004.

Audit Committee

The objective of the Audit Committee is to assist the Board to
independently verify and safeguard the integrity of the Company’s
financial reporting. The committee’s primary responsibilities are to:

e Assess whether the Company’s external reporting is legally
compliant, consistent with Committee members’ information
and knowledge, and suitable for Shareholder needs.

e Assess the management processes supporting external reporting.

e Liaise with the External Auditors and ensure the annual
statutory audit and half-year review are conducted in an
effective manner.

e Make recommendations for the appointment and removal of
External and Internal Auditors.

e On an annual basis, assess the performance and independence
of each of the External Auditors and the Internal Auditors.

e Monitor the coordination of the internal and external audits in
so far as they relate to the responsibilities of the committee.

Committee Membership

During 2004 the committee comprised Ms HA Lynch (Chairman),
Mr RI Oatley, Mr AG Oatley, Mr JW Murphy (the financial expert)
and Mr S Gerlach (the Chairman of the Risk & Compliance
Committee), all of whom are Non-Executive Directors with the
appropriate financial expertise and understanding of the
Company’s business. A majority of the committee is also
independent. With effect from 5 July 2004, Mr JW Murphy
assumed the position of Chairman of the Audit Committee.

External Audit/Internal Audit

KPMG are the Company’s External Auditors, whilst Ernst & Young
are the Company’s Internal Auditors. The external audit function is
reviewed by the Audit Committee every 5 years and the external
audit engagement partner is required to rotate every 5 years

(or earlier if the Audit Committee considers it desirable to maintain
the External Auditor’s independence). The internal audit function is
reviewed every 3 years.

The External Auditors and the Internal Auditors attend and report to
each scheduled Audit Committee meeting. At the conclusion of
each meeting the committee meets with the External Auditors and
the Internal Auditors in the absence of Management.

Risk & Compliance Committee

The Risk & Compliance Committee has been established to assist
the Board to ensure that the Company’s systems and processes are
properly controlled and functioning effectively, to actively promote
ethical and responsible decision making, and to ensure the
establishment of a sound system of risk oversight and management
and internal control.

Committee Membership

The committee comprises Mr S Gerlach (Chairman), Mr AG Oatley,
Mr EJJ Pope, Mr JW Murphy and Ms HA Lynch (as Chairman of the
Audit Committee), all of whom are Non-Executive Directors and a
majority of whom are independent.

Nomination Committee

The Nomination Committee’s objective is to assist the Board to
ensure it is of an effective composition, size and commitment
to adequately discharge its responsibilities. In particular, the
committee considers candidates for membership of the Board.

Committee Membership

The committee is chaired by Mr TB Finn and comprises Mr Rl Oatley,
Ms HA Lynch and Mr JW Murphy. All committee members are
Non-Executive Directors and a majority are independent.

Remuneration Committee

The objectives of the Remuneration Committee are to assist the
Board to ensure the Company adopts and complies with
remuneration policies that attract, retain and motivate high-calibre
Executives and Directors to pursue the long-term growth and
success of the Company and that demonstrate a clear relationship
between executive performance and remuneration.

Committee Membership

During 2004 the committee comprised Mr TB Finn (Chairman),

Ms HA Lynch, Mr Rl Oatley and Mr EJJ Pope, all of whom are
Non-Executive Directors and a majority of whom are independent.
With effect from 17 August 2004, Ms HA Lynch assumed the Chair
of the Remuneration Committee.

Directors’ Performance Evaluation

The Board conducts an annual review of its performance, and
the performance and effectiveness of its committees. The Board
Charter stipulates that every second year, assisted by external
consultants, a comprehensive review is conducted of the
effectiveness of the Board and each of its committees (including



CORPORATE GOVERNANCE STATEMENT

the performance of individual Directors and the terms of the Board,
and each Committee Charter). This review includes surveys

of Directors, Senior Executives and relevant external persons
(such as the External Auditors).

During 2004 Directors were surveyed with respect to the
performance of individual Directors and the effectiveness of the
Board. The Senior Executive team was surveyed with respect to the
effectiveness of the Board. The results of these surveys were
collated and then shared with the Board as a whole. The Chairman
also spoke with each Director in turn concerning outcomes from the
surveys that applied to them individually.

In addition, before a Director is recommended for re-election,

the Board Charter requires that the Chairman consult with the other
Directors regarding the particular Director’s effectiveness. Based on
the outcome of these consultations, the Board then determines
whether or not to recommend the Director for re-election.

Executives’ Performance Evaluation

Southcorp has a formal performance evaluation process for its
Executives. Key business objectives are set for each Executive at
the beginning of the financial year, and individual performance is
measured during the year and again at the end of the financial year.
In order to ensure that business results are delivered in a way
consistent with Southcorp’s values and culture, performance is
judged against two measures - ‘what’ has been achieved by the
individual and ‘how’ they have done so.

All members of the Executive team are currently participating in

a ‘360 degree review process’. For each individual Executive,
evaluations on their effectiveness are carried out by their peers,
their direct reports and the Managing Director and Chief Executive
Officer, John Ballard. All feedback from this process will be
presented to Mr Ballard as well as to the individual Executive team
member. Appropriate action plans will then be developed.

Remuneration

Directors’ Remuneration

Directors’ remuneration is set at levels that reflect the responsibilities
and duties of office.

The maximum fees payable by the Company to Directors in total is
$1,100,000 per annum. The amount may not be increased without
Shareholder approval. During 2004 the aggregate of the fees paid
to Directors amounted to $867,895.

The current fees paid to Directors are determined as follows:

e Chairman - $250,000 per annum

e Deputy Chairman — $125,000 per annum

¢ Non-Executive Directors — $80,000 per annum

e Chairman of Audit Committee — $20,000 per annum
e Member of Audit Committee — $10,000 per annum
e Other committees — $8,000 per annum

The Chairman and Deputy Chairman do not draw committee fees
and no Director or committee fees are paid to Executive Directors.

During 2004 the Board determined that as from 14 October
2003, retirement benefits for Non-Executive Directors would
cease to accrue. Directors’ fees were not increased to
compensate for this decision. Entitlements of the Non-Executive
Directors in office at 14 October 2003 and entitled to the benefits

(Mr TB Finn, Ms HA Lynch, Mr AG Oatley and Mr S Gerlach) have
been quarantined for payment upon their respective retirement from
the Board. From that date, Directors are only entitled to
superannuation entitlements based on contributions made by the
Company on their behalf at the statutory rate.

Executive Remuneration

Remuneration Strategy — Overview
Executive remuneration and other terms of employment are
reviewed by the Remuneration Committee annually.

The Company’s remuneration strategy aims to align the interests of
Shareholders and Executives by linking the level of remuneration to
the performance of the individual Executive and the performance of
the Company overall.

The strategy seeks to ensure:

e Executives are focused on activities that drive the
Company’s business performance, which in turn creates
value for Shareholders.

e A structure of remuneration is provided to compete effectively
in the market on a global basis, and which attracts, retains and
motivates Executives who are the best in the industry.

e An appropriate mix of remuneration between fixed and variable
award is provided which reflects market conditions at each job
and seniority level.

e Executive remuneration is appropriately aligned to the
achievement of both Company and individual performance.

Remuneration Strategy Review

During 2004 the Remuneration Committee reviewed the Company’s
overall remuneration strategy with its external global advisor,
Mercer Human Resources.

The review involved an analysis of the Company’s current
remuneration levels and programs, and assessed all key areas of
remuneration, including both fixed and variable components.

Following the review, the Company implemented a revised
remuneration framework in accordance with the aims of the
Company’s remuneration strategy. The remuneration framework
has three components:

e  Fixed remuneration
e  Short-term incentive
e Long-term incentive

Fixed Remuneration

Fixed remuneration is the base pay reward that an Executive
receives and usually consists of salary, superannuation or pension.
It may also include motor vehicle and other benefits (e.g. wine
allowance, medical insurance).

An Executive’s fixed remuneration is determined with reference
to the scope and nature of the role and the individual’s
performance and experience. Data for comparable roles is
used to ensure that fixed remuneration reflects market
practice and regional conditions.

Short-term Incentive

The short-term incentive requires Executives to achieve specific
financial and individual targets and objectives. These targets and
objectives are set at group, divisional and regional levels as
appropriate. The mix of individual and financial objectives applying
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to an individual will vary depending on the region and function.
Targets are set by the Remuneration Committee and reflect strategic
business plans and operating targets. The targets are set using data
for comparable roles, to ensure that the levels of expected incentive
and performance reflect market practice and regional conditions.

The primary measure of the financial performance is earnings
before interest, tax and amortisation (EBITA). There are three
performance levels:

e Threshold — the minimum level of performance required to be
achieved before any incentive can be paid.

e Target — where the performance requirements have been met.

e Stretch — where performance requirements are exceeded.

No participating Executive is eligible to receive any short-term
incentive payment if threshold target performance is not achieved.

For 2004 Executives were required to achieve a minimum of 95%
or 100% (depending on their level of seniority) of their relevant
target to receive a short-term incentive payment. The actual
amount of the short-term incentive paid to the Executive is the
percentage of target achieved multiplied by a proportion of the
Executive’s fixed remuneration.

In general terms, Executives participating in the short-term incentive
have an opportunity to earn an incentive payment of between

10% and 50% of fixed remuneration. Senior Executives have the
ability to earn an additional incentive if stretch performance levels
are achieved (depending on the level of seniority).

Long-term Incentives

Current Long-term Incentives

The Company’s Executive Share and Option Plan was approved by
Shareholders at the 1995 Annual General Meeting. Since then a
number of issues have been made in accordance with the rules of
that plan.

To date issues under the plan have had share price thresholds
and other financial hurdles that must be achieved before the
award vests. The thresholds vary depending upon the date of
issue and the share price at that time.

New Long-term Incentives

As a consequence of the remuneration strategy review referred
to above, the Company intends to revise the long-term
incentive strategy.

The key features of the revised long-term incentive strategy will
be as follows:

e A design that aligns growth in Total Shareholder Returns
(as measured by the Company’s Total Shareholder Return,
known as TSR) with Executive reward.

e Participating Executives will include those Executives
reporting to the Chief Executive Officer, second-level
reporting Executives and other Executives specifically
approved by the Board.

e For those Executives reporting to the Chief Executive Officer,
a mix of performance options (50%) and performance shares
(50%) will be issued. Only performance shares will be issued
to all other participating Executives.

e The fixed remuneration component of Executive reward will be
the basis on which the notional value of the long-term incentive
opportunity will be calculated.

e Shares will only be issued if performance hurdles have been
achieved at the date for vesting.

e Long-term incentive grants will be awarded on an annual
basis with a vesting period for shares of 3 years, providing
performance hurdles are met.

e The performance hurdles will be based on the Company’s
TSR compared to the TSR of the companies that comprise
the ASX 100.

e The proportion of the long-term incentive award that will
actually vest is dependent upon where the Company’s TSR
ranks against the ASX 100 TSRs as set out below:

e Below threshold - no portion of the award will vest if the
Company’s TSR is below median.

e Threshold - half the award will vest if the Company’s TSR is at
median of ASX 100 TSRs. This level represents the minimum
level of performance required for the vesting of awards.

e Between threshold and maximum - an additional 2% of
the award vests for each 1% of improvement in the
TSR percentile rank in the ASX 100.

e Maximum - 100% of the award will vest if 75th percentile
TSR performance is achieved, signifying the achievement of
a superior level of performance.

The proportion of award that can be vested is illustrated below.
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Superannuation, Retirement and Deferred Compensation Plans
Southcorp provides superannuation, retirement and pension
benefits to employees in all regions.

Superannuation is provided to Executives as a component of
their fixed remuneration. The amounts paid are in accordance
with the Superannuation Guarantee legislation in Australia.
Executives are provided with accumulation-style benefits

and upon retirement will receive a lump sum amount made up
of their own contribution, the Company’s contributions and
investment earnings.

Executives in the United States are eligible to participate in the
401(K) plan, which may include contributions made by both the
Company and the Executive. They also have an opportunity to
participate in the deferred compensation plan known as the
‘Southcorp Non-Qualified Deferred Plan’. This plan allows
Executives to defer a proportion of their salary or earned
incentive into the plan.

A deferred compensation plan in Australia exists for eligible
Executives to pre-elect to receive a proportion of any short-term
incentive earned in deferred shares for a period of between

12 months and 10 years. The deferred compensation plan was



CORPORATE GOVERNANCE STATEMENT

approved by the Board in 2002, however no invitations have been
made to Executives to allow participation to date. This is being
reviewed as part of the remuneration strategy review.

Employee Share Plan

In December 1995 the Company established the Southcorp
Employee Share Plan under which all Australian-based employees
with more than 6 months service were eligible to participate

in offers made by the Company to acquire shares or options.

A separate plan for international employees was established in
1997. The last issue to employees was made in 1999. No future
invitations will be made under this plan.

New Employee Share Plan

As a consequence of the remuneration strategy review referred to
on pages 17 and 18, the Company intends to implement a new
share purchase plan.

Under this plan, offers will be made to employees to forego salary
to purchase shares annually in value of up to $1,000. The shares
will be purchased on market and will be subject to a 3-year
holding period. For Australian employees, participating up to the
$1,000 level will be on a tax-free basis in accordance with current
Australian tax legislation.

2004 Remuneration

The amount of remuneration paid in 2004 to the five highest-paid
Non-Director Executives and to the Directors is set out in the
Directors’ Report on pages 25 and 26. Additional information
concerning Specified Directors and Executives is also included in
Note 38 to the financial statements.

Risk Management

The Company has in place a structured and consistent approach
to the management of risk, aligning strategy, processes, people,
technology and knowledge for the purpose of evaluating and
managing the risks faced by the Company as it creates
Shareholder value.

Risk is managed and assessed within a framework under which
each operational group and each of the corporate functions are
responsible for putting in place their own risk management plans,
based on their operational and strategic needs.

The Board’s Risk & Compliance Committee oversees this
framework with respect to non-financial risk, and the Audit
Committee oversees the framework with respect to financial risk.
The Charter of the Risk & Compliance Committee mandates that
the Chairman of the Audit Committee be a member of the Risk &
Compliance Committee. A similar provision within the Charter of the
Audit Committee mandates that the Chairman of the Risk &
Compliance Committee be a member of the Audit Committee.

In performing their respective oversight functions:

e The Risk & Compliance Committee has access to such external
advisors (including the Internal Auditors), as it deems
appropriate to assist it in performing that function.

e The Audit Committee has prime oversight responsibility for
the external audit function, the associated external audit plan
and, to the extent the internal audit deals with financial
compliance, the internal audit function and the associated
internal audit plan.

Share Dealing

Details of shares held in the Company by Directors as at 19 August
2004 are set out on page 26. Details of movements in shares held
in 2004 are included in Note 38 to the financial statements.

The Board has in place a Share Trading Policy to provide guidance
to Directors and employees if they are contemplating buying or
selling shares or other financial products in the Company. The
policy sets out the prohibitions on the trading of Company shares
while in possession of price-sensitive or ‘inside’ information. Under
the policy, Directors and Senior Executives are required to obtain
the consent of the Chairman prior to the purchase or sale of
Company shares and employees must obtain the prior consent of
the Company Secretary. Unless there are unusual circumstances,
the purchase or sale of shares is restricted to the following

‘trading windows’:

e One-month period after the Company’s half-year
profit announcement.

e One-month period after the Company’s annual
profit announcement.

e The period from the time of lodgement of the Company’s
Annual Report with the ASX until one month after the
Company’s Annual General Meeting.

e The rights trading period when the Company has issued
a prospectus.

A summary of the Company’s Share Trading Policy is available in
the Corporate Governance section of the corporate website.

Conflicts of Interest

The Board has in place procedures for the reporting of any matter
which may give rise to a conflict between the interests of a Director
and those of the Company. These arrangements are designed

to ensure that the independence and integrity of the Board are
maintained. Details of Directors’ interests in contracts are set

out on page 27.

Employees are required twice a year to disclose arrangements
where a potential conflict may arise. A register of the interests so
declared is maintained by the Company Secretary. When a potential
conflict of interest arises, employees must advise the Company
Secretary and their immediate supervisor. A decision is then made
as to whether the reported activities may continue.

Ethical Standards

The Company acknowledges the need for Directors, Executives and
employees to observe the highest ethical standards of corporate
behaviour when undertaking Company business.

The Company has adopted a Code of Conduct and

Good Business Practice Guide, which set out the principles
and standards with which all Directors, Executives and
employees of the Company are expected to comply in the
performance of their respective functions. The Code and Guide
can be viewed on the corporate website.

The Board’s Risk & Compliance Committee is responsible for
monitoring compliance with this Code and Guide.
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The Code and Guide state that it is the policy of the Company:

e To make every effort to understand and to comply with the law and to devise and implement programs to promote that objective.

e To carry on business in a manner which is ethical and which reflects prevailing community views of appropriate behaviour.

e To cooperate and work with governments and their various regulatory bodies to help ensure development of laws which are
appropriate and effective and to ensure compliance with those laws.

e To treat legally imposed requirements not as something to aspire to but as minimum standards to be achieved and,
if possible, surpassed.

e Within the framework of the law and the general objective of operating a financially sound and successful business, to act in a way
that takes account of the legitimate interests of Shareholders, employees and those with whom we do business while also looking
to protect and nurture the social fabric and the physical environment of the world in which we live and work and seek to prosper.

Employees are encouraged to bring to the attention of their managers, their local Human Resources Executive, members of the
Senior Management team or the Company Secretary, any behaviour or activity occurring in the business which they believe to be
inappropriate or inconsistent with the Company’s business philosophies. For those employees who are concerned about directly
raising such matters with their superiors, the Company has established a communication system via the Company’s Intranet page,
through which matters can be confidentially brought to the attention of the Senior Executives of the Company. Any employee who

in good faith reports or makes the Company aware of such matters will be protected from discrimination or retribution in employment
because of their actions. There is also a toll-free number available for employees who wish to remain anonymous.



ASX BEST PRACTICE RECOMMENDATIONS - COMPLIANCE TABLE

RECOMMENDATIONS COMPLIANCE PAGE
1.1 Formalise and disclose the functions reserved to the Board and those delegated to management. v 14
2.1 A majority of the Board should be Independent Directors. 15
2.2 The Chairperson should be an Independent Director. v 15
2.3 The roles of Chairperson and Chief Executive Officer should not be exercised by the
same individual. v 15
2.4  The Board should establish a Nomination Committee. 16
3.1  Establish a code of conduct to guide the Directors, the Chief Executive Officer (or equivalent),
the Chief Financial Officer (or equivalent) and any other key Executives as to: v 19, 20
3.1.1  The practices necessary to maintain confidence in the Company’s integrity.
3.1.2 The responsibility and accountability of individuals for reporting and investigating reports
of unethical practices.
3.2 Disclose the policy concerning trading in company securities by Directors, officers
and employees. v 19
4.1 Require the Chief Executive Officer (or equivalent) and the Chief Financial Officer (or equivalent)
to state in writing to the Board that the Company’s financial reports present a true and fair view,
in all material respects, of the Company’s financial condition and operation results and are in
accordance with relevant accounting standards. -
4.2 The Board should establish an Audit Committee. 16
4.3  Structure the Audit Committee so that it consists of: v 16
e Only Non-Executive Directors
e A majority of Independent Directors
* An Independent Chairperson, who is not Chairperson of the Board
® At least three members
4.4 The Audit Committee should have a formal Charter. v 15
5.1  Establish written policies and procedures designed to ensure compliance with
ASX Listing Rule disclosure requirements and to ensure accountability at a Senior
Management level for that compliance. v 14
6.1 Design and disclose a communications strategy to promote effective communication with
Shareholders and encourage effective participation at general meetings. v 14
6.2 Request the External Auditor to attend the Annual General Meeting and be available
to answer Shareholder questions about the conduct of the audit and the preparation and
content of the Audit Report. v 14
7.1 The Board or appropriate Board Committee should establish policies on risk oversight
and management. v 16, 19
7.2  The Chief Executive Officer (or equivalent) and the Chief Financial Officer (or equivalent) should
state to the Board in writing that:
7.2.1 The statement given in accordance with Best Practice Recommendation 4.1 (the integrity
of financial statements) is founded on a sound system of risk management and internal
compliance and control which implements the policies adopted by the Board. v -
7.2.2 The Company’s risk management and internal compliance and control system is
operating efficiently and effectively in all material respects. V(i) -
8.1 Disclose the process for performance evaluation of the Board, its committees and individual
Directors, and key Executives. v 16, 17
9.1 Provide disclosure in relation to the Company’s remuneration policies to enable investors
to understand (i) the costs and benefits of those policies and (ii) the link between remuneration
paid to Directors and key Executives and corporate performance. v 17

2004

report

southcorp annual

21



2004

report

southcorp annual

22

AS

X BEST PRACTICE RECOMMENDATIONS - COMPLIANCE TABLE

RECOMMENDATIONS COMPLIANCE PAGE
9.2 The Board should establish a Remuneration Committee. v 16
9.3 Clearly distinguish the structure of Non-Executive Directors’ remuneration from that

of Executives. v 17
9.4  Ensure that payment of equity-based Executive remuneration is made in accordance with

thresholds set in plans approved by Shareholders. V(i) 17,18
10.1 Establish and disclose a code of conduct to guide compliance with legal and other obligations

to legitimate stakeholders. v 19, 20
The above disclosure should be read in conjunction with the following:

(U]

(ii)

For this recommendation the Company has complied with the ‘Guide to Compliance with ASX Principle 7: Recognise and Manage

Risk’ prepared by the Group of 100 and endorsed by the ASX Corporate Governance Council.

e In designing and evaluating the Company’s risk management and internal compliance and control systems, it must be

recognised that even well designed, implemented and monitored risk management and internal controls cannot guarantee that
adverse events or losses will not arise and can provide only a reasonable and not absolute level of assurance that the desired

objectives are being achieved.

e Further, as all control systems have inherent limitations and are subject to breakdowns from time to time, no evaluation of the
Company’s risk management and internal control systems can provide absolute assurance that all risks are managed or all

control issues and instances of fraud, if any, within the organisation have been detected.

Equity-based remuneration paid to Senior Executives under the Long-term Incentive Plan is issued pursuant to the Executive Share
and Option Plan approved by Shareholders at the 1995 Annual General Meeting. In accordance with the provisions of the approved
plan, thresholds are set by the Board each time issues are made to Senior Executives. Any equity-based remuneration paid to

Executive Directors (including the Chief Executive Officer) must be approved by Shareholders.




DIRECTORS’ REPORT

The Directors present their report on the financial statements of the Company and the consolidated entity for the year ended 30 June 2004.

Directors

The Directors of the Company at the date of this report are set out below:

T Brian Finn Robert | Oatley Helen A Lynch AG (Sandy) Oatley
Chairman, Deputy Chairman, Non-Executive Director Non-Executive Director
Non-Executive Director Non-Executive Director

John C Ballard Stephen Gerlach John W Murphy Ernest JJ Pope

Managing Director, Non-Executive Director Non-Executive Director Non-Executive Director
Chief Executive Officer Appointed 14 October 2003 Appointed 14 October 2003
In addition:

e Mr Donald R Argus was a Director from 1 July 20083 until his resignation on 27 August 2003;
* Mr Richard FE Warburton was a Director from 1 July 2003 until his retirement on 14 October 2003; and
e Mr Thomas P Burnet was a Director from 1 July 2003 until his resignation on 23 July 2004.

Further, the Company has announced that Ms Margaret A Jackson will join the Board as a Director and be appointed Deputy Chairman
on 23 August 2004.

Particulars of the Directors’ qualifications, experience and special responsibilities (if any) and of their other directorships are set out on
pages 10 and 11. At the date of this report, the Company has four committees (Audit, Nomination, Remuneration and Risk & Compliance).
Directors’ Meetings

The number of meetings of the Company’s Board of Directors and Committees of the Board held during 2004 and the number of meetings
attended by each member of the Board or Committee are set out below.
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BOARD OF NON-EXECUTIVE AUDIT RISK & COMPLIANCE ~ REMUNERATION NOMINATION
DIRECTORS DIRECTORS COMMITTEE (i) COMMITTEE (ii) COMMITTEE (iii) COMMITTEE (iv)
A B A B A B A B A B A B
DR Argus (v) 2 1 - - - - 1 0 - - - -
JC Ballard 15 15 - - - - - - - - - -
TP Burnet (vi) 15 13 - - - - - - - - - -
TB Finn 15 15 5 5 - - - - 5 5 2 2
S Gerlach 15 12 5 4 3 3 3 3 - - - -
HA Lynch 15 14 5 5 3 3 1 1 5 4 2 2
JW Murphy (vii) 11 11 4 4 2 2 2 2 - - 2 2
AG Oatley 15 15 5 5 3 2 3 2 - - - -
RI Oatley 15 13 5 5 3 2 - 5 4 2 2
EJJ Pope (vii) 11 11 4 4 - - 2 2 4 3 - -
RFE Warburton (viii) 4 3 1 1 - - 1 - - - -
(i) Until 31 December 2003, called Audit & Compliance Committee (v) Resigned 27 August 2003
(i) Until 31 December 2003, called Corporate Governance Committee (vi) Resigned 23 July 2004
(iii) Until 31 December 2003, called Remuneration & Nomination Committee (vii) Appointed 14 October 2003
(iv) Committee established on 1 January 2004 (viii) Retired 14 October 2003

Column A indicates the number of meetings held during the period the Director was a member of the Board and/or Committee.
Column B indicates the number of meetings attended during the period the Director was a member of the Board and/or Committee.
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Principal Activities

The principal continuing activities of the consolidated entity during 2004 were viticulture and the production, marketing and selling of wines.

Dividends

An interim ordinary dividend for 2003 of 10.00 cents per share and amounting to $74,451,000, franked to 80%, was paid 1 July 2003.
No other dividends have been paid or declared by the Company during or since the end of the 2004 financial year.

Consolidated Result

The consolidated net profit for the financial year attributable to the members of the Company was:

2004 2003
$°000 $’000
Profit (loss) from ordinary activities before income tax 36,744 (941,212)
Income tax (expense) benefit relating to ordinary activities 9,493 18,321
Net profit (loss) attributable to members of Southcorp Limited 46,237 (922,891)

Review and Results of Operations

Information relating to the Review and Results of Operations is included in the 2004 Financial Summary and the Regional Reviews on
pages 4 to 9.

State of Affairs

In the opinion of the Directors, there was no significant change in the state of affairs of the consolidated entity that occurred during 2004
not otherwise disclosed in this report.

Events Subsequent to Balance Date

There are no matters or circumstances that have arisen since the end of the financial year that have significantly affected, or may
significantly affect, the operations of the consolidated entity, the results of those operations, or the state of affairs of the consolidated entity,
in future financial years.

Future Developments

In the opinion of the Directors, disclosure of any information in addition to that disclosed in the 2004 Financial Summary, the Regional
Reviews, the financial statements or elsewhere in this report would be likely to result in unreasonable prejudice to the Company. The 2004
Financial Summary and the Regional Reviews contain forward looking statements, which may be subject to significant uncertainties outside
of Southcorp’s control. Actual future events may vary materially from these forecasts.

The Environment

The consolidated entity’s operations are subject to environmental regulations under legislation in Australia and overseas in relation to the
production of wine. Southcorp has systems, processes and practices in place which aim not only to ensure legal compliance, but also to
provide environmental sustainability and continuous improvement.

The consolidated entity has a business process for identifying its environmental obligations and reporting environmental compliance to
Management. This process forms part of the overall Southcorp Environmental Management Plan. In 2004 Southcorp has been building on its
existing environmental management system and has developed site-specific environmental management plans. These allow individual
winery and vineyard managers to optimise environmental performance in their specific areas.

In addition, the Board of Directors receives regular reports on environmental issues across the consolidated entity’s operations and monitors
compliance with environmental regulations by the consolidated entity’s wineries and production sites.

The Directors are not aware of any breaches of significant environmental regulations during the period covered by this report that are likely to
result in a material impact on the consolidated entity or the environment.
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Directors’ and Senior Executives’ Remuneration

The Remuneration Committee is responsible for reviewing the Company’s remuneration plans, policies and practices and Senior Executive
remuneration, and making recommendations to the Board. Details of the Remuneration Committee’s composition and objectives are set out
on page 16.

Details of the Company’s Remuneration Policy for Directors and Senior Executives and discussion of the relationship between that policy
and the Company’s performance are set out on pages 17 and 18.

The following table sets out details of the remuneration of each Director of the Company for 2004 and of each of the five officers of the
Company and officers of the consolidated entity receiving the highest remuneration. Note 38 to the financial statements includes additional
disclosures concerning Specified Directors and Executives.

STATUTORY RETIREMENT/

DIRECTORS’ COMMITTEE OTHER SUPERANNUATION ~ TERMINATION

FEES FEES BENEFITS CONTRIBUTIONS  BENEFITS (iv) TOTAL
$ $ $ $ $ $

Non-Executive Directors - Southcorp Limited
TB Finn 250,000 - 6,407 25,625 - 282,032
Rl Oatley 125,000 - 6,407 - - 131,407
DR Argus (i) 12,698 2,857 6,407 2,178 221,324 (v) 245,464
S Gerlach 80,000 18,000 6,407 11,188 - 115,595
HA Lynch 80,000 32,663 6,407 11,490 - 130,560
JW Murphy (ii) 57,391 14,803 4,447 6,498 - 83,139
AG Oatley 80,000 18,000 6,407 10,045 - 114,452
EJJ Pope (ii) 57,391 11,479 4,447 6,198 - 79,515
RFE Warburton (iii) 22,999 4,614 6,407 3,866 356,738 (vi) 394,624

() Resigned 27 August 2003

(i) Appointed 14 October 2003

(iii) Retired 14 October 2003

(iv) Paid under the terms of the Non-Executive Directors’ Retiring Fund, which ceased to accrue benefits from 14 October 2003.

(v) Total Agreement Benefit, of which $185,624 was paid by Southcorp Limited as an Eligible Termination Payment. The balance of
$35,700 was paid by the Southcorp Superannuation Fund (a sub-plan of the Plum Superannuation Fund), the successor fund to
the Non-Executive Directors’ Retiring Fund.

(vi) Total Agreement Benefit paid from the Southcorp Superannuation Fund (a sub-plan of the Plum Superannuation Fund), the successor
fund to the Non-Executive Directors’ Retiring Fund.

STATUTORY
SALARY AND SHORT-TERM LONG-TERM  SUPERANNUATION
BENEFITS INCENTIVES INCENTIVES (i) CONTRIBUTIONS TOTAL
$ $ $ $ $
Executive Directors - Southcorp Limited
JC Ballard 1,417,668 980,000 288,456 11,002 2,697,126
TP Burnet (i) 1,022,728 94,340 126,271 45,518 1,288,857
Executive Officers - Southcorp Limited
(excluding Directors) (i)
SJ McClintock 612,033 325,000 201,825 36,754 1,175,612
MM Hudson 551,748 190,000 86,138 95,000 922,886

() Where applicable, options are valued at grant date, using valuation and allocation methods consistent with AASB 1046 ‘Director and
Executive Disclosures by Disclosing Entities’.

(i) On 23 July 2004, Mr TP Burnet resigned as a Director and President, Southcorp Wines The Americas. The Company has agreed to continue
to pay Mr Burnet’s base salary and certain benefits until the earlier of 30 June 2005 or the date he commences new full-time employment.
In the event that Mr Burnet’s base salary with his new employer is less than 75% of the base paid by Southcorp, the Company has agreed
to make up the difference until 30 June 2005. The maximum amount payable under these arrangements will be USD$650,000.

(iii) There are only three officers employed by Southcorp Limited — Mr JC Ballard (Managing Director and Chief Executive Officer),
Mr SJ McClintock (Chief Financial Officer) and Mr MM Hudson (Chief General Counsel and Company Secretary).
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o BENEFITS INCENTIVES INCENTIVES (i) CONTRIBUTIONS TOTAL
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= Executive Officers Consolidated Equity (ii)

z (excluding Directors)

® SJ McClintock 612,033 325,000 201,825 36,754 1,175,612
JP Wilkinson 705,278 300,000 44153 40,800 1,090,231
CJ Hancock 604,595 176,400 86,138 68,355 935,488
MM Hudson 551,748 190,000 86,138 95,000 922,886
DJ Jeffries (iii) 755,296 62,704 44,153 19,775 881,928

() Where applicable, options are valued at grant date, using valuation and allocation methods consistent with AASB 1046 ‘Director and
Executive Disclosures by Disclosing Entities’.
(i) Includes continuing and former Executives. Note 38 to the financial statements includes additional disclosures concerning the

remuneration of Specified Directors and Executives.
(i) Includes termination benefits and statutory annual leave and long service leave entitlements of $570,242.

Share Capital Disclosures
Options

During 2004 the Company granted options over unissued ordinary shares to Mr JC Ballard and Mr TP Burnet (Executive Directors of
the Company) and Mr AJ Burck and Mr SJ McClintock (two Specified Executives) as follows:

NAME OPTIONS GRANTED (i) EXERCISE PRICE EXPIRY DATE

JC Ballard 2,000,000 (ii) $3.36 15 October 2008
TP Burnet (jii) 250,000 (ji) $3.20 15 October 2008
AJ Burck 600,000 $2.85 30 October 2008
SJ McClintock 1,000,000 $2.83 30 October 2008

(i) The ability to exercise the options is conditional on certain performance hurdles based on minimum increases in the Company’s share

price being achieved. Specific details for each grant are included in Note 38 to the financial statements.

(i) The grant of these options was approved at the 2003 Annual General Meeting.
(i) Mr TP Burnet resigned on 23 July 2004. His options lapsed with effect from that date.

No other options have been granted during or since the end of the 2004 financial year.

Directors’ Relevant Interests

The relevant interest of each Director in the share capital of the Company, as notified by the Company to the Australian Stock Exchange in
accordance with S205G of the Corporations Act 2001, at 19 August 2004, is as follows:

ISSUED ORDINARY SHARES
OF THE COMPANY

OPTIONS OVER UNISSUED ORDINARY

SHARES OF THE COMPANY

BENEFICIAL NON-BENEFICIAL BENEFICIAL NON-BENEFICIAL
INTEREST INTEREST INTEREST INTEREST
JC Ballard 250,000 - 2,000,000 -
TB Finn 14,443 9,517 - -
S Gerlach 43,729 - - -
HA Lynch 19,207 - - -
JW Murphy - - - -
AG Oatley - - - -
RI Oatley 139,949,024 - - -
EJJ Pope 5,000 - - -
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Shares under Option

At the date of this report, unissued ordinary shares of the Company under option are:

NUMBER OF SHARES

EXPIRY DATE EXERCISE PRICE UNDER OPTION
28 October 2004 $5.47 333,334
15 October 2008 $3.36 2,000,000
30 October 2008 $2.83 1,000,000
30 October 2008 $2.85 600,000
30 September 2009 $5.38 265,000
30 June 2011 $7.19 630,000
30 June 2012 $5.42 360,000
Total outstanding 5,188,334

During or since the end of the 2004 financial year, the Company has not issued any ordinary shares as a result of the exercise of options.
All options expire on the earlier of:

e cessation of employment due to resignation or dismissal;

e six months (or another period determined by the Board) after cessation of employment due to permanent disablement, retirement,
retrenchment, or death;

e the failure of a condition applicable to the relevant option; or

e the expiry date.

The ability to exercise the options is conditional on certain performance hurdles being achieved. The performance hurdles comprise
minimum increases in the Company’s share price and/or earnings per share (EPS) growth targets.

Directors’ Interests in Contracts and Benefits

Since the end of the 2003 financial year, no Director of the Company has received or become entitled to receive any benefit (other than a
benefit included in the aggregate amount of remuneration received or due and receivable by Directors shown in the financial statements)
because of a contract made by the Company, its controlled entities or a related body corporate with a Director or with a firm of which a
Director is a member, or with an entity in which the Director has a substantial interest, other than the following:

* The consolidated entity has leased, on normal commercial terms, a vineyard at Margaret River, Western Australia, owned by The Beston
Wine Industry Trust. Challenger Beston Limited is the responsible entity of the Trust. Challenger Beston Limited is a company of which
Mr S Gerlach is a Director. He has no beneficial interest in the arrangement, other than as a Director of Challenger Beston Limited.

* The consolidated entity is a customer of Westpac Banking Corporation Limited, which provides treasury, corporate finance, foreign
exchange and related banking services on normal commercial terms to the consolidated entity. Westpac Banking Corporation Limited
is a company of which Ms HA Lynch is a Director. She has no beneficial interest in the arrangement, other than as a Director of
Westpac Banking Corporation Limited.

e The consolidated entity has leased, on commercial terms, a vineyard at Mudgee, New South Wales, owned by Balmoral Operations
Pty Ltd. Balmoral Operations Pty Ltd is a company of which Mr Rl Oatley and Mr AG Oatley are Directors and in which they have
a beneficial interest.

e The consolidated entity purchased grape supplies on normal commercial terms from Woodbrook Vineyard Pty Ltd and is party to a
Water Users’ Agreement with that company. Woodbrook Vineyard Pty Ltd is a company of which Mr AG Oatley is a Director and in which
he has a beneficial interest.

e (Cattle owned by Reline Investments Pty Ltd are grazed from time to time at normal commercial agistment rates on land owned by
the consolidated entity. Reline Investments is a Company of which Mr RI Oatley and Mr AG Oatley are Directors and in which they
have a beneficial interest.

e The Hamilton Island Limited Group of Companies is a customer of Southcorp Wines Pty Limited, a wholly-owned subsidiary of
Southcorp Limited. Sales to these companies are on normal commercial terms. Hamilton Island Limited and its subsidiary companies
are companies of which Mr Rl Oatley and Mr AG Oatley are Directors and in which they have a beneficial interest.

e The consolidated entity made use of an aircraft owned by Balmoral Air Pty Ltd and reimburses all operating costs associated
with that use. Balmoral Air Pty Ltd is a company of which Mr RI Oatley and Mr AG Oatley are Directors and in which they have a
beneficial interest.
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Indemnification and Insurance of Directors and Officers

The Company has entered into standard form deeds of indemnity with the following current and former Directors and Officers against all
liabilities which they may incur in the performance of their duties as Directors or Officers of the Company, except liability to the Company or
a related body corporate, liability for a pecuniary penalty or compensation order under the Corporations Act, and liability arising from

southcorp annual

conduct involving a lack of good faith:

Thomas Brian Finn
Robert lan Oatley
John Charles Ballard

Director, Chairman
Director, Deputy Chairman

Director, Chief Executive Officer

Stephen Gerlach Director
Helen Ann Lynch Director
John William Murphy Director
Andrew Geoffrey Oatley Director
Ernest John James Pope Director

Martin Moule Hudson Company Secretary

Richard Hugh Allert
Donald Robert Argus
Michael John Astley

Former Director, Chairman
Former Director

Former Director

lan Baines Bruce Former Director
Richard Francis Egerton Warburton Former Director
Graham John Kraehe
Keith Murray Lambert

Thomas Pearson Park

Former Director, Chief Executive Officer
Former Director, Chief Executive Officer
Former Director, Chief Executive Officer

Thomas Palmer Burnet Former Executive Director

John Leonard Morton Former Company Secretary

The Company is obliged to meet the full amount of all such liabilities.

In addition, Directors and Officers of the Company are indemnified, pursuant to the Constitution of the Company, against personal liability
arising from their respective positions within the Company and its related bodies corporate.

The Company holds a Directors’ and Officers’ Liability Insurance Policy on behalf of current Directors and Officers of the Company and its
controlled entities. The period of the policy extends from 30 June 2004 to 30 June 2005 and the premium was paid on 6 August 2004.
The insurance contract prohibits further disclosure.

The Company also holds a Directors’ and Officers’ Liability Insurance Policy on behalf of former Directors and Officers of the Company
and its controlled entities. The period of the policy extends from 30 June 2001 to 27 February 2008 and the premium was paid on

27 February 2001. The insurance contract prohibits further disclosure.

Proceedings on Behalf of the Company

As at the date of this report, there are no leave applications or proceedings brought on behalf of the Company under section 237 of the
Corporations Act 2001.

Rounding Off

The Company is of a kind referred to in ASIC Class Order 98/100 dated 10 July 1998 and, in accordance with that Class Order, amounts in the
financial report and Directors’ Report have been rounded off to the nearest thousand dollars, unless otherwise stated.

Signed in accordance with a resolution of the Directors.
L] - -
E Yo z !luy‘j
( y

TB Finn, Director
19 August 2004



STATEMENTS OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED

SOUTHCORP LIMITED

2004 2003 2004 2003
Note $000 $000 $000 $000
Revenue from ordinary activities 2 1,158,637 1,285,785 49,388 189,097
Expenses from ordinary activities, excluding borrowing costs (1,076,312) (2,125,714) 2174 (27,679)
Borrowing costs 5 (45,117) (50,790) (10,549) (13,661)
Share of net losses of joint ventures accounted for using the
equity method 31 (464) (493) - -
Profit (loss) from ordinary activities before income tax 36,744 (941,212) 41,013 147,757
Income tax (expense) benefit relating to profit (loss) from
ordinary activities 6 9,493 18,321 (2,907) 5,580
Net profit (loss) attributable to members of
Southcorp Limited 29 46,237 (922,891) 38,106 153,337
Non-owner transaction changes in equity
Net exchange differences on translation of financial statements
of self-sustaining foreign operations 28 4,783 (17,026) - -
Net increase in foreign currency translation reserve on initial
adoption of changes to accounting standards 28 - 16,165 - -
Net decrease in retained profits (accumulated losses) on initial
adoption of changes to accounting standards 29 - (46,232) - -
Total revenues, expenses and valuation adjustments
attributable to members of Southcorp Limited recognised
directly in equity 4,783 (47,093) - -
Total changes in equity from non-owner transactions
attributable to members of Southcorp Limited 51,020 (969,984) 38,106 153,337
cents cents
Earnings per share
Basic earnings per share for Southcorp Limited 6.2 -124.2
Diluted earnings per share for Southcorp Limited 8 6.2 -124.2

The accompanying notes form part of the financial statements.
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STATEMENTS OF FINANCIAL POSITION

AS AT 30 JUNE 2004

CONSOLIDATED

2004

2003

SOUTHCORP LIMITED

2004

2003

Note $°000 $°000 $°000 $°000
Current assets
Cash assets 9 30,045 40,281 4,852 473
Receivables 10 337,664 373,438 1,049,657 1,062,726
Inventories 11 646,679 644,401 - -
Foreign currency hedges - anticipated transactions 12 49,754 32,280 - -
Other financial assets 13 33,770 - - -
Current tax assets 6 10,385 11,411 8,952 -
Prepayments 8,611 11,088 - -
Total current assets 1,116,908 1,112,899 1,063,461 1,063,199
Non-current assets
Receivables 14 17,451 24,767 1,279,066 1,221,129
Inventories 15 175,286 216,403 - -
Foreign currency hedges - anticipated transactions 12 55,291 74,778 - -
Other financial assets 16 - 35,343 198,058 198,261
Property, plant and equipment 17 513,541 610,243 - -
Grape vines 18 174,298 170,474 - -
Intangible assets 19 365,997 365,997 - -
Deferred tax assets 6 44,605 44,624 41,647 6,133
Prepayments 595 1,170 - -
Total non-current assets 1,347,064 1,543,799 1,518,771 1,425,523
Total assets 2,463,972 2,656,698 2,582,232 2,488,722
Current liabilities
Payables 20 278,950 255,240 722,062 646,347
Interest-bearing liabilities 21 44,106 286,564 - -
Current tax liabilities 6 8,420 692 - 135
Provisions 22 73,620 134,824 - 74,451
Foreign currency hedges — anticipated transactions 23 49,754 32,280 - -
Total current liabilities 454,850 709,600 722,062 720,933
Non-current liabilities
Payables 24 - 3,527 - -
Interest-bearing liabilities 25 584,386 521,243 - -
Deferred tax liabilities 6 56,924 75,197 54,275 -
Provisions 26 23,924 34,776 - -
Foreign currency hedges - anticipated transactions 23 55,291 74,778 - -
Total non-current liabilities 720,525 709,521 54,275 -
Total liabilities 1,175,375 1,419,121 776,337 720,933
Net assets 1,288,597 1,237,577 1,805,895 1,767,789
Equity
Contributed equity 27 1,514,282 1,514,282 1,514,282 1,514,282
Reserves 28 7,684 2,901 - -
Retained profits (accumulated losses) 29 (233,392) (279,629) 291,613 253,507
Equity attributable to members of Southcorp Limited 1,288,574 1,237,554 1,805,895 1,767,789
Outside equity interests 30 23 23 - -
Total equity 1,288,597 1,237,577 1,805,895 1,767,789

The accompanying notes form part of the financial statements.



STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED

SOUTHCORP LIMITED

2004 2003 2004 2003

Note $000 $000 $000 $000
Cash flows from operating activities
Cash receipts in the course of operations 1,231,005 1,455,742 423 8,365
Cash payments in the course of operations (980,148) (1,278,007) (1,254) (8,908)
Dividends received - - 31,411 165,478
Interest received 2,614 8,140 17,950 17,092
Interest and other borrowing costs paid (46,722) (56,813) (10,549) (13,661)
Income taxes paid (3,233) (32,275) (260) (576)
Net operating cash flows 41(a) 203,516 96,787 37,721 167,790
Cash flows from investing activities
Payments for property, plant and equipment and grape vines (25,890) (75,148) - (57)
Proceeds from sale of property, plant and equipment 4,156 5,108 - -
Proceeds from redemption of equity investments - 2,994 - -
Payments for equity accounted investments - (2,248) - -
Payments for controlled entities, net of cash acquired 41(c) - 1,808 - -
Proceeds from realisation of remnant assets of divested
businesses - 55,004 - 448
Payments relating to divested businesses (5,1179) (20,887) - (5,246)
Net loans (to) from controlled entities - - 28,122 (19,655)
Other - 54 - (1)
Net investing cash flows (26,913) (83,315) 28,122 (24,511)
Cash flows from financing activities
Proceeds from issue of shares - 20,487 - 20,487
Dividends paid (74,451) (162,773) (74,451) (162,773)
Proceeds from deferred consideration from divested businesses 53,604 18,218 22 -
Loans advanced - (11,606) - (11,606)
Proceeds from repayments of loans 12,970 8,540 12,965 7,551
Proceeds from borrowings 544,295 508,329 - -
Repayment of borrowings (717,355) (449,911) - -
Net financing cash flows (180,937) (68,716) (61,464) (146,341)
Net increase (decrease) in cash held (4,334) (5,244) 4,379 (3,062)
Cash at the beginning of year 34,028 41,047 473 3,535
Effects of exchange rate changes on the balances of cash held
in foreign currencies at beginning of year 351 (1,775) = -
Cash at the end of year 41(b) 30,045 34,028 4,852 473

The accompanying notes form part of the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The significant policies which have been adopted in the preparation
of this financial report are detailed below.

(a) Basis of preparation

The financial report is a general purpose financial report which
has been prepared in accordance with Accounting Standards,
Urgent Issues Group Consensus Views, other authoritative
pronouncements of the Australian Accounting Standards Board
and the Corporations Act 2001.

It has been prepared on the basis of historical costs and except
where stated, does not take into account changing money values or
current valuations of non-current assets. The accounting policies
have been consistently applied by each entity in the consolidated
entity and, except where there is a change in accounting policy,

are consistent with those of the previous year.

Reclassification of financial information

Where necessary, comparative information has been reclassified
to achieve consistency in disclosure with the current financial
year or as a result of the first time application of revised
accounting standards.

(b) Principles of consolidation

The consolidated financial statements of the economic entity
include the financial statements of the Company, Southcorp
Limited, the chief entity, and its controlled entities (together the
consolidated entity).

Controlled entities

Where a controlled entity is acquired or disposed of during the year,
the results are included in the consolidated financial statements
from the date control commences or up to the date control ceases.
Outside interests in the equity and results of the entities that are
controlled by the consolidated entity are shown as a separate item
in the consolidated financial statements.

The controlled entities included in the consolidation are set out in
Note 45. All balances and effects of transactions between
controlled entities have been eliminated.

Associates and joint venture entities

Investments in associates and joint venture entities are
accounted for using equity accounting principles. Investments
in associates and joint venture entities are carried at the lower
of the equity accounted amount and the recoverable amount.
The consolidated entity’s share of an associate’s or joint
venture entity’s net profit or loss after tax is recognised

in the consolidated statements of financial performance after
adjustments for dissimilar accounting policies and amortisation
of goodwill. Other movements in reserves are recognised
directly in consolidated reserves.

Transactions eliminated on consolidation

Unrealised gains relating to associates and joint venture
entities are eliminated against the carrying amount of the
investment. Unrealised losses are eliminated in the same way
as unrealised gains, unless they evidence a recoverable
amount impairment.

FOR THE YEAR ENDED 30 JUNE 2004

(c) Foreign currency translation

Transactions

Foreign currency transactions are translated to Australian dollars
at exchange rates ruling at the dates of the transactions. Amounts
payable and receivable in foreign currencies at the reporting

date are translated at the exchange rates ruling on that date.
Exchange differences relating to these amounts are brought to
account as exchange gains or losses in the statements of financial
performance in the periods in which the exchange rate changes,
except where such differences relate to hedging specific
anticipated transactions or the acquisition of qualifying assets.
Exchange differences arising from transactions hedging the net
investment in self-sustaining operations, or relating to amounts
payable or receivable in foreign currency forming part of a net
investment in a self-sustaining foreign operation, together with any
related income tax expense/benefit, are transferred to the foreign
currency translation reserve on consolidation.

Translation of foreign operations

Overseas controlled entities are considered to be self-sustaining
operations and their assets and liabilities are translated at rates of
exchange ruling at reporting date. Equity items are translated at
historical rates. The statements of financial performance are
translated at an average rate for the year. Exchange differences
arising on translation are transferred to the foreign currency
translation reserve until the disposal, or partial disposal of the
operations. The balance of the foreign currency translation reserve
relating to a foreign operation that is disposed of, or partially
disposed of, is transferred to retained profits in the year of disposal.

(d) Derivatives

The consolidated entity’s activities expose it to changes in foreign
currency exchange rates and interest rates in its normal course of
business. The principal derivative financial instruments used to
hedge these risks are interest rate swaps, interest rate options,
forward foreign exchange contracts and foreign currency option
contracts. The consolidated entity does not enter into derivative
transactions for speculative purposes.

A transaction is designated as a hedge of the anticipated specific
purchase or sale of goods or services, purchase of qualifying assets,
or an anticipated interest transaction, only when they are expected to
reduce exposure to the risk being hedged, are designated so that it is
clear when an anticipated transaction has or has not occurred and

it is probable the anticipated transaction will occur as designated.
Gains or losses on the hedge arising up to the date of the anticipated
transaction, together with any costs or gains arising at the time

of entering into the hedge, are deferred and included in the
measurement of the anticipated transaction when the transaction has
occurred as designated. Any gains or losses on the hedge transaction
after that date are included in the statements of financial performance.

The net amount receivable or payable under forward foreign
exchange contracts and the associated deferred gains or losses are
recorded in the statements of financial position from the date of
inception of the hedge transaction. Once recognised, the
receivables and payables are revalued to the foreign currency
exchange rate applicable at reporting date.

Option premiums are recorded as assets when paid and included in
the measurement of the transaction when it occurs.



NOTES TO THE FINANCIAL STATEMENTS

When the anticipated transaction is no longer expected to occur
as designated, the deferred gains or losses relating to the hedge
transaction are recognised immediately in the statements of
financial performance.

All non-specific hedge transactions are initially recorded at the spot
rate at the date of the transaction. Hedges of this type outstanding
at reporting date are translated at the rates of exchange ruling on
that date and any exchange differences are brought to account in
the statements of financial performance. Costs or gains arising at
the time of entering into the hedge are deferred and amortised over
the life of the hedge.

Where a hedge transaction (including an option contract) is terminated
early and the anticipated transaction is still expected to occur as
designated, the deferred gains or losses that arise on the foreign
currency hedge prior to its termination continue to be deferred and are
included in the measurement of the purchase or sale when it occurs.
Where a hedge transaction is terminated early because the
anticipated transaction is no longer expected to occur as designated,
deferred gains or losses that arise on the foreign currency hedge are
included in the statements of financial performance for the period.

Where a hedge is redesignated as a hedge of another transaction,
gains or losses arising on the hedge prior to its redesignation are
only deferred where the original anticipated transaction is still
expected to occur as designated. Where the original anticipated
transaction is no longer expected to occur as designated, any gains
or losses relating to the hedge instrument are included in the
statements of financial performance for the period.

Gains or losses that arise prior to and upon the maturity of
transactions entered into under hedge rollover strategies are
deferred and included in the measurement of the hedged
anticipated transaction if the transaction is still expected to occur
as designated. If the anticipated transaction is no longer expected
to occur as designated, the gains or losses are recognised
immediately in the statements of financial performance.

(e) Contributed equity

Issued and paid up capital is recognised at the fair value of the

consideration received by the Company. Any transaction costs

arising on the issue of ordinary shares are recognised directly in
equity as a reduction of the share proceeds received.

(f) Revenue recognition

Revenues are recognised at fair value of the consideration
received net of the amount of goods and services tax payable
to taxation authorities. Exchanges of goods or services of the
same nature and value without any cash consideration are not
recognised as revenues.

Sale of goods

Revenue from sale of goods is recognised (net of returns,
discounts, allowances, rebates and taxes) when control of the
goods passes to the customer.

Net market value of own-grown grapes

The market value of harvested grapes net of harvesting costs is
recognised as revenue in the statements of financial performance in
the period in which the harvest occurs.

FOR THE YEAR ENDED 30 JUNE 2004

Grape vines net market value movements

Increments or decrements in the net market value of grape vines
are recognised as revenues or expenses in the statements of
financial performance in the period in which they occur.

Vineyard operating costs incurred in maintaining and enhancing the
vines are recognised as expenses when incurred.

Sale of non-current assets

The gross proceeds from the sale of non-current assets are
included as revenue at the date control passes to the buyer,
usually when an unconditional contract of sale is signed or
conditions are satisfied.

The gain or loss on disposal is calculated as the difference between
the carrying amount of the asset and the net proceeds on disposal
(including incidental costs).

Dividends

Dividends and distributions from controlled entities and associates
are recognised when declared. Dividends from other investments
are recognised when received or receivable.

(g) Taxation

Tax effect accounting procedures are followed whereby the income
tax expense in the statements of financial performance is matched
with the accounting profit after allowing for permanent differences.
Income tax on cumulative timing differences is set aside to the
deferred income tax or the future income tax benefit accounts at
the rates which are expected to apply when those timing
differences reverse. Future income tax benefits are not brought to
account unless realisation of the asset is assured beyond
reasonable doubt, or if relating to tax losses when realisation is
virtually certain.

No provision is made for additional taxes which could
become payable if certain reserves of foreign controlled
entities were to be distributed as it is not expected that any
substantial amount will be distributed from those reserves in
the foreseeable future.

Tax consolidation

Southcorp Limited and its wholly-owned Australian controlled
entities have decided to implement tax consolidation as of

1 July 2003. The Australian Taxation Office has not yet been
notified of this decision.

As a consequence, the Company as the head entity in the tax
consolidated group, recognises current and deferred tax amounts
relating to transactions, events and balances of the wholly-owned
Australian controlled entities in the group as if those transactions,
events and balances were its own, in addition to the current and
deferred tax amounts arising in relation to its own transactions,
events and balances. Amounts receivable or payable under

tax funding agreements between the Company and the tax
consolidated entities are recognised separately as tax-related
amounts receivable or payable. Expenses and revenues arising
under the tax funding agreements are recognised as a component
of income tax expense.
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NOTES TO THE FINANCIAL STATEMENTS

(g) Taxation (continued)

Deferred tax balances recognised by the head entity in relation to
wholly-owned entities joining the tax consolidated group are
measured based on their carrying amounts at the level of the tax
consolidated group before the implementation of the tax
consolidation regime, with one exception. The deferred tax
balances relating to assets that had their tax values reset on joining
the tax consolidated group, have been measured based on the
carrying amount of those assets at the tax-consolidated group level
and their reset tax values. The remeasurement adjustments to these
deferred tax balances are also recognised in the consolidated
financial statements as income tax expense or benefit. The impact
on the income tax expense of these remeasurement adjustments is
disclosed in Note 6.

(h) Goods and services tax

Revenues, expenses and assets are recognised net of the amount
of goods and services tax (‘GST’), except where the amount of GST
incurred is not recoverable from the taxation authorities. In these
circumstances the GST is recognised as part of the cost of
acquisition of the asset or as part of the expense.

Receivables and payables are stated with the amount of GST
included. The net amount of GST recoverable from, or payable to,
the taxation authorities is included as a current asset or liability in
the statements of financial position.

Revenues are also recognised net of the of wine equalisation tax
(‘WET’) and receivables are stated with the amount of WET
included. The WET payable to the taxation authorities is included as
a current liability in the statements of financial position.

Cash flows are included in the statements of cash flows on a
gross basis. The GST components of cash flows arising from
investing and financing activities which are recoverable from, or
payable to, the taxation authorities are classified as operating
cash flows.

(i) Earnings per share

Basic earnings per share

Basic earnings per share (‘EPS’) is determined by dividing the net
profit (loss) after income tax attributable to members of the
Company, excluding any costs of servicing equity, by the weighted
average number of ordinary shares outstanding during the financial
year, adjusted for bonus elements in ordinary shares issued during
the year.

Diluted earnings per share

Diluted EPS adjusts the figures used in the determination of basic
EPS to take into account the after income tax effect of interest and
other financing costs associated with dilutive potential ordinary
shares and the weighted average number of ordinary shares
assumed to have been issued issued for no consideration in
relation to dilutive potential ordinary shares.

() Receivables

Trade debtors and other receivables within terms allowed are
recognised at amounts due. Trade debtor terms are generally
between 28 and 90 days depending on the nature of the
transaction. The collectibility of debts is assessed at reporting date
and specific provisions are made for any doubtful accounts.

FOR THE YEAR ENDED 30 JUNE 2004

(k) Inventories

Inventories are carried at the lower of cost and net realisable
value. Cost is based on the first-in-first-out principle and includes
expenditure incurred in acquiring the inventories and bringing
them to their existing condition and location. Cost for work in
progress and finished goods includes direct materials, direct
labour, an appropriate proportion of fixed and variable overheads
and an appropriate allocation of borrowing costs for non-current
inventory. Fixed costs have been allocated on the basis of normal
operating capacity.

Harvested grapes are recorded in inventories in the period of
harvest at net market value.

Net realisable value is determined on the basis of each entity’s
normal selling patterns. All relevant selling, marketing, distribution
and associated costs are estimated and deducted to establish net
realisable value.

(I) Investments

Controlled entities
Investments in controlled entities are carried in the Company’s
financial statements at the lower of cost and recoverable amount.

Joint venture entities

A joint venture entity is an entity which has a contractual
arrangement whereby two or more parties undertake an economic
activity which is subject to joint control. Investments in joint venture
entities are carried at the lower of the equity accounted amount and
recoverable amount.

Other entities

Investments in other listed and unlisted entities are carried at the
lower of cost and recoverable amount, being a Directors’ valuation
based on market value at the time of the valuation.

(m) Non-current assets

The carrying amounts of all non-current assets are reviewed at
reporting date to determine whether they are in excess of their
recoverable amount. If the carrying amount valued on the cost
basis of a non-current asset exceeds recoverable amount, the asset
is written down to the lower amount and the difference is expensed
in the reporting period in which it occurs.

In assessing the recoverable amount of non-current assets
the relevant net cash flows have been discounted to their net
present values.

(n) Property, plant and equipment

Property, plant and equipment acquired is initially recorded at cost
of acquisition at the date of acquisition, being the fair value of the
consideration provided plus incidental costs directly attributable to
the acquisition.

The cost of assets constructed or internally generated by the
consolidated entity includes the cost of material and direct labour.
Directly attributable overheads and other incidental costs are also
capitalised to the asset. Borrowing costs are capitalised to
qualifying assets as set out in Note 1(t).

All items of property, plant and equipment are carried at

the lower of cost less accumulated depreciation and
recoverable amount.



NOTES TO THE FINANCIAL STATEMENTS

Items of property, plant and equipment, excluding freehold land,
are depreciated using the straight line method at rates based upon
the estimated useful life of the asset taking into account estimated
residual values. Depreciation commences from the time the asset
is acquired or completed and held ready for commercial use.

The expected useful lives for each class of asset are as follows:

e Buildings 66 years
e Plant and equipment 3 to 40 years

Depreciation rates are reviewed annually for appropriateness.
When changes are made, adjustments are reflected prospectively
in current and future periods. Depreciation and amortisation are
expensed except to the extent they are included in the carrying
amount of another asset or an allocation of production overheads.

(o) Leased assets

Leases of property, plant and equipment under which the
consolidated entity assumes substantially all the risks and benefits
of ownership are classified as finance leases. Other leases are
classified as operating leases.

Finance leases are capitalised, recording an asset and liability equal to
the present value of the minimum lease payments and including any
guaranteed residual values. Capitalised leased assets are amortised
on a straight line basis over the term of the relevant lease, or where it
is likely the consolidated entity will obtain ownership of an asset,

the useful life of the asset to the consolidated entity. Lease liabilities
are reduced by repayments of principal. The interest components of
the lease payments are expensed as borrowing costs.

Operating leases are not capitalised. Rental payments made under
operating leases are expensed on a straight line basis over the term
of the leases.

(p) Grape vines

Grape vines are measured at net market value. The net market
value of vines is determined as the difference between the net
present value of cash flows expected to be generated by the
produce harvested from the vines and the net market value of
the other integral fixed assets associated with the vineyard.

In determining the net market value, certain assumptions have
been made including market prices, yields and quality of grapes
and vineyard operating costs.

(q) Intangibles

Brand names are recorded at the lower of cost and recoverable
amount. Where they have definite lives they are amortised over the
periods of time it is estimated benefits will be derived from their use
in operations. Brand names which have indefinite lives are not
amortised as they have unlimited legal lives and on the basis of
current information are unlikely to become commercially or
technically obsolete. All brand names included in the statements of
financial position are considered to have indefinite lives and
therefore are not amortised.

(r) Payables

Trade and other creditors represent liabilities for goods and services
provided to the consolidated entity prior to reporting date and
which are unpaid. Trade accounts payable are normally settled
between 30 and 60 days. Payments to grape growers are made in

3 instalments over a period of approximately 180 days from receipt
of grapes.

FOR THE YEAR ENDED 30 JUNE 2004

(s) Interest-bearing liabilities

Bank loans and notes are carried on the statements of financial
position at their principal amount, subject to any set-off
arrangements. Interest is accrued at the contracted rate and
included in other creditors. Commercial paper is carried on the
statements of financial position at the net proceeds received,
plus accrued interest at the contracted rate.

(t) Borrowing costs

Borrowing costs include interest, amortisation of discounts or
premiums relating to borrowings, amortisation of ancillary costs
incurred in connection with arrangement of borrowings, foreign
exchange losses on borrowings and lease finance charges, net of
hedged amounts. Borrowing costs are expensed as incurred unless
they relate to qualifying assets in which case borrowing costs are
capitalised to the cost of the assets. Qualifying assets are assets
which take more than 12 months to get ready for their intended
use or sale.

Where funds are borrowed specifically for the acquisition,
construction or production of a qualifying asset, the amount of
borrowing costs capitalised is that incurred in relation to that
borrowing, net of any interest earned. Where funds are borrowed
generally, borrowing costs are capitalised using a weighted
average capitalisation rate. For the current year this rate was
6.5% per annum (2003: 6.3%).

Capitalised borrowing costs relieved on the sale of maturation wine
inventories are included in net borrowing costs in the statements of
financial performance.

(u) Employee benefits

Provision has been made in the financial statements for
entitlements accruing to employees in relation to wages,
salaries, sick leave, annual leave, long service leave and other
benefits where the consolidated entity has a present obligation
to pay resulting from employees’ services provided up to
reporting date.

Wages, salaries, annual leave and sick leave

Liabilities for employee benefits for wages, salaries, annual leave
and sick leave expected to be settled within 12 months of year-end
and beyond represent present obligations resulting from
employees’ services provided to reporting date, calculated at
undiscounted amounts based on remuneration rates that the
consolidated entity expects to pay as at reporting date including
related on-costs.

Long service leave

The provision for employee benefits for long service leave
represents the present value of the estimated future cash outflows
to be made resulting from employees’ services provided to
reporting date. The provision is calculated using expected future
increase in wage and salary rates including related on-costs and
expected settlement dates based on turnover history and is
discounted using the rates attached to national government bonds
at reporting date which most closely matches the terms of maturity
of the related liabilities. The unwinding of the discount is treated as
long service leave expense.
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NOTES TO THE FINANCIAL STATEMENTS

(u) Employee benefits (continued)

Superannuation funds

The Company and certain controlled entities contribute to a number
of superannuation funds. Contributions to defined benefit and
accumulation funds are recognised as an expense in the year they
are paid or become payable.

Employee share and option plans

Shareholders have approved certain employee and executive
share and option plans. Under the rules of these plans, the
Company issues shares and grants options from time to time.
Costs incurred in administering these plans are expensed

as incurred.

Amounts receivable under the various employee share plans are
recognised at the lower of the loan receivable and recoverable
amount based on the market value of the underlying shares at
reporting date.

(v) Provisions

A provision is recognised when a legal or constructive obligation
exists as a result of a past event and it is probable that an outflow
of economic benefits will be required to settle the obligation, the
timing or amount of which is uncertain.

If the effect is material, a provision is determined by discounting the
expected future cash flows required to settle the obligation at a
pre-tax rate that reflects current market assessments of the time
value of money and the risks specific to the liability. The unwinding
of the discount is treated as part of the expense related to the
particular provision.

When some or all of the economic benefits required to settle a
provision are expected to be recovered from a third party, the
recovery receivable is recognised as an asset when it is probable
that the recovery will be received and is measured on a basis
consistent with the measurement of the related provision. In the
statements of financial performance, the expense recognised in
respect of a provision is presented net of the recovery. In the
statements of financial position, the provision is recognised net
of the recovery only when the entity has a legally recognised right
to set-off the recovery receivable and the provision and intends
to settle on a net basis, or to realise the asset and settle the
provision simultaneously.

FOR THE YEAR ENDED 30 JUNE 2004

Dividends

A provision for dividends payable is recognised in the reporting
period in which the dividends are declared, determined or publicly
recommended, for the entire undistributed amount, regardless of
the extent to which they will be paid in cash.

Divested businesses

These amounts relate to provisions established in respect
of the divestment of previously controlled entities and
businesses and include environmental, pension, litigation
and other commitments.

Onerous contracts

A provision for onerous contracts is recognised after impairment
losses on assets dedicated to the contract have been recognised
and when the expected benefits are less than the unavoidable costs
of meeting contractual obligations. A provision is recognised to the
extent that the contractual obligations exceed unrecognised assets.

Other

Other provisions include restructuring costs and are only
recognised when a detailed plan has been approved and the
restructuring has either commenced or been publicly announced
or firm contracts related to the restructuring have been entered
into. The liabilities for termination benefits that will be paid as a
result of these restructurings have been included in the provision
for employee benefits.

(w) Significant items

Significant items are those which by their size, nature or incidence
are relevant in explaining the financial performance of the
consolidated entity and as such are disclosed separately.

(x) Rounding of amounts

The Company is of a kind referred to in ASIC Class Order 98/100
dated 10 July 1998 and, in accordance with that Class Order,
amounts in the Financial Report and Directors’ Report have
been rounded off to the nearest thousand dollars, unless
otherwise stated.

(v) Revision of accounting estimates

Revisions to accounting estimates are recognised prospectively in
current and future periods only.



NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED

SOUTHCORP LIMITED

2004 2003 2004 2003
$000 $000 $000 $000
. REVENUE FROM ORDINARY ACTIVITIES
Revenue from operating activities
Sale of goods 1,062,193 1,104,852 - -
Net market value of own-grown grapes 78,628 57,449 - -
Dividends received 1,583 - 31,411 165,478
Interest received or receivable 2,623 6,327 17,950 17,092
Management fees - - - 6,000
1,145,027 1,168,628 49,361 188,570
Other revenue
Proceeds from sale of non-current assets 3,018 3,838 - -
Proceeds from realisation of remnant assets of divested
businesses - 55,809 - 448
Other 10,592 7,510 27 79
13,610 67,157 27 527
Total revenue from ordinary activities 1,158,637 1,235,785 49,388 189,097
. EXPENSES FROM ORDINARY ACTIVITIES,
EXCLUDING BORROWING COSTS
Cost of goods sold (646,119) (728,051) - -
Administration expenses (53,385) (69,676) 1,875 (21,945)
Selling, marketing and distribution expenses (216,421) (242,998) — -
Vineyard operating costs (60,742) (55,127) - -
Net decrement in net market value of grape vines (295) (9,042) - -
Write-down in value of property, plant and equipment (65,117) (9,665) - -
Restructure and redundancy costs (40,643) (20,829) - -
Written down value of net assets and restructure costs of
divested businesses - (61,153) - (5,590)
Write-down in value of goodwill - (642,562) - -
Write-down in value of brand names - (240,000) - -
Amortisation of goodwill - (36,805) - -
Net write-back of onerous contracts provision 8,675 8,546 - -
Other (2,265) (18,352) 299 (144)
Total expenses from ordinary activities, excluding
borrowing costs (1,076,312) (2,125,714) 2174 (27,679)

2004

report

southcorp annual

37



2004

report

southcorp annual

38

NOTES TO THE FINANCIAL STATEMENTS

CONSOLIDATED

FOR THE YEAR ENDED 30 JUNE 2004

SOUTHCORP LIMITED

2004 2003 2004 2003
$°000 $°000 $°000 $°000
. SIGNIFICANT ITEMS INCLUDED IN PROFIT (LOSS)
FROM ORDINARY ACTIVITIES BEFORE
INCOME TAX EXPENSE
Proceeds from realisation of remnant assets of divested businesses - 55,809 - 448
Written down value of net assets and restructure costs of
divested businesses - (61,153) - (5,590)
Net profit (loss) from divested businesses - (5,344) - (5,142)
Write-down in value of property, plant and equipment to
recoverable amount (65,117) (9,665) - -
Restructure and redundancy costs (40,643) (20,829) - -
Net write-back of onerous contracts provision 8,675 8,546 - -
Write-down in value of goodwill - (642,562) - -
Write-down in value of brand names - (240,000) - -
Revision in accounting estimate for promotional and depletion
allowances - (22,904) - -
Independence Wine Company loan and other asset write-offs - (20,522) - -
Write-down of employee share plan loans - (17187) - (17187)
Write-down of non-trading receivables — (7,366) - -
(97,085) (977,833) - (22,329)
. PROFIT (LOSS) FROM ORDINARY ACTIVITIES
BEFORE INCOME TAX EXPENSE
Profit (loss) from ordinary activities before income tax has been
arrived at after crediting (charging):
Interest received or receivable from:
Controlled entities - - 17,870 16,973
Associated entities - 1,067 - -
Other persons 2,623 5,260 80 119
2,623 6,327 17,950 17,092
Borrowing costs
Interest paid or payable to:
Controlled entities - - (10,549) (18,650)
Other persons (45,065) (51,422) - (11)
Lease finance charges (11) (35) - -
(45,076) (51,457) (10,549) (13,661)
Capitalised interest 16,673 17,640 - -
Capitalised interest relieved (14,993) (15,300) - -
(43,396) (49.117) (10,549) (13,661)
Other borrowing costs (1,909) (1,869) - -
Borrowing costs capitalised 709 662 - -
Borrowing costs relieved (521) (466) - -
Borrowing costs (45,117) (50,790) (10,549) (13,661)
Net interest income (expense) and borrowing costs (42,494) (44,463) 7,401 3,431




2004

o
NOTES TO THE FINANCIAL STATEMENTS  ror tue vear ExDED 50 JUNE 2004 °
©
=
CONSOLIDATED SOUTHCORP LIMITED <
2004 2003 2004 2003 ©
$000 $000 $000 $000 a
o
. PROFIT (LOSS) FROM ORDINARY ACTIVITIES °
BEFORE INCOME TAX EXPENSE (continued) ;
Dividends received from: it
Other entities 1,583 - - -
Controlled entities - - 31,411 165,478
1,583 - 31,411 165,478
Write-down of non-current assets:
Land and buildings (23,637) (6,731) - -
Plant and equipment (41,480) (2,934) - -
Goodwill - (642,562) - -
Brand names - (240,000) - -
(65,117) (892,227) - -
Net profit (loss) on sale of non-current assets:
Property, plant and equipment 549 (430) - -
Other - (183) - -
549 (613) - -
Depreciation of property, plant and equipment:
Buildings (2,409) (2,519) - -
Plant and equipment (44,006) (47,678) = -
(46,415) (50,197) - -
Amortisation of intangibles:
Goodwill - (36,805) - -
Net (expense) credit from movement in provisions:
Employee benefits (19,170) (15,128) - -
Doubtful trade debts (1,055) 375 - -
Doubtful loans - (763) - -
Employee share plan loans 1,875 (16,891) 1,875 (16,891)
Divested businesses 474 - - -
Onerous contracts 8,675 8,546 - -
Other (9,634) (835) - -
(18,835) (24,696) 1,875 (16,891)
Write-down in value of wine inventory (32,161) (85,336) - -
Independence Wine Company loan written-off - (11,857) - -
Net profit (loss) from divested businesses - (5,344) - (5,142)
Share plan loans realised loss - (296) - (296)
Bad debts written off — trade debtors (53) 91) - -
Bad debts recovered 44 63 - -
Net foreign exchange gains (losses) 5,513 474) - (144)
Operating lease rental expense (14,635) (17,310) - -
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NOTES TO THE FINANCIAL STATEMENTS

CONSOLIDATED

FOR THE YEAR ENDED 30 JUNE 2004

SOUTHCORP LIMITED

2004 2003 2004 2003
$°000 $°000 $°000 $°000
. INCOME TAX
Income tax (expense) benefit
Prima facie income tax (expense) benefit calculated on
profit (loss) from ordinary activities at 30% (2003: 30%) (11,023) 282,364 (12,304) (44,327)
(Increase) decrease in tax expense due to:
Imputation gross-up on dividends received - - (3,886) (21,276)
Franking credits on dividends received - - 13,309 70,919
Overseas tax rate differential (6,976) 1,479 - -
Non-assessable profits on divestment of businesses and
other assets 177 1,977 - -
Write-down of intangible assets - (264,891) - -
Write-down of property, plant and equipment (6,655) (3,635) = -
Benefit of unbooked tax losses recouped (losses not tax effected) 19,662 (4,193) - -
Net decrement in net market value of grape vines (126) (2,770) = -
Amortisation of intangibles - (11,046) - -
Depreciation 974 1,111 - -
Income tax (expense) benefit related to current and deferred tax
transactions of entities in the tax consolidated group - - 26,906 -
Compensation payable to tax consolidated group entities under
tax funding agreements - - (26,906) -
Other items (543) (2,228) - 22
Income tax (under) over provided in previous years 1,853 20,153 (26) 242
Income tax (expense) benefit on the profit (loss) from
ordinary activities before individually significant income
tax items (2,657) 18,321 (2,907) 5,580
Adjustments to deferred tax balances on implementation of
tax consolidation 12,150 - - -
Net deferred tax balances of tax consolidated group entities
assumed on implementation of tax consolidation - - (43,165) -
Compensation received from tax consolidated group entities
under tax funding agreements - - 43,165 -
Income tax (expense) benefit relating to profit (loss) from
ordinary activities 9,493 18,321 (2,907) 5,580
Tax balances
Current tax assets - income tax refunds 10,385 11,411 8,952 -
Deferred tax assets — future income tax benefit 44,605 44,624 41,647 6,133
Current tax liabilities — provision for current income tax 8,420 692 - 135
Deferred tax liabilities — provision for deferred income tax 56,924 75,197 54,275 -
Benefit for income tax losses incurred
(@) Benefits recognised in the statements of financial position in
respect of tax losses which have been tax effected 2,015 508 2,015 -
(b) Benefits not recognised
Potential future income tax benefits in certain controlled
entities arising from timing differences and tax losses not
recognised as an asset in the statements of financial position:
Tax losses 26,359 60,676 - -
Timing differences 15,245 15,950 - -
41,604 76,626 - -




NOTES TO THE FINANCIAL STATEMENTS  ror tHE YEAR ENDED 30 JUNE 2004

. INCOME TAX (continued)

The potential benefits will only be obtained if:

(i) the relevant entities derive future assessable income of a nature and of an amount sufficient to enable the benefit from the deductions
for the losses to be realised;

(ii) the relevant entities continue to comply with the conditions for the deductibility imposed by the law; and

(i) no changes in tax legislation adversely affect the relevant entities in realising the benefit from the deductions for the losses.

Tax consolidation

Southcorp Limited and its wholly-owned Australian controlled entities have decided to implement tax consolidation as of 1 July 2003.
The Australian Taxation Office has not yet been notified of this decision. The accounting policy on implementation of the legislation is
set out in Note 1(g). The impact on the income tax benefit for the year is disclosed in the tax reconciliation above.

The wholly-owned Australian entities have fully compensated Southcorp Limited for deferred tax liabilities assumed by Southcorp Limited on

the date of the implementation of tax consolidation and have been fully compensated for deferred tax assets transferred to Southcorp Limited.

The entities have also entered into tax funding agreements. Under the terms of the agreements, the wholly-owned entities reimburse
Southcorp Limited for any current tax payable by Southcorp Limited arising in respect of their activities.

CONSOLIDATED SOUTHCORP LIMITED
2004 2003 2004 2003
$000 $000 $000 $000
. DIVIDENDS

Interim 2003 ordinary dividend of 10 cents per share,

franked to 80% was paid on 1 July 2003 - 74,451 - 74,451

Final 2002 ordinary dividend of 11 cents per share,

franked to 100% was paid on 7 October 2002 = 81,418 - 81,418

- 155,869 - 155,869

Dividend franking account

Franking credits available for subsequent financial years

based on a tax rate of 30% (2003: 30%) (8,962) (24,408)

The franking deficit at 30 June 2004 represents the balance of the dividend franking account at the end of the financial year adjusted for
franking debits that will arise from the refund of the current tax receivable recognised at 30 June 2004.

. EARNINGS PER SHARE (‘EPS’)
NUMBER OF ORDINARY SHARES

Weighted average number of ordinary shares used in the
calculation of basic earnings per share 744,508,138 743,200,930

Add: weighted average potential ordinary shares 91,695 -

Weighted average number of ordinary shares and potential
ordinary shares used in the calculation of diluted earnings
per share 744,599,833 743,200,930

$000 $000
Net profit (loss) attributable to members of Southcorp Limited
used in calculating basic earnings per share and diluted
earnings per share 46,237 (922,891)

Details relating to options are set out in Note 36.

With the exception of 1,600,000 (2003: Nil), all options granted, exercised and cancelled during the current and the prior financial year are
considered to be non-dilutive and therefore are not included in the calculation of the diluted EPS as the average market price of ordinary
shares used in the calculation of diluted EPS was less than the exercise prices of these options.

Since the end of the financial year, no ordinary shares (2003: Nil) have been issued due to the exercise of options granted under the
various plans.
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10.

11.

12,

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED

CONSOLIDATED

30 JUNE 2004

SOUTHCORP LIMITED

2004 2003 2004 2003
$°000 $°000 $°000 $°000
. CASH ASSETS
Cash at bank and on hand 10,201 30,046 4,852 473
Short-term deposits 19,844 10,235 - -
30,045 40,281 4,852 473
Short-term deposits
The weighted average effective interest rate on the short-term deposits at 30 June 2004 was 3.6% (2003: 4.7%).
CURRENT RECEIVABLES
Trade debtors 309,149 279,579 - -
Provision for doubtful debts (1,217) (164) - -
307,932 279,415 - -
Share plan loans — employees, Specified Directors and
Executives (refer to Note 14) 1,502 17,520 1,502 17,520
Provision for net market value adjustment (650) (7,784) (650) (7,784)
852 9,736 852 9,736
Loans and other debtors relating to divested businesses
(refer to Note 14) 6,775 53,901 277 299
Other debtors 22,029 25,232 — 396
Loans to other entities (refer to Note 14) - 192 - 192
Amounts owing by joint venture entities 76 4,962 - -
Other amounts owing by controlled entities - - 1,048,528 1,052,103
337,664 373,438 1,049,657 1,062,726
CURRENT INVENTORIES
Raw materials and stores
—at cost 16,865 24,762 — -
Work in progress
—at cost 459,059 429,827 - -
— at net realisable value 17,432 20,563 - -
Finished goods
— at cost 133,597 168,909 — -
— at net realisable value 19,726 340 - -
646,679 644,401 = _
FOREIGN CURRENCY HEDGES - ANTICIPATED
TRANSACTIONS
Current
Deferred foreign exchange losses relating to future anticipated
transactions 9,277 1,317 - -
Amounts receivable under foreign currency hedges relating to
future anticipated transactions 40,477 30,963 - -
49,754 32,280 - -




12,

13.

14.

NOTES TO THE FINANCIAL STATEMENTS  ror tHE YEAR ENDED 30 JUNE 2004

CONSOLIDATED SOUTHCORP LIMITED

2004 2003 2004 2003
$000 $000 $000 $000

FOREIGN CURRENCY HEDGES - ANTICIPATED

TRANSACTIONS (continued)

Non-current

Deferred foreign exchange losses relating to future anticipated

transactions 12,429 956 - -

Amounts receivable under foreign currency hedges relating to

future anticipated transactions 42,862 73,822 - -
55,291 74,778 - -

OTHER FINANCIAL ASSETS

Shares in unlisted companies — at cost 31,260 - - -

Joint venture entities accounted for using the equity method

(refer to Note 31) 2,510 - - -
33,770 - - -

Shares in unlisted companies - current and non-current

Shares in unlisted companies represents a USD$21,538,000 (2003: USD$21,538,000) investment in North America Packaging Corporation,
Inc Series A Cumulative Preferred Stock. This investment arose from the divestment of the North American packaging business in
February 2001. The preferred stock was redeemed in July 2004 at the carrying value including accrued cumulative dividends.

NON-CURRENT RECEIVABLES
Share plan loans — employees, Specified Directors

and Executives 14,418 17,880 14,418 17,880
Provision for net market value adjustment (6,822) (9,107) (6,822) (9,107)
7,596 8,773 7,596 8,773

Loans and other debtors relating to divested businesses 1,967 13,871 - -
Loans to other entities 790 1,632 790 1,627
Other debtors 7,098 491 - -
Tax related amounts owing by wholly-owned entities - - 15,880 -
Other amounts owing by controlled entities - - 1,254,800 1,210,729
17,451 24,767 1,279,066 1,221,129

Share plan loans - employees, Specified Directors and Executives - current and non-current

Share plan loans includes loans to employees, Specified Directors and Executives of the consolidated entity, which are unsecured and
non-interest bearing. Refer to Note 36 for details of the share plans and Note 38 for details of loans to Specified Directors and Executives.

Loans and other debtors relating to divested businesses - current and non-current

Includes interest and non-interest bearing loans for deferred consideration secured by charges over the assets of certain divested
businesses. For material loans, terms of these loans range from less than 12 months to 6 years. Interest rates are fixed and the weighted
average effective interest rate at 30 June 2004 was 8.0% (2003: 5.2%).

Loans to other entities — current and non-current

Includes secured fixed interest bearing loans to employees, Specified Directors and Executives. The weighted average effective interest rate on
interest bearing loans at 30 June 2004 was 5.0% (2003: 5.0%). Refer to Note 38 for details of loans to Specified Directors and Executives.
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15.

16.

17.

NOTES TO THE FINANCIAL STATEMENTS

CONSOLIDATED

FOR THE YEAR ENDED 30 JUNE 2004

SOUTHCORP LIMITED

2004 2003 2004 2003
$°000 $°000 $°000 $°000
NON-CURRENT INVENTORIES
Work in progress — at cost 175,286 216,403 - -
OTHER FINANCIAL ASSETS
Shares in unlisted companies — at cost (refer to Note 13) - 32,255 - -
Joint venture entities accounted for using the equity method
(refer to Note 31) - 3,008 = -
Shares in listed companies — at cost (market value $81,000) - 80 - -
Shares in controlled entities — at cost - - 198,058 198,261
- 35,343 198,058 198,261
PROPERTY, PLANT AND EQUIPMENT
Land and buildings
At cost 246,010 245,736 - -
Accumulated depreciation (58,983) (33,473) - -
187,027 212,263 - -
Plant and equipment
At cost 685,444 688,926 - -
Accumulated depreciation (358,930) (290,946) - -
326,514 397,980 - -
Total property, plant and equipment 513,541 610,243 - -
Reconciliations
Reconciliations of the carrying amounts for each class of
property, plant and equipment are set out below:
Land and buildings
Carrying amount at beginning of year 212,263 239,676 - 250
Additions 1,660 13,666 — -
Disposals (990) (229) - -
Disposals — divested businesses - (29,923) - (250)
Depreciation (2,409) (2,519) - -
Depreciation — divested businesses - (315) - -
Transfers and reclassifications 59 (54) = -
Write-downs (23,637) (6,731) - -
Net foreign currency differences on translation of self-sustaining
operations 81 (1,308) - -
Carrying amount at end of year 187,027 212,263 - -
Land and buildings - current value 277,512 260,679 - -

Land and buildings are measured on the cost basis. The current value stated is based on an internal valuation at 30 June 2004 on the basis

of market value for existing use.




17.

18.

19.

20.

21.

NOTES TO THE FINANCIAL

STATEMENTS

CONSOLIDATED

FOR THE YEAR ENDED 30 JUNE 2004

SOUTHCORP LIMITED

2004 2003 2004 2003
$000 $000 $000 $000

PROPERTY, PLANT AND EQUIPMENT (continued)
Plant and equipment
Carrying amount at beginning of year 397,980 408,829 - 434
Additions 20,118 53,114 - 57
Disposals (1,479) (3,934) - -
Disposals - divested businesses - (8,119 - (114)
Depreciation (44,006) (47,678) - -
Depreciation — divested businesses - (8) - (5)
Transfers and reclassifications (4,265) 111 - (872)
Write-downs (41,480) (2,934) - -
Net foreign currency differences on translation of self-sustaining
operations (354) (1,401) - —
Carrying amount at end of year 326,514 397,980 - -

Plant and equipment subject to finance lease

Plant and equipment includes $33,000 (2003: $572,000) of assets which are held under unsecured finance lease arrangements.

GRAPE VINES
Grape vines — at net market value

174,298

170,474

The consolidated entity has 7,969 hectares (2003: 8,039) of owned land under vine and 351 hectares (2003: 351) of leased land under vine,

located in Australia, France and the USA.

INTANGIBLE ASSETS

Brand names - at cost 605,997 605,997 - -
Provision for diminution in value (240,000) (240,000) - -
365,997 365,997 - -
CURRENT PAYABLES
Trade creditors 247,020 225,995 - -
Other creditors 31,191 28,269 652 2,205
Amount owing to joint venture entities 739 976 - -
Tax related amounts owning to wholly-owned entities — - 8,853 -
Other amounts owing to controlled entities - - 712,557 644,142
278,950 255,240 722,062 646,347
CURRENT INTEREST-BEARING LIABILITIES
Bank overdraft — unsecured - 6,253 - -
Bank loans (refer to Note 42) 44,068 280,000 - -
Lease liabilities (refer to Note 34) 38 311 - -
44106 286,564 - -
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22.

23.

24.

25.

26.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED

SOUTHCORP LIMITED

2004 2003 2004 2003
$°000 $°000 $°000 $°000

CURRENT PROVISIONS

Employee benefits 46,081 33,224 -

Dividends - 74,451 74,451

Divested businesses 12,544 15,549 -

Onerous contracts 3,342 7130 -

Other 11,653 4,470 -
73,620 134,824 74,451

FOREIGN CURRENCY HEDGES - ANTICIPATED

TRANSACTIONS

Current

Deferred foreign exchange gains relating to future anticipated

transactions 40,477 30,963 -

Amounts payable under foreign currency hedges relating to

future anticipated transactions 9,277 1,317 -
49,754 32,280 -

Non-current

Deferred foreign exchange gains relating to future anticipated

transactions 42,862 73,822 -

Amounts payable under foreign currency hedges

relating to future anticipated transactions 12,429 956 -
55,291 74,778 -

NON-CURRENT PAYABLES

Other creditors - 3,527 -

NON-CURRENT INTEREST-BEARING LIABILITIES

Medium term notes (refer to Note 42) 450,000 450,000 -

Bank loans (refer to Note 42) 133,222 70,000 -

Other loans — unsecured 1,164 1,190 -

Lease liabilities (refer to Note 34) - 53 -

584,386 521,243 -

NON-CURRENT PROVISIONS

Employee benefits 12,934 17,390 -

Divested businesses 6,048 6,152 -

Onerous contracts 4,842 10,752 -

Other 100 482 -
23,924 34,776 _




26.

NOTES TO THE FINANCIAL STATEMENTS

CONSOLIDATED

FOR THE YEAR ENDED 30 JUNE 2004

SOUTHCORP LIMITED

2004 2003 2004 2003
$'000 $'000 $'000 $'000

NON-CURRENT PROVISIONS (continued)
Reconciliations - current and non-current
Reconciliations of the carrying amounts for each class of
provision, except for employee benefits, are set out below:
Dividends
Carrying amount at beginning of year 74,451 162,716 74,451 162,716
Adjustment on adoption of AASB 1044 ‘Provisions, Contingent
Liabilities and Contingent Assets’ - (81,361) - (81,361)
Provisions made during the year:

Final dividend 2002 - 81,418 - 81,418

Interim dividend 2003 - 74,451 - 74,451
Payments made during the year (74,451) (162,773) (74,451) (162,773)
Carrying amount at end of year - 74,451 - 74,451
Divested businesses
Carrying amount at beginning of year 21,701 26,439 - -
Provisions made during the year 4,027 10,641 - -
Payments made during the year (5,179) (10,436) - -
Reversal of unused provisions (4,501) (2,220) - -
Transfers and reclassifications 3,000 (1,058) - -
Net foreign currency differences on translation of self-sustaining
operations (456) (1,665) - -
Carrying amount at end of year 18,592 21,701 - -
Onerous contracts
Carrying amount at beginning of year 17,882 - - -
Amount recognised on adoption of AASB 1044 ‘Provisions,
Contingent Liabilities and Contingent Assets’ - 37,277 - -
Payments made during the year (1,023) (10,128) = -
Reversal of unused provisions (8,675) (8,546) - -
Net foreign currency differences on translation of self-sustaining
operations - (726) - -
Carrying amount at end of year 8,184 17,882 - -
Other
Carrying amount at beginning of year 4,952 13,942 - -
Provisions made during the year 10,016 965 - -
Payments made during the year (2,836) (9,825) - -
Reversal of unused provisions (382) (130) - -
Net foreign currency differences on translation of self-sustaining
operations 3 - - _
Carrying amount at end of year 11,753 4,952 - -
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27.

28.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED

CONSOLIDATED

30 JUNE 2004

SOUTHCORP LIMITED

2004 2003 2004 2003
$°000 $°000 $°000 $°000
CONTRIBUTED EQUITY
Share capital
744,508,138 (2003: 744,508,138) ordinary shares fully paid 1,514,282 1,514,282 1,514,282 1,514,282
ISSUE NUMBER OF ISSUE
DATE SHARES PRICE $000
Movements in issued ordinary shares:
Balance 1 July 2002 739,587,688 1,489,947
Exercise of options (@) 10 Jul 02 - 9 Oct 02 970,000 $5.38 5,219
Exercise of options (@) 30 Jul 02 - 8 Oct 02 125,000 $5.17 646
Issue of shares (d) 16 Sep 02 710,000 $5.42 3,848
Exercise of options (b)c) 30 Sep 02 -1 Nov 02 2,865,450 $4.65 13,324
Exercise of options (@ 1 Oct 02 250,000 $5.19 1,298
Balance 30 June 2003 and 30 June 2004 744,508,138 1,514,282

a) Exercise of options granted under the Southcorp Executive Share and Option Plan.

c) Exercise of options granted under the Southcorp Employee Share Plan.

(
(b) Exercise of options granted under the Southcorp International Employee Equity Plan.
(
(¢

d) Issue of shares under the Southcorp Executive Share and Option Plan.

Holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share at

Shareholders’ meetings.

In the event of winding up of the Company, ordinary Shareholders rank after creditors and are fully entitled to any proceeds of liquidation.

CONSOLIDATED

SOUTHCORP LIMITED

2004 2003 2004 2003
$000 $000 $000 $000

RESERVES
Asset revaluation - - - -
Foreign currency translation 7,684 2,901 - -
Total reserves 7,684 2,901 - -
Movements in reserves:
Asset revaluation
Balance at beginning of year - 99,013 - 18,615
Transfer to retained profits (accumulated losses) - (99,013) - (18,615)
Balance at end of year - - - -
Foreign currency translation
Balance at beginning of year 2,901 3,762 - -
Net exchange differences on translation of financial statements
of self-sustaining foreign operations 4,783 (17,026) - -
Net effect on initial adoption of revised AASB 1012
‘Foreign Currency Translation’ - 16,165 - -
Balance at end of year 7,684 2,901 - -

The foreign currency translation reserve records the foreign currency differences arising from the translation of self-sustaining foreign
operations, the translation of transactions that hedge the net investment in foreign operations and the translation of foreign currency
monetary items forming part of the net investment in self-sustaining operations.
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NOTES TO THE FINANCIAL STATEMENTS

CONSOLIDATED

FOR THE YEAR ENDED 30 JUNE 2004

SOUTHCORP LIMITED

2004 2003 2004 2003
$000 $000 $000 $000

RETAINED PROFITS (ACCUMULATED LOSSES)
Retained profits (accumulated losses) at beginning of year (279,629) 664,989 253,507 156,063
Decrease on initial adoption of:
— Revised AASB 1012 ‘Foreign Currency Translation’ - (16,165) - -
— Revised AASB 1028 ‘Employee Benefits’ - (1,019) - -
— AASB 1044 ‘Provisions, Contingent Liabilities and

Contingent Assets’ — onerous contracts - (29,048) - -
Total excluding transactions with owners as owners - (46,232) - -
Increase on initial adoption of AASB 1044 ‘Provisions,
Contingent Liabilities and Contingent Assets’ — dividends = 81,361 - 81,361
Transfer from asset revaluation reserve - 99,013 - 18,615
Net profit (loss) attributable to members of Southcorp Limited 46,237 (922,891) 38,106 153,337
Total available for appropriation (233,392) (123,760) 291,613 409,376
Dividends recognised during the year - (155,869) - (155,869)
Retained profits (accumulated losses) at end of year (233,392) (279,629) 291,613 253,507
OUTSIDE EQUITY INTERESTS
At end of year the following represents the outside equity
interests in controlled entities:
Issued capital 24 24 - -
Retained profits (accumulated losses) (1) (1) - -

23 23 - -
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32.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED

2004 2003
$°000 $°000
INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD
Results of joint venture entities
Share of loss from ordinary activities before income tax expense (464) (493)
Share of income tax expense relating to ordinary activities - -
Share of equity accounted net loss (464) (493)
Share of post-acquisition accumulated losses and reserves attributable to joint venture entities
Accumulated losses
Share of accumulated losses at beginning of year (702) (989)
Share of net loss equity accounted (464) (493)
Joint venture entity now consolidated - 780
Share of accumulated losses at end of year (1,166) (702)
Foreign currency translation reserve
Share of foreign currency translation reserves at beginning of year (518) (227)
Share of decrement in foreign currency translation reserves (34) (323)
Joint venture entities now consolidated - 32
Share of foreign currency translation reserve at end of year (552) (518)
Movements in carrying amount of investments in joint venture entities
Carrying amount of investments at beginning of year 3,008 1,576
Share of joint venture entities net loss (464) (493)
Additional investment in joint venture entities - 2,248
Share of decrement in reserves (34) (323)
Carrying amount of investments at end of year 2,510 3,008

Share of joint venture entities contingent liabilities, lease and capital commitments
There are no material contingent liabilities, lease or capital commitments at 30 June 2004 (2003: $Nil).

OWNERSHIP CONSOLIDATED INVESTMENT
INTEREST CARRYING AMOUNT
2004 2003 2004 2003
NAME PRINCIPAL ACTIVITIES % % $°000 $°000
DETAILS OF INVESTMENTS IN JOINT VENTURE ENTITIES
RMRE LLC Production and sale of wine 50 50 685 1,207
RMRE Australian Partnership Production and sale of wine 50 50 1,825 1,801
2,510 3,008

Subsequent to the reporting date, the joint venture partners agreed to terminate the joint ventures. Under the termination arrangements

Southcorp will acquire 100% of the Talomas brand and Robert Mondavi will acquire 100% of the Kirralaa brand.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2004

UNALLOCATED &

THE INTER-SEGMENT
PRIMARY REPORTING - GEOGRAPHIC SEGMENTS AUSTRALASIA UK/EUROPE AMERICAS ELIMINATIONS TOTAL
SEGMENT REPORTING
2004 ($°000)
Revenue
Sales to external customers 425,066 267,874 369,253 - 1,062,193
Inter-segment sales 429,760 - - (429,760) -
Other revenue 89,048 2,314 2,459 - 93,821
Segment revenue 943,874 270,188 371,712 (429,760) 1,156,014
Unallocated 2,623 2,623
Total revenue 943,874 270,188 371,712 (427,137) 1,158,637
Result
EBIT pre significant items 60,515 33,023 82,785 - 176,323
Significant items (89,637) (1,394) (6,054) - (97,085)
Earnings before interest and tax (29,122) 31,629 76,731 - 79,238
Net interest and other borrowing costs (42,494) (42,494)
Profit (loss) from ordinary activities before income tax (29,122) 31,629 76,731 (42,494) 36,744
Income tax benefit 9,493 9,493
Profit (loss) from ordinary activities after income tax (29,122) 31,629 76,731 (33,001) 46,237
Assets
Segment assets 1,655,545 141,583 164,497 365,997 2,327,622
Unallocated assets 136,350 136,350
Consolidated total assets 1,655,545 141,583 164,497 502,347 2,463,972
Liabilities
Segment liabilities (344,141) (49,835) (58,097) - (452,073)
Unallocated liabilities (723,302) (723,302)
Consolidated total liabilities (344,141) (49,835) (58,097) (723,302) (1,175,375)
Other disclosures
Acquisition of segment non-current assets 25,426 117 443 - 25,986
Depreciation and amortisation of segment assets (45,560) (260) (595) - (46,415)
Other non-cash expenses (101,199) (4,802) (1,234) - (107,235)
Share of net profit (loss) from joint venture entities 24 - (488) - (464)
Investments in joint venture entities 1,825 - 685 - 2,510
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NOTES TO THE FINANCIAL STATEMENTS  ror THE YEAR ENDED 30 JUNE 2004

UNALLOCATED &

THE INTER-SEGMENT
PRIMARY REPORTING - GEOGRAPHIC SEGMENTS AUSTRALASIA UK/EUROPE AMERICAS ELIMINATIONS TOTAL

. SEGMENT REPORTING (continued)
2003 ($°000)
Revenue
Sales to external customers 412,789 280,298 411,765 - 1,104,852
Inter-segment sales 530,129 - - (530,129) -
Other revenue 64,926 2,978 893 - 68,797
Segment revenue 1,007,844 283,276 412,658 (530,129) 1,173,649
Divested businesses 55,809 55,809
Unallocated 6,327 6,327
Total revenue 1,007,844 283,276 412,658 (467,993) 1,235,785
Result
EBITA pre significant items 27192 (7,382) 98,079 - 117,889
Amortisation of goodwill (36,805) (36,805)
EBIT pre significant items 27192 (7,382) 98,079 (36,805) 81,084
Significant items (7,693) (17,767) (47,280) (905,093) (977,833)
Earnings before interest and tax 19,499 (25,149) 50,799 (941,898) (896,749)
Net interest and other borrowing costs (44,463) (44,463)
Profit (loss) from ordinary activities before income tax 19,499 (25,149) 50,799 (986,361) (941,212)
Income tax benefit 18,321 18,321
Profit (loss) from ordinary activities after income tax 19,499 (25,149) 50,799 (968,040) (922,891)
Assets
Segment assets 1,805,184 144,002 177,325 365,997 2,492,508
Unallocated assets 164,190 164,190
Consolidated total assets 1,805,184 144,002 177,325 530,187 2,656,698
Liabilities
Segment liabilities (385,041) (55,395) (63,408) - (503,844)
Unallocated liabilities (915,277) (915,277)
Consolidated total liabilities (385,041) (55,395) (63,408) (915,277) (1,419,121)
Other disclosures
Acquisition of segment non-current assets 71,789 1,935 111 - 73,835
Depreciation and amortisation of segment assets (48,346) (1,146) (705) (36,805) (87,002)
Other non-cash expenses (42,919) (10,596) (19,998) - (73,513)
Share of net profit (loss) from joint venture entities 101 - (594) - (493)
Investments in joint venture entities 1,801 - 1,207 - 3,008

Compilation of segment information

Segment accounting policies are the same as the consolidated entity’s policies described in Note 1. The consolidated entity operates in the
wine industry and the primary segment is geographic. Inter-segment pricing is determined on an arm’s length basis.

Segment results, assets and liabilities include items directly attributable to a segment and those that can be allocated on a reasonable basis.
Interest revenue and net interest and other borrowing costs are not allocated to segments as the financing function for the group is managed
centrally. Goodwill amortisation for the previous year of $36,805,000 has not been allocated across the segments.

Previous year unallocated significant items comprise of write-down and forgiveness of employee share plan loans, net loss on previously
divested businesses and write-down in value of intangibles.

Segment assets and liabilities are based on their geographic location. Segment revenue includes sales and other revenue and is based on
the geographical location of customers, except for inter-segment sales which is based on location of manufacture:

e Australasia - Viticulture, production and sale of wine.
e UK/Europe - Customers for wine mainly exported from Australia with some viticulture and production of wine in France.
e The Americas — Customers for wine mainly exported from Australia with some viticulture and production of wine in the USA.
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NOTES TO THE FINANCIAL STATEMENTS

CONSOLIDATED

FOR THE YEAR ENDED 30 JUNE 2004

SOUTHCORP LIMITED

2004 2003 2004 2003
$000 $000 $000 $000
LEASE COMMITMENTS
Operating leases
Expenditure contracted but not provided for:
Within one year 13,677 14,474 - -
One year or later and no later than five years 22,724 23,984 - -
Later than five years 9,233 9,115 - -
45,634 47,573 - -

The consolidated entity leases property, plant and equipment under operating leases. These lease arrangements include normal commercial

terms and conditions, including renewal rights, purchase options and escalation clauses where appropriate. No material restrictions, or

contingent rental payments are imposed by these arrangements.

Finance leases
Expenditure contracted but not provided for:

Within one year 40 330 - -

One year or later and no later than five years - 54 - -
40 384 - -

Less: Future lease finance charges 2) (20) - -
38 364 - -

Lease liabilities provided for in the financial statements:

Current (refer to Note 21) 38 311 - -

Non-current (refer to Note 25) - 53 - -
38 364 - -

The consolidated entity leases property, plant and equipment under finance leases. These lease arrangements include normal commercial

terms and conditions, purchase options/obligations and market interest rates. No material restrictions are imposed by these arrangements.

CAPITAL AND OTHER EXPENDITURE COMMITMENTS

Capital expenditure
Expenditure contracted but not provided for:

Within one year 1,381 2,400 - -

Other expenditure including service contracts

Expenditure contracted but not provided for:

Within one year 3,039 3,126 - -

One year or later and no later than five years 2,212 5,251 - -
5,251 8,377 - -

EMPLOYEE BENEFITS

Aggregate liability for employee entitlements,

including on-costs

Current (refer to Note 22) 46,081 33,224 - -

Non-current (refer to Note 26) 12,934 17,390 - -

59,015 50,614 - -

Number of employees

Full-time equivalents at end of year:

Permanent 2,235 2,284 - -

Casual 262 216 - -
2,497 2,500 - -
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36.

NOTES TO THE FINANCIAL STATEMENTS  ror THE YEAR ENDED 30 JUNE 2004

EMPLOYEE BENEFITS (continued)

Superannuation funds

The consolidated entity contributes to a number of superannuation funds in Australia, New Zealand, the United States and other countries
where it operates. The funds provide benefits either on a defined benefit or accumulation basis for employees on retirement, resignation or
disablement, or to their dependants or nominated beneficiaries on death.

Contributions by the consolidated entity are as set out in the relevant trust deeds or in accordance with industrial agreements or legislation,
subject to the right to reduce, suspend or terminate contributions as specified in the relevant trust deeds. Member contributions are at
varying rates, depending on the underlying requirements of the trust deed or award.

The majority of members receive accumulation benefits, however the primary fund (Plum Superannuation Fund for Southcorp Employees) is
classified as a defined benefit fund because a number of members receive defined benefits.

The benefits provided by defined benefit funds are based on length of service or membership and salary of the member at or near
retirement. Vested benefits are benefits that members are entitled to receive had they terminated their fund membership as at the reporting
date. The liability for accrued benefits represents the fund’s present obligation to pay benefits to members and is calculated by an actuary
on the basis of the present value of expected future payments arising from membership of the fund.

Contributions by the consolidated entity generally vary according to the assets of the fund and actuarial advice and may be reduced or
even cease when a fund is in actuarial surplus. Independent actuarial assessments of the funds are carried out at regular intervals not
exceeding 3 years.

The net market value of fund assets, accrued benefits and vested benefits of the only material fund and the aggregate of all defined
benefit funds are:

CONSOLIDATED

2004 2003

$000 $000
Plum Superannuation Fund for Southcorp Employees (a)
Net market value of fund assets 95,021 86,634
Accrued benefits (93,571) (86,028)
Excess of fund assets over accrued benefits 1,450 606
Vested benefits 93,571 86,028
Aggregate totals for all funds (a)
Net market value of fund assets 98,825 90,264
Accrued benefits (99,260) (93,101)
Excess (deficiency) of fund assets over accrued benefits (b) (435) (2,837)
Vested benefits 97,345 89,833
Employer contributions paid to the funds 12,291 14,106
Employer contributions payable to the funds 3,179 3,602

(@ The 2004 amounts are calculated as at 30 June 2004 based on reports obtained from the fund managers. The comparative amounts are
as at 30 June 2003 on the same basis.

(b) Employer contributions to fund this deficiency have been provided for in the statements of financial position.
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NOTES TO THE FINANCIAL STATEMENTS  ror tHE YEAR ENDED 30 JUNE 2004

EMPLOYEE BENEFITS (continued)
Executive share and option plan

The Southcorp Executive Share and Option Plan was approved by Shareholders at the Company’s Annual General Meeting on 24 November
1995 to offer ordinary shares and options over unissued ordinary shares.

At times determined by the Directors, the Company may offer shares or options to selected executives at the weighted average market price
on the date of issue. The shares or options shall have such conditions attached as determined by the Directors, including share price or
financial performance hurdles and continuity of employment with the consolidated entity. If the conditions are not met, the shares will be
forfeited or the options will lapse with no benefit to the executive.

Interest free loans are provided to purchase the shares which are held by the Trustee on behalf of participating executives for a period of at
least 3 years (unless employment ceases) and until specific conditions have been satisfied. Participating executives are not permitted to deal
in the shares unless the restriction period has expired and all of the conditions have been met. Loans are repayable from dividend income
earned by the shares acquired under the plan. On cessation of employment, the loan is repayable from the proceeds of sale of the relevant
shares, however there is no recourse to the employee in the event of a shortfall.

Each participating executive may direct the Trustee how the voting rights attached to the shares allocated to the executive are to be
exercised. In the absence of instructions, the Trustee cannot exercise the voting rights.

Options are granted for no monetary consideration to the participating executives for a period of at least 2 years. Options will lapse if the
specific conditions are not met, on or shortly after the cessation of employment of the option holder or on the expiry date of the options.
There are no voting rights attached to the options or the unissued shares. Voting rights will be attached to the underlying shares when the
options have been exercised and the shares issued.

Details of shares and options over unissued ordinary shares as at the beginning and ending of the reporting period and movements during
the year are set out on pages 56 and 57.

Employee share plans

The Southcorp Employee Share Plan was approved by Shareholders at the Company’s Annual General Meeting on 24 November 1995.
Eligible Australian and New Zealand based employees have entitiements under this Plan. Eligible employees based in other countries have
entitlements under the Southcorp International Employee Equity Plan which was approved by Shareholders at the Company’s Annual
General Meeting on 21 November 1997.

Participation under these plans is available to all permanent full-time and part-time employees of the consolidated entity who have a
minimum of 6 months service. Participation is also subject to applicable securities and taxation laws in the countries in which the
employee resides.

The following offers may be made to employees:

(@) An offer of fully paid shares, to be held by a trustee on behalf of employees for a minimum of not less than 3 years.

(b) An offer of options to be granted directly to the employee, which may be exercised after a minimum period to acquire fully paid shares in
the Company.

(c) An offer of options to be granted to a trustee and held on behalf of employees. After a minimum period, the employee may request the
trustee to exercise the options, sell the shares and remit any surplus on sale to the employee.

Offers under these plans may be made once in each calendar year, unless otherwise determined by the Directors. The maximum number of
shares or options offered to any employee in each offer is 1,000.

Shares are issued at a price not less than 85% of the prevailing market price at the time of issue and an interest free loan may be offered to
purchase the shares. Dividends are applied to repay the loan. On cessation of employment, the loan is repayable from the proceeds of sale
of the relevant shares, however there is no recourse to the employee in the event of a shortfall.

Each participating employee may direct the Trustee how the voting rights attached to the shares allocated to the employee are to be
exercised. In the absence of instructions, the Trustee cannot exercise the voting rights.

Options are granted for no monetary consideration but at an exercise price not less than 85% of the prevailing market price at the time of
granting the options. There are no voting rights attached to the options or the unissued shares. Voting rights will be attached to the
underlying shares when the options have been exercised.

Details of shares and options over unissued ordinary shares as at the beginning and ending of the reporting period and movements during
the year are set out on pages 56 and 57.
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NOTES TO THE FINANCIAL STATEMENTS

EMPLOYEE BENEFITS (continued)

Summary of options over unissued ordinary shares

FOR THE YEAR ENDED 30 JUNE 2004

EXERCISE ON ISSUE FAIR VALUE NUMBER OF OPTIONS
EXERCISE ~ DATE ON EXPIRY 30 JUNE OPTIONS OPTIONS DATE ~ PERSHARE  OPTIONS AT 30 JUNE 2004
GRANTDATE NOTE PRICE  ORAFTER DATE 2003 GRANTED EXERCISED EXERCISED ISSUED (e) LAPSED  ONISSUE VESTED
Southcorp Executive Share and Option Plan
30 Oct 98 $5.17 1Jan02 30 Sep 03 55,000 - - - - 55,000 - -
28 Jan 99 $5.19 1Jan02 30 Sep 03 25,000 - - - - 25,000 - -
12Nov99 (a) $5.38 1Jan03 30Sep09 295,000 - - - - 30,000 265,000 265,000
21Jun00 (@ $4.59 1Jul03 30 Sep 09 75,000 - - - - - 75,000 75,000
2Apr01 (o) $6.50 1Jul04 31 Dec 10 75,000 - - - - - 75,000 -
100ct01 (d) $7.19 1Jan05 30Jun11 685,000 - - - - 30,000 655,000 -
16Sep 02 (d) $5.42 30Sep 05 30Juni12 610,000 - - - - - 610,000 -
300ct03 (d) $2.83 300ct03 30 Oct08 - 1,000,000 - - - - 1,000,000 -
300ct03 (d) $2.85 300ct03 30 Oct08 - 600,000 - - - - 600,000 -
1,820,000 1,600,000 - 140,000 3,280,000 340,000
Southcorp Employee Share Plan
1 Nov 99 $4.65 1Nov02 9 Sep03 343,100 - - - - 343,100 - -
Southcorp Managing Director Share Option Deed
290ct99 (c) $5.47 290ct02 280ct04 333,334 - - - - - 333,334 333,334
2 Nov 01 $6.83 02 Nov04 2Feb04 2,000,000 - - - - 2,000,000 - -
150ct03 (d) $3.36 150ct03 15 Oct 08 - 2,000,000 - - - - 2,000,000 -
2,333,334 2,000,000 - 2,000,000 2,333,334 333,334
Southcorp Executive Director Share Option Deed
150ct 03 (d) $3.20 150ct03 15 Oct 08 - 250,000 - - - - 250,000 -

Notes to options over unissued ordinary shares

(@) Exercising is conditional on the Company’s earnings per share being equal to or greater than prescribed amounts and these targets have
been achieved.

(b) Exercising is conditional on the Company’s earnings per share being equal to or greater than prescribed amounts, which to date have
not been achieved.

(c) Exercising is conditional on the Company’s closing share price on the ASX being equal to or greater than prescribed amounts and these
targets have been achieved. These options are held by GJ Kraehe.

(d) Exercising is conditional on the Company’s closing share price on the ASX being equal to or greater than prescribed amounts, which to
date have not been achieved.

(e) Fair value of shares issued during the reporting period is the market price of the Company on the Australian Stock Exchange using the
volume weighted average price on each of the issue dates. For multiple issue dates, the weighted average market price of each issue date
has been used.




36.

37.

2004

o
NOTES TO THE FINANCIAL STATEMENTS  ror THE YEAR ENDED 30 JUNE 2004 o
©
=
EMPLOYEE BENEFITS (continued) z
Summary of movements in the share plans ©
FAIR VALUE SHARES FAIR VALUE CLOSING BALANCE .
NUMBER SHARES ISSUED  PER SHARE DISTRIBUTED PER SHARE AT 30 JUNE 2004 °
ISSUE ISSUE  OF SHARES AT DURING OF SHARES ~ SHARES DURING DATES DISTRIBUTED FAIR VALUE <
DATE NOTE PRICE 30 JUNE 2003 THE YEAR ISSUED () FORFEITED  THE YEAR DISTRIBUTED C) NUMBER  PER SHARE .
(o]
[%2]
Southcorp Executive Share and Option Plan
19Dec95 (a) $3.04 119,000 - - - - - - 119,000 $3.14
10Oct01 (b) $7.19 2,000,000 - - 400,000 - - - 1,600,000 $3.14
16Sep 02 (b) $5.42 665,000 - - 180,000 - - - 485,000 $3.14
2,784,000 - 580,000 - 2,204,000
Southcorp Employee Share Plan
31 May 96 (c) $2.68 348,650 - - - 43,400 10 Jul 03 - 30 Jun 04 $3.07 305,250 $3.14
26 May 97 (c) $3.83 456,100 - - - 53,400 10 Jul 03 - 30 Jun 04 $3.06 402,700 $3.14
804,750 - - 96,800 707,950

Notes to summary of movements in the share plans

@

targets have been achieved.

(o)

which to date have not been achieved.
(c)
(d)

The three year holding period from the date of issue elapsed in a prior period.

Vesting of shares is conditional on the Company’s earnings per share being equal to or greater than prescribed amounts and these

Vesting of shares is conditional on the Company’s closing share price on the ASX being equal to or greater than prescribed amounts,

Fair value of shares issued or distributed during the reporting period is the market price of the Company on the Australian Stock Exchange

using the volume weighted average price on each of the dates. For multiple distribution dates, the weighted average market price of each

distribution date has been used.

CONSOLIDATED

SOUTHCORP LIMITED

2004 2003 2004 2003
$000 $000 $000 $°000
AUDITORS’ REMUNERATION
Audit
Auditors of Southcorp Limited - KPMG
— Audit and review of the financial reports 871 1,511 10 20
— Other regulatory audit services 4 28 - -
875 1,539 10 20
Assurance and other services
Auditors of Southcorp Limited - KPMG
— Taxation compliance services 127 155 - -
— Taxation advisory services 143 183 - -
— Other assurance services 51 507 - -
— Other 31 61 - -
352 906 - -
Total auditors’ remuneration 1,227 2,445 10 20
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NOTES TO THE FINANCIAL STATEMENTS  ror THE YEAR ENDED 30 JUNE 2004

DIRECTOR AND EXECUTIVE DISCLOSURES

Directors

The following persons were Directors of Southcorp Limited (‘Specified Directors’) during the financial year:
Non-Executive Directors Executive Directors

TB Finn, Chairman JC Ballard, Managing Director and Chief Executive Officer
RI Oatley, Deputy Chairman TP Burnet, President, Southcorp Wines, The Americas (Resigned 23 July 2004)
DR Argus (Resigned 27 August 2003)

S Gerlach

HA Lynch

JW Murphy (Appointed 14 October 2003)

AG Oatley

EJJ Pope (Appointed 14 October 2003)

RFE Warburton (Retired 14 October 2003)

Executives

Together with the Executive Directors, the following persons were the Executives with the greatest authority for management of the
consolidated entity (‘Specified Executives’) during the financial year:

Name Position Employer

AJ Burck (Appointed 1 September 2003) EGM, Chief Marketing Officer Southcorp Wines Pty Limited

MJ East Managing Director, Australasia Southcorp Wines Pty Limited
MM Hudson Chief General Counsel and Company Secretary Southcorp Limited

SJ McClintock Chief Financial Officer Southcorp Limited

JP Wilkinson President, Southcorp Wines Europe Southcorp Wines Europe Limited

Remuneration principles

The Company adopts and complies with remuneration policies that attract, retain and motivate high-calibre Directors and Executives to
pursue the long-term growth and success of the Company.

The maximum fees payable by the Company to Directors in total is $1,100,000 per annum. The amount may not be increased without
Shareholder approval. Executive Directors do not receive fees.

The Company has implemented a revised remuneration framework for Executives which has three components comprising fixed remuneration,
short and long-term incentives. Executive remuneration and other terms of employment are reviewed by the Remuneration Committee annually.

Fixed remuneration

Fixed remuneration is the base pay reward that an Executive receives and usually consists of salary, superannuation or pension. It may also
include motor vehicle and other benefits (for example wine allowance, medical insurance). An Executive’s fixed remuneration is determined
with reference to the scope and nature of the role and the individual’s performance and experience. Data for comparable roles is used to
ensure that fixed remuneration reflects market practice and regional conditions.

Short-term incentive

The short-term incentive requires Executives to achieve specific financial and individual targets and objectives. These targets and objectives
are set at group, divisional and regional levels as appropriate. The mix of individual and financial objectives applying to an individual will vary
depending on the region and function. Targets are set by the Remuneration Committee and reflect strategic business plans and operating
targets. The targets are set using data for comparable roles, to ensure that the levels of expected incentive and performance reflect market
practice and regional conditions. The primary measure of financial performance is EBITA.

For the current financial year the short-term incentive targets for the Executive Directors and Specified Executives were met in full with the
exception of Mr TP Burnet where the targets were only partially achieved. The amounts of the incentives are as detailed in the table on
page 59 for each Specified Director and Executive.

Long-term incentives

The Company’s Executive Share and Option Plan was approved by Shareholders at the 1995 Annual General Meeting. Since then a number of
shares have been issued and options granted which have been made in accordance with the rules of that plan. All issues under the plan have
had share price and other financial performance thresholds that must be achieved before the award vests. The thresholds vary depending
upon the date of issue and the share price at that time. Options granted to Specified Executives in the current year are detailed on page 61.

The Company intends to revise the long-term incentive strategy to further align growth in Shareholder value with executive reward.

Additional disclosures in relation to the Company’s remuneration principles and policies and the activities of the Remuneration Committee
are detailed in the Corporate Governance Statement.



38.

NOTES TO THE FINANCIAL STATEMENTS

DIRECTOR AND EXECUTIVE DISCLOSURES (continued)

Details of remuneration

Details of remuneration of each Specified Director and Executive are set out in the following tables:

FOR THE YEAR ENDED 30 JUNE 2004

PRIMARY POST-EMPLOYMENT EQUITY
CASH SALARY SHORT-TERM ~ NON-MONETARY SUPER- RETIREMENT VALUE OF OPTIONS
AND FEES INCENTIVE BENEFITS ANNUATION BENEFITS AND SHARES TOTAL

2004 $ $ $ $ $ $ $
Specified Directors
Non-Executive Directors
TB Finn 250,000 - 6,407 25,625 - - 282,032
RI Oatley 125,000 - 6,407 - - - 131,407
DR Argus 15,555 - 6,407 2,178 185,624 - 209,764
S Gerlach 98,000 - 6,407 11,188 - - 115,595
HA Lynch 112,663 - 6,407 11,490 - - 130,560
JW Murphy 72,194 - 4,447 6,498 - - 83,139
AG Oatley 98,000 - 6,407 10,045 - - 114,452
EJJ Pope 68,870 - 4,447 6,198 - - 79,515
RFE Warburton 27,613 - 6,407 3,866 - - 37,886

867,895 - 53,743 77,088 185,624 - 1,184,350
Executive Directors
JC Ballard 1,347,048 980,000 70,620 11,002 - 288,456 2,697,126
TP Burnet 968,133 94,340 54,595 45,518 - 126,271 1,288,857
Total 3,183,076 1,074,340 178,958 133,608 185,624 414,727 5,170,333
Specified Executives
AJ Burck 323,600 133,333 45,429 - - 118,791 621,153
MJ East (a) 350,165 210,866 33,983 27,189 - 69,712 691,915
MM Hudson (a) 481,365 190,000 70,383 95,000 - 86,138 922,886
SJ McClintock 603,906 325,000 8,127 36,754 - 201,825 1,175,612
JP Wilkinson (a) 283,890 300,000 421,388 40,800 - 44,153 1,090,231
Total 2,042,926 1,159,199 579,310 199,743 - 520,619 4,501,797

(a) Value of options and shares for these Specified Executives is the pro-rata amount attributable to the current financial year of shares issued

under the Southcorp Executive Share and Option Plan in prior years.

Total remuneration of Specified Directors and Executives for the year ended 30 June 2003 and information for individuals is not shown as
this is the first financial report since the issue of AASB 1046 ‘Director and Executive Disclosures by Disclosing Entities’.
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38.

NOTES TO THE FINANCIAL STATEMENTS  ror THE YEAR ENDED 30 JUNE 2004

DIRECTOR AND EXECUTIVE DISCLOSURES (continued)
Service agreements

Remuneration and other terms of employment for Executive Directors and Specified Executives are formalised in service agreements. Details
of remuneration disclosed on page 59 are consistent with the terms of the agreements. All agreements require remuneration to be reviewed
annually. Termination benefits disclosed below do not apply in cases of misconduct or other specified circumstances.

JC Ballard
(i) Term of agreement — no specified term.
(i) Mr Ballard’s employment may be terminated:
e by the Company if he is prevented by illness or injury from performing his duties for a continuous period of 6 months;
e by Mr Ballard if the Company breaches its obligations under his agreement or if there is a downgrading of his position,
responsibilities, functions or status in the Company that is materially inconsistent with his present position.
In each of the above cases, Mr Ballard is entitled to 12 months fixed remuneration and non-monetary benefits plus a pro-rata entitlement
to any short-term incentive where the hurdles for achievement are met.
TP Burnet
(i) On 23 July 2004, Mr TP Burnet resigned as a Director and President, Southcorp Wines, The Americas. The Company has agreed to
continue to pay Mr Burnet’s base salary and certain benefits until the earlier of 30 June 2005 or the date he commences new full-time
employment. In the event of Mr Burnet’s base salary with his new employer is less than 75% of the base paid by Southcorp, the
Company has agreed to make up the difference until 30 June 2005. The maximum amount payable under these arrangements will
be USD$650,000.
AJ Burck
(i) Term of agreement — 2 years commencing 1 September 2003. The Company has an option to extend the term for a further two
1-year periods.
(i) Remuneration includes expatriate benefits, including the cost of repatriating Mr Burck at the end of his appointment.
(iii) If the option to extend the term is not exercised by the Company, payment of 12 months total remuneration as defined in the agreement
(fixed remuneration plus allowances) is required.
(iv) Mr Burck’s employment may be terminated:
e by the Company at any time;
e by Mr Burck if there is a downgrading of his position, responsibilities, functions or status in the Company that is materially
inconsistent with his present position.
In each of the above cases, Mr Burck is entitled to total remuneration as defined in his employment agreement (fixed remuneration plus
allowances) for the greater of the remaining period of his contract or 12 months.
MJ East
() Term of agreement — no specified term.
(i) Mr East’s employment may be terminated with 3 months notice or payment of 3 months total remuneration (fixed remuneration and
non-monetary benefits) plus a pro-rata entitlement to any short-term incentive where the hurdles for achievement are met.
MM Hudson
(i) Term of agreement — no specified term.
(i) Mr Hudson’s employment may be terminated with 3 months notice or payment of 3 months total remuneration (fixed remuneration and
non-monetary benefits) plus a pro-rata entitlement to any short-term incentive where the hurdles for achievement are met.
SJ McClintock
(i) Term of agreement — no specified term.
(i) Mr McClintock’s employment may be terminated:
e by the Company if he is prevented by illness or injury from performing his duties for a continuous period of 6 months;
e by Mr McClintock if the Company breaches its obligations under his agreement or if there is a downgrading of his position,
responsibilities, functions or status in the Company that is materially inconsistent with his present position.
In each of the above cases, Mr McClintock is entitled to 12 months fixed remuneration and non-monetary benefits plus a pro-rata
entitlement to any short-term incentive where the hurdles for achievement are met.
JP Wilkinson
(i) Term of agreement — no specified term.
(i) Remuneration includes expatriate benefits, including the cost of repatriating Mr Wilkinson at the end of his appointment.

(i) Mr Wilkinson’s employment may be terminated by either he or the Company giving the other 3 months notice. If notice is given by the
Company, Mr Wilkinson is entitled to 12 months total remuneration (fixed remuneration and non-monetary benefits).
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NOTES TO THE FINANCIAL STATEMENTS  ror tHE YEAR ENDED 30 JUNE 2004

DIRECTOR AND EXECUTIVE DISCLOSURES (continued)
Options provided as remuneration

Details of options over ordinary shares provided as remuneration to Specified Directors and Executives during the year ended 30 June 2004
are set out below. When exercisable, each option is convertible into one ordinary share of Southcorp Limited. Further information on options
is set out in Note 36.

EXERCISE VALUE

OPTIONS EXERCISE DATE ON EXPIRY PER OPTION AT OPTIONS

GRANT DATE GRANTED PRICE OR AFTER DATE GRANT DATE VESTED

Executive Directors
JC Ballard 15 Oct 03 2,000,000 $3.36 15 Oct 05 15 Oct 08 $0.41 -
TP Burnet 15 Oct 03 250,000 $3.20 15 Oct 06 15 Oct 08 $0.63 -
Specified Executives
AJ Burck 30 Oct 03 600,000 $2.85 30 Oct 05 30 Oct 08 $0.59 -
SJ McClintock 30 Oct 03 1,000,000 $2.83 30 Oct 05 30 Oct 08 $0.60 -

Mr JC Ballard holds 2,000,000 options granted on 15 October 2003, as approved by Shareholders at the Annual General Meeting held on
14 October 2003. The options will be exercisable at $3.36 per share, which was the weighted average price of the Company’s shares on the
Australian Stock Exchange over the five trading days before 20 March 2003, the date of Mr Ballard’s appointment.

The options will be exercisable on or after 15 October 2005 if the Company’s share price increases to pre-determined amounts
(666,000 at $5.05; 666,000 at $6.73 and 668,000 at $8.41) for defined periods. The options will lapse if the share price targets are not
achieved prior to the expiry date of the options on 15 October 2008 or earlier if employment ceases.

Mr TP Burnet’s options have lapsed following his resignation on 23 July 2004.

Mr AJ Burck holds 600,000 options granted on 30 October 2003, as approved by the Directors of the Company. The options will be
exercisable at $2.85 per share, which was the weighted average price of the Company’s shares on the Australian Stock Exchange over the
five trading days before 7 August 2003, the date of the Company’s offer of employment to Mr Burck.

The options will be exercisable on or after 30 October 2005 if the Company’s share price increases to pre-determined amounts
(200,000 at $4.27; 200,000 at $5.70 and 200,000 at $7.12) for defined periods. The options will lapse if the share price targets are not
achieved prior to the expiry date of the options on 30 October 2008 or earlier if employment ceases.

Mr SJ McClintock holds 1,000,000 options granted on 30 October 2003, as approved by the Directors of the Company. The options will be
exercisable at $2.83 per share, which was the weighted average price of the Company’s shares on the Australian Stock Exchange over the
five trading days before 17 June 2003, the date of the Company’s offer of employment to Mr McClintock.

The options will be exercisable on or after 30 October 2005 if the Company’s share price increases to pre-determined amounts

(833,000 at $4.24; 333,000 at $5.67 and 334,000 at $7.09) for defined periods. The options will lapse if the share price targets are not
achieved prior to the expiry date of the options on 30 October 2008 or earlier if employment ceases.
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38.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2004

DIRECTOR AND EXECUTIVE DISCLOSURES (continued)

Option holdings

Details of the numbers of options over ordinary shares in the Company held by each Specified Director and Executive are set out below.

VESTED AND
BALANCE GRANTED AS OPTIONS NET OTHER BALANCE EXERCISABLE

1 JULY 2003 REMUNERATION EXERCISED CHANGES 30 JUNE 2004 AT 30 JUNE 2004

Executive Directors

JC Ballard - 2,000,000 - - 2,000,000 -

TP Burnet (a) 250,000 250,000 - - 500,000 -

Specified Executives

AJ Burck - 600,000 - - 600,000 -

SJ McClintock - 1,000,000 - - 1,000,000 -

(@ Mr TP Burnet’s options have lapsed following his resignation on 23 July 2004.

Shareholdings in the Company

Details of the numbers of shares held by each Specified Director and Executive, including their personally-related entities, are set out below.

RECEIVED ON
BALANCE RECEIVED AS EXERCISE OF NET OTHER BALANCE

1 JULY 2003  REMUNERATION OPTIONS CHANGES 30 JUNE 2004
Non-Executive Directors
TB Finn 23,960 - - - 23,960
RI Oatley 141,149,024 - - - 141,149,024
DR Argus 83,000 - - (@) n/a
S Gerlach 33,729 - - 10,000 43,729
HA Lynch 20,317 - - - 20,317
JW Murphy - - - - -
AG Oatley 141,149,024 - - - 141,149,024
EJJ Pope - - - 5,000 5,000
RFE Warburton 16,613 - - (b) n/a
Executive Directors
JC Ballard 20,000 - - 230,000 250,000
TP Burnet - - - - -
Specified Executives
AJ Burck - - - 10,000 10,000
MJ East (c) 100,000 - - - 100,000
MJ East 1,650 - - - 1,650
MM Hudson (c) 100,000 - - - 100,000
MM Hudson 9,000 - - - 9,000
SJ McClintock 2,221 - - 5,279 7,500
JP Wilkinson (c) 50,000 - - - 50,000

(@) DR Argus resigned on 27 August 2003 and details after this date are not required.
(b) RFE Warburton retired on 14 October 2003 and details after this date are not required.
(c) The above shares were issued under the terms of the Southcorp Executive Share and Option Plan as set out in Note 36.
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NOTES TO THE FINANCIAL STATEMENTS  ror tHE YEAR ENDED 30 JUNE 2004

DIRECTOR AND EXECUTIVE DISCLOSURES (continued)
Loans to Specified Directors and Executives

Details of loans to Specified Directors and Executives are set out below.

HIGHEST
BALANCE
BALANCE INTEREST BALANCE DURING
1 JULY 2003 ADVANCES REPAYMENTS CHARGED 30 JUNE 2004 THE YEAR
$ $ $ $ $ $

Executive Directors - other loans
TP Burnet 185,703 - (185,703) - - 185,703
Specified Executives - share loans
MJ East 542,000 - (6,916) - 535,084 542,000
MM Hudson 702,814 - (6,916) - 695,898 702,814
JP Wilkinson 351,407 - (3,458) - 347,949 351,407
Specified Executives — other loans
MM Hudson 790,000 - (39,500) 39,500 790,000 790,000

2,571,924 - (242,493) 39,500 2,368,931 2,571,924

Share loans are interest free and have been provided by the Company to purchase shares issued under the Southcorp Executive Share and
Option Plan as detailed in Note 36.

Share plan loans are recognised at the lower of the loan receivable and recoverable amount based on the market value of the underlying
shares at reporting date.

Other loans are secured and are repayable on termination of the Executive. Interest is repayable monthly at the rate of 5% per annum.

Other transactions with Specified Directors and Executives

The consolidated entity has leased, on normal commercial terms, a vineyard at Mudgee, New South Wales, owned by Balmoral Operations
Pty Ltd. Balmoral Operations Pty Ltd is a company of which Mr Rl Oatley and Mr AG Oatley are Directors and in which they have a beneficial
interest. The amount recognised as an expense during the year was $330,792.

The consolidated entity purchased grape supplies on normal commercial terms from Woodbrook Vineyard Pty Ltd and is party to a
Water Users’ Agreement with that company. Woodbrook Vineyard Pty Ltd is a company of which Mr AG Oatley is a Director and in which
he has a beneficial interest. The amount recognised and included in non-current inventories was $302,198.

Cattle owned by Reline Investments Pty Ltd are grazed from time to time at normal commercial agistment rates on land owned by the
consolidated entity. Reline Investments is a company of which Mr Rl Oatley and Mr AG Oatley are Directors and in which they have a
beneficial interest. The amount recognised as revenue during the year was $60,000.

The Hamilton Island Limited group of companies is a customer of Southcorp Wines Pty Limited, a wholly-owned subsidiary of Southcorp
Limited. Sales to these companies are on normal commercial terms. Hamilton Island Limited and its subsidiary companies are companies of
which Mr RI Oatley and Mr AG Oatley are Directors and in which they have a beneficial interest.

The consolidated entity made use of an aircraft owned by Balmoral Air Pty Ltd and reimburses all operating costs associated with that use.
Balmoral Air Pty Ltd is a company of which Mr Rl Oatley and Mr AG Oatley are Directors and in which they have a beneficial interest.
The amount recognised as an expense during the year was $32,889.

The Company has entered into standard form deeds of indemnity with all Specified Directors and Mr MM Hudson against all liabilities which
they may incur in the performance of their duties as Directors and Executives of the Company, except liability to the Company or a related
body corporate, liability for a pecuniary penalty or compensation order under the Corporations Act, and liability arising from conduct
involving a lack of good faith.

In addition, Specified Directors and Mr MM Hudson are indemnified, pursuant to the Constitution of the Company, against personal liability
arising from their respective positions within the Company and its related bodies corporate.

2004

report

southcorp annual

63



2004

report

southcorp annual

64

39.

40.

NOTES TO THE FINANCIAL STATEMENTS  ror THE YEAR ENDED 30 JUNE 2004

CONTINGENT LIABILITIES AND CONTINGENT ASSETS
Details of contingent liabilities and contingent assets are summarised below.

Directors are of the opinion that provisions are not required in respect of these matters, as it is not probable that a future sacrifice of
economic benefits will be required or the amount is not capable of reliable measurement.

CONSOLIDATED SOUTHCORP LIMITED
2004 2003 2004 2003
$°000 $°000 $000 $°000

Contingent liabilities

Guarantees given by the Company in respect of amounts

borrowed by certain controlled entities - - 627,290 800,000

Under the terms of the Deed of Cross Guarantee, described in Note 40, the Company has guaranteed the repayment of all current and
future creditors in the event any of the entities party to the Deed are wound up. No material losses are expected.

The consolidated entity has provided certain warranties and indemnities to the purchasers of certain divested businesses. No material
losses are expected.

In addition to the above, there are legal actions against the Company and certain controlled entities which are being defended,
liability denied and based on legal advice no material losses are expected. Disclosure of any further information about the matters
would be prejudicial to the interests of the Company.

Contingent assets

A contingent asset exists relating to potential compensation receivable from a supplier to a previously divested business. This matter is
currently subject to legal action and disclosure of the potential financial effect would be prejudicial to the interests of the Company.

DEED OF CROSS GUARANTEE

Southcorp Limited and the controlled entities identified in Note 45 have entered into an approved Deed of Cross Guarantee in order to
obtain relief from the requirement to prepare audited financial statements, granted to wholly-owned Australian controlled entities pursuant to
the Australian Securities and Investments Commission Class Order 98/1418 (as amended) dated 13 August 1998.

SWC986 Pty Ltd has been released from its obligations under the Deed by executing a Revocation Deed during the year.

The effect of the Deed is that Southcorp Limited and its controlled entities referred to above, guarantee payments to creditors in the event of
the winding up of any of the controlled entities covered by the Class Order under certain provisions of the Corporations Act 2001.

A summarised consolidated statement of financial performance and retained profits (accumulated losses) and a consolidated statement of
financial position, comprising the Company and controlled entities which are a party to the Deed (‘Cross guaranteeing entities’), after
eliminating all transactions between parties to the Deed of Cross Guarantee, at 30 June 2004 are set out below.

CROSS GUARANTEEING ENTITIES

2004 2003
$°000 $°000

Summarised statement of financial performance and retained profits (accumulated losses)
Profit (loss) from ordinary activities before income tax (54,427) (880,655)
Income tax benefit relating to ordinary activities 23,159 10,260
Net profit (loss) (31,268) (870,395)
Retained profits at beginning of year 28,224 894,136
Net increase (decrease) in retained profits on initial adoption of:
— Revised AASB 1028 ‘Employee Benefits’ - (822)
— AASB 1044 ‘Provisions, Contingent Liabilities and Contingent Assets’ - 62,161
Total available for appropriation (3,044) 85,080
Dividends provided or paid - (155,869)
Transfer from asset revaluation reserve - 99,013
Retained profits (accumulated losses) at end of year (3,044) 28,224
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NOTES TO THE FINANCIAL STATEMENTS

DEED OF CROSS GUARANTEE (continued)

FOR THE YEAR ENDED 30 JUNE 2004

CROSS GUARANTEEING ENTITIES

2004 2003
$°000 $°000

Statement of financial position
Current assets
Cash assets 16,776 15,951
Receivables 184,137 328,310
Inventories 602,310 596,804
Foreign currency hedges — anticipated transactions 49,754 32,280
Other financial assets 1,700 -
Current tax assets 9,997 73
Prepayments 1,644 1,620
Total current assets 866,318 975,038
Non-current assets
Receivables 10,212 17,123
Inventories 175,286 216,402
Foreign currency hedges — anticipated transactions 55,291 74,778
Other financial assets 373,377 375,724
Property, plant and equipment 496,518 592,528
Grape vines 172,783 169,091
Intangible assets 365,997 365,997
Deferred tax assets 41,646 37,838
Prepayments 595 785
Total non-current assets 1,691,705 1,850,266
Total assets 2,558,023 2,825,304
Current liabilities
Payables 177,769 153,142
Interest-bearing liabilities 44106 280,296
Current tax liabilities - -
Provisions 74,209 124,481
Foreign currency hedges — anticipated transactions 49,754 32,280
Total current liabilities 345,838 590,199
Non-current liabilities
Payables - 3,000
Interest-bearing liabilities 583,289 520,104
Deferred tax liabilities 54,425 72,597
Provisions 7,942 22,120
Foreign currency hedges — anticipated transactions 55,291 74,778
Total non-current liabilities 700,947 692,599
Total liabilities 1,046,785 1,282,798
Net assets 1,511,238 1,542,506
Equity
Contributed equity 1,514,282 1,514,282
Retained profits (accumulated losses) (3,044) 28,224
Total equity 1,511,238 1,542,506
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NOTES TO THE FINANCIAL STATEMENTS

CONSOLIDATED

FOR THE YEAR ENDED 30 JUNE 2004

SOUTHCORP LIMITED

2004 2003 2004 2003
$°000 $°000 $°000 $°000
. NOTES TO THE STATEMENTS OF CASH FLOWS
(a) Reconciliation of net profit (loss) attributable to members
of Southcorp Limited to net cash provided by operating
activities
Net profit (loss) attributable to members of Southcorp Limited 46,237 (922,891) 38,106 153,337
Add (less) items classified as investing/financing activities:
Net (profit) loss on sale of non-current assets (549) 613 — -
Net (profit) loss from previously divested businesses - 5,344 - 5,142
Add (less) non-cash items:
Depreciation and amortisation 46,415 87,002 - -
Write-down in value of goodwill - 642,562 - -
Write-down in value of brand names - 240,000 - -
Write-down in value of property, plant and equipment 65,117 9,665 - -
Write-down in value of wine inventory 32,161 35,336 - -
Independence Wine Company loan written-off - 11,857 - -
Share plan loans realised loss - 296 - 296
Amounts set aside to (from) provisions 18,835 24,696 (1,875) 16,891
Share of net loss of joint venture entities 464 493 - -
Net market value of own-grown grapes (78,628) (57,449) - -
Net decrement in net market value of grape vines 295 9,042 - -
Bad trade debts written-off not previously provided for 53 91 - -
(Increase) decrease in income tax receivable 1,026 (11,411) = -
Increase (decrease) in income tax payable 7,337 (42,403) (1,016) (1,781)
(Increase) decrease in future income tax benefit 24 (1,242) 3,663 (4,374)
Increase (decrease) in deferred income tax (18,334) 1,764 - (1)
Net cash provided by operating activities before change in assets
and liabilities 120,453 33,365 38,878 169,510
(Increase) decrease in trade and other debtors (25,962) 175176 396 1,398
(Increase) decrease in amount owing by joint venture entities 4,615 (2,038) - -
(Increase) decrease in inventories 90,700 22,090 — -
(Increase) decrease in prepayments 2,990 5,428 - 36
Increase (decrease) in trade and other creditors 25,105 (101,987) (1,553) (3,154)
Increase (decrease) in provisions (14,385) (35,247) - -
Net operating cash flows 203,516 96,787 37,721 167,790
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NOTES TO THE FINANCIAL STATEMENTS  ror tHE YEAR ENDED 30 JUNE 2004

CONSOLIDATED SOUTHCORP LIMITED
2004 2003 2004 2003
$°000 $°000 $°000 $°000

NOTES TO THE STATEMENTS OF CASH FLOWS (continued)
(b) Reconciliation of cash

For the purposes of the statements of cash flows, cash includes cash at bank and on hand and short-term deposits, net of outstanding
bank overdrafts. Cash at the end of the financial year as shown in the statements of cash flows is reconciled to the related items in the
statements of financial position as follows:

Cash assets 30,045 40,281 4,852 473
Bank overdrafts - (6,253) - -
30,045 34,028 4,852 473

(c) Acquisition of controlled entities

On 14 February 2003, the consolidated entity acquired the remaining 50% of the shares of The Independence Wine Company, LLC.
Fair value of net assets acquired:

Cash assets - 1,808 - -
Receivables - 428 - -
Inventories - 4,303 - -
Payables = (119) = -
Loan payable to an associated entity = (6,420) - _

Total consideration = - - —
Net cash balances acquired - 1,808 - -

Total inflow (outflow) of cash - 1,808 - -

The operating results have been included in the consolidated profit (loss) from ordinary activities from date of acquisition.

The entity was previously involved in the production and sale of wine and its operations are now being wound up.

(d) Non-cash financing activities

During the financial year Nil (2003: 710,000) ordinary fully paid shares were issued under the Southcorp Executive Share and Option Plan
for which loans of $Nil (2003: $3,848,000) were made by the Company. These transactions are treated as not giving rise to cash flows.
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42.

NOTES TO THE FINANCIAL STATEMENTS  ror THE YEAR ENDED 30 JUNE 2004

CURRENCY FACILITIES AVAILABLE FACILITIES UTILISED FACILITIES UNUTILISED
2004 2003 2004 2003 2004 2003
$'000 $'000 $'000 $°000 $°000 $°000
FINANCING ARRANGEMENTS
Committed
Bank overdraft AUD 3,000 3,000 - - 3,000 3,000
Bank syndicated AUD/USD/GBP - 255,000 - 255,000 - -
Bank bilateral Multi 645,000 565,000 177,290 95,000 467,710 470,000
Medium term notes AUD 450,000 450,000 450,000 450,000 - -

1,098,000 1,273,000 627,290 800,000 470,710 473,000

The bank bilateral facilities are secured by negative pledge and are guaranteed by the Company under several Deeds of Support
(all on identical terms) which contain covenants by the Company in favour of the banks. The principal covenants are:
(i) Total liabilities of the consolidated entity must not exceed 70% of the total tangible assets. For this purpose, total tangible assets
includes certain intangible assets.

(i) Earnings before interest and tax must cover net interest expense by at least 1.5 times. For this purpose, earnings before interest
and tax excludes abnormal items (or an equivalent term).

(i) The net worth of the consolidated entity, as measured by the consolidated equity attributable to members of Southcorp Limited,
must not fall below $750 million.

Bank overdrafts are repayable on demand and are subject to annual reviews. Interest on bank overdrafts is charged at prevailing
market rates.

The bank syndicated facility was terminated on 5 October 2003. (At 30 June 2003 $255 million had been utilised, which was bearing interest
at a weighted average effective interest rate of 5.0% per annum.)

Bank bilateral facilities have varying maturity dates ranging from May 2005 to May 2007 and bear interest at rates dependent upon the
currency and country in which the facility is drawn upon. At 30 June 2004, the equivalent of $177.3 million (2003: $95 million) has been
utilised, which was bearing interest at a weighted average effective interest rate of 4.8% per annum (2003: 5.1%). On 5 October 2003,
the bank bilateral facilities available increased from $565 million to $645 million.

Subsequent to reporting date, $150 million of bank bilateral facilities were cancelled at the instigation of the Company, being excess to the
Company’s requirements.

The consolidated entity is notionally able to issue notes to an aggregate face value of $750 million under its domestic medium term
note program. The Company’s current long-term credit rating however effectively precludes any further note issues under the program.
At 30 June 2004 the Company had issued the following notes:

MATURITY DATE DESCRIPTION $'000 COMMENTS

August 2006 7% fixed rate notes 125,000 Swapped to floating interest rates

December 2006 Floating rate notes 100,000 Effective interest rate 6.0% (2003: 5.1%)

April 2009 Floating rate notes 75,000 Effective interest rate 6.5% (2003: 5.8%)

March 2010 8.25% fixed rate notes 100,000 Swapped to floating interest rates

August 2010 Floating rate notes 50,000 Effective interest rate 6.5% (2003: 5.8%)
450,000

The medium term notes are secured by negative pledge and are guaranteed by the Company. Covenants which apply to the medium term
note program are similar to those outlined above for the bank bilateral facilities.

The consolidated entity has swapped $430 million (2003: $460 million) of floating interest rate liabilities to fixed interest rates at an effective
weighted average interest rate of 5.9% (2003: 5.9%).

The consolidated entity is notionally able to issue commercial paper to an aggregate face value of $700 million under its commercial paper
program. The Company’s current short-term credit rating however effectively precludes any issues under the program. All commercial paper
issued is guaranteed by the Company. At 30 June 2004 no commercial paper was on issue (2003: $Nil).
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NOTES TO THE FINANCIAL STATEMENTS  ror tHE YEAR ENDED 30 JUNE 2004

FINANCIAL INSTRUMENTS DISCLOSURE

(a) Interest rate risk

The consolidated entity enters into interest rate swap and options contracts to manage funding costs and protect it from adverse interest
rate movements. Interest rate swaps and options allow the consolidated entity to raise borrowings at floating interest rates and swap them
into longer term fixed rates, or raise borrowings at fixed rates and swap them into floating rates.

At 30 June 2004 there are fixed rate swaps with rates between 5.1% and 6.8% (2003: 5.1% and 6.8%), and floating rate swaps converting
the 8.25% fixed rate bond (2003: 8.25%) and 7.0% fixed rate bonds (2003: 7.0%) to floating interest rates. The net unrecognised gain on
interest rate swaps at 30 June 2004 was $5,557,000 (2003: $6,106,000).

The consolidated entity’s exposure to interest rates and the effective weighted average interest rate for classes of financial assets and
liabilities is set out below:

WEIGHTED FIXED INTEREST MATURING IN:
AVERAGE FLOATING 1 YEAR 1705 MORE THAN NON-INTEREST
INTEREST RATE  INTEREST RATE OR LESS YEARS 5 YEARS BEARING TOTAL
$°000 $°000 $°000 $°000 $°000 $'000
2004
Financial assets
Cash and deposits 3.6% 33,419 - - - (3,374) 30,045
Receivables 7.7% - 4,594 2125 306 348,090 355,115
Other financial assets - - - - - 33,770 33,770
33,419 4,594 2,125 306 378,486 418,930
Financial liabilities
Payables 6.5% - 566 - - 278,384 278,950
Bank loans 5.9% 177,290 - - - - 177,290
Medium term notes 5.9% 225,000 - 125,000 100,000 - 450,000
Other liabilities 5.9% 47 38 - - 1,117 1,202
402,337 604 125,000 100,000 279,501 907,442
Interest rate swaps * (205,000) 150,000 155,000 (100,000) - -
197,337 150,604 280,000 - 279,501 907,442
2003
Financial assets
Cash and deposits 3.3% 36,943 - - - 3,338 40,281
Receivables 5.2% 44,500 1,425 7,059 678 344,543 398,205
Other financial assets - - - - - 35,343 35,343
81,443 1,425 7,059 678 383,224 473,829
Financial liabilities
Payables 6.5% - 566 - - 258,201 258,767
Bank overdraft - - - - - 6,253 6,253
Bank loans 5.9% 350,000 - - - - 350,000
Medium term notes 5.6% 225,000 - 125,000 100,000 - 450,000
Other liabilities 6.4% - 311 126 - 1,117 1,554
575,000 877 125,126 100,000 265,571 1,066,574
Interest rate swaps * (235,000) 100,000 235,000 (100,000) - -
340,000 100,877 360,126 - 265,571 1,066,574

Bank overdraft represents unpresented cheques.
* Notional principal balances.
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43.

NOTES TO THE FINANCIAL STATEMENTS  ror THE YEAR ENDED 30 JUNE 2004

FINANCIAL INSTRUMENTS DISCLOSURE (continued)

(b) Foreign exchange risk

The consolidated entity enters into forward foreign exchange contracts and options to hedge certain anticipated purchases and sales of
goods and services denominated in foreign currencies to protect the entity from adverse foreign exchange movements. The hedges are
designated to specific transactions or transactions entered into after a nominated date.

The amounts receivable and payable under these foreign currency contracts at 30 June 2004, and the settlement periods of these contracts
for the consolidated entity are as follows:

2004 2003
usb GBP OTHER usb GBP OTHER
$'000 $'000 $'000 $'000 $'000 $'000
Sell
1 year or less 228,795 105,413 45,737 96,558 185,089 30,140
Over 1 year but less than 2 years 195,927 106,789 29,226 161,790 162,157 31,829
Over 2 years but less than 5 years 192,904 122,369 20,146 117,730 78,120 30,279

The deferred costs and exchange gains and losses on hedges of anticipated transactions recognised in foreign currency hedges —
anticipated transactions assets and liabilities at 30 June 2004 was a net gain of $61,633,000 (2003: net gain of $102,512,000).

Recognised gains and losses have been calculated by reference to foreign exchange rates applicable at 30 June 2004. The actual incidence
of gains or losses, and their magnitude, will be dependent on the actual rates at the time of maturity of the contracts and will be reflected in
the amounts earned from sales in foreign currencies or the cost of purchases in foreign currencies, as applicable.

(c) Credit risk
Credit risk represents the loss that would be recognised if a counterparty fails to perform as contracted.

The consolidated entity minimises concentrations of credit risk by undertaking transactions with a large number of customers and
counterparties in various countries. The consolidated entity undertakes interest rate and foreign currency risk transactions with major
Australian and international banks.

Credit risk on financial assets of the consolidated entity which have been recognised on the statements of financial position is represented
by the carrying amount net of any provision for doubtful debts. As at 30 June 2004, of the consolidated entity’s trade debtors, 35% (2003:
35%) was owed by customers located in the UK/Europe segment and 37% (2003: 40%) was owed by customers located in The Americas.
The consolidated entity is not materially exposed to any individual customer.

The maximum credit risk exposure on foreign currency contracts is the full amount of the foreign currency the consolidated entity pays when
settlement occurs, should the counterparty fail to pay the amount which it is committed to pay the consolidated entity. The full amount of the
exposure is disclosed at Note 43(b) above.

The credit risk on swap contracts is limited to the next amount to be received from counterparties on contracts that are favourable to the
consolidated entity. The accrued amount due to the consolidated entity at 30 June 2004 amounted to $743,000 (2003: $2,023,000).
(d) Net fair values of financial instruments

Cash and non-interest bearing monetary financial assets and financial liabilities of the consolidated entity approximate their carrying
amounts at net fair value.

The net fair value of other monetary financial assets and financial liabilities is based upon market prices where a market exists, or by
discounting the expected future cash flows by the current interest rate for assets and liabilities with similar risk profiles.

The consolidated entity’s financial assets and liabilities included in current assets and liabilities on the statements of financial position
are carried at amounts that approximate net fair value. The carrying amount of all other assets and liabilities do not differ materially from
net fair value.

The valuation of unrecognised financial instruments reflects the estimated amounts which the consolidated entity would expect to pay or
receive to terminate the contracts (net of transaction costs) at their current market value at 30 June 2004. This is based on independent
market quotations and determined using standard valuation techniques.

The net fair value with respect to unrecognised financial instruments held at 30 June 2004 is disclosed in Note 43(a).
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NOTES TO THE FINANCIAL STATEMENTS  ror tHE YEAR ENDED 30 JUNE 2004

RELATED PARTIES

Specified Directors and Executives

Disclosures relating to Specified Directors and Executives are set out in Note 38.

Wholly-owned group

The wholly-owned group consists of Southcorp Limited and its controlled entities. Ownerships interests in these controlled entities are
set out in Note 45.

Transactions between Southcorp Limited and its controlled entities during the years ended 30 June 2004 and 2003 consisted of:

(@) Management fees received from controlled entities as disclosed in Note 2.

(b) Dividends and interest received from controlled entities as disclosed in Note 5.
(c) Interest paid to controlled entities as disclosed in Note 5.

(d) Amounts owing by controlled entities as disclosed in Note 10 and 14.

(e) Amounts owing to controlled entities as disclosed in Note 20.

Associates and joint venture entities

Transactions with associated and joint venture entities occur on terms and conditions no more favourable than those available to other
customers, suppliers, employee or Shareholders and consisted of:

(@) Interest received from associated entities as disclosed in Note 5.
(b) Amounts owing by joint venture entities as disclosed in Note 10.

(c) Amounts owing to joint venture entities as disclosed in Note 20.

(d) Details of investments in joint venture entities as disclosed in Note 32.

COUNTRY OF OWNERSHIP
INCORPORATION INTEREST
2004 2003
% %
CONTROLLED ENTITIES
Chief entity
Southcorp Limited (@) Australia
Controlled entities
Interbev Pty Ltd (@) Australia 100 100
Clayton Victoria Holdings Pty Ltd (@) Australia 100 100
Meadowbank Properties Pty Ltd (@) Australia 100 100
SCAQ75G Pty Ltd (@) Australia 100 100
SCA059G Ltd (@) Australia 100 100
Majorca Pty Ltd (@) Australia 100 100
Southcorp Australia Pty Ltd (@) Australia 100 100
SCA246D Pty Ltd (@) Australia 100 100
SCA395D Pty Ltd (@) Australia 100 100
SCP680 Ltd (@) Australia 100 100
Morris White Pty Ltd (@) Australia 100 100
Morris White Australia Pty Ltd @)(h) Australia 100 100
Southcorp Manufacturing Pty Ltd (@ Australia 100 100
Southcorp Whitegoods Pty Ltd (a)() Australia 100 100
Southcorp NZ Pty Ltd (@) Australia 100 100
Southcorp Wines NZ Ltd New Zealand 100 100
Southcorp NZ Superannuation Fund Ltd (e) New Zealand - 100
Conform New Zealand Ltd (e) New Zealand - 100
SANZ Ltd (e) New Zealand - 100
HNZ Ltd (e) New Zealand - 100
Southcorp Water Heaters NZ Ltd (e) New Zealand - 100
Southcorp Beverage Packaging NZ Ltd (e) New Zealand - 100
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NOTES TO THE FINANCIAL STATEMENTS  ror THE YEAR ENDED 30 JUNE 2004

COUNTRY OF OWNERSHIP
INCORPORATION INTEREST
2004 2003
% %
45. CONTROLLED ENTITIES (continued)
Southcorp International Investments Pty Ltd (@) Australia 100 100
Southcorp Asia Investments Pty Ltd (@) Australia 100 100
REI Executive Services, Inc USA 100 100
North America Packaging Ltd (e) Canada - 100
Southcorp Wines Canada, Inc Canada 100 100
Southcorp Investments Canada Ltd (e) Canada - 100
Southcorp Finance Europe Ltd UK 100 100
Southcorp Wines Europe Ltd UK 100 100
Southcorp Importers Ltd (e) UK - 100
James Herrick Wines Ltd UK 100 100
Southcorp European Investments (e) UK - 100
Southcorp Investments France SAS France 100 100
Penval Wines SAS France 100 100
SCA du Domaine de la Motte France 100 100
SCA des Garrigues de Truilhas France 100 100
Vignobles James Herrick SARL France 100 100
SC Domaine de la Boulandiere France 100 100
RAUST International Investments BV Netherlands 100 100
RAL European Holdings Ltd UK 100 100
Neyog UK Ltd UK 100 100
Southcorp XUK Ltd (@)(b) UK 100 100
Southcorp USA Holdings, Inc USA 100 100
Southcorp Finance USA, Inc USA 100 100
North America Packaging (Pacific Rim) Corporation USA 100 100
PWG Vintners USA, Inc USA 100 100
The Independence Wine Company, LLC (e) USA - 100
Rosemount Ventures, Inc USA 100 100
Southcorp Wine Estates, LLC USA 100 100
Southcorp Investments Pty Ltd (@ Australia 100 100
SCP518 Ltd (@) Australia 100 100
SCP197 Pty Ltd (@) Australia 100 100
SCP825 Pty Ltd (a)(d) Australia 100 100
SCP919 Pty Ltd (@)(d) Australia 100 100
SCP625 Pty Ltd (@) Australia 100 100
Selion Pty Ltd (@) Australia 100 100
leiro Pty Ltd (@ Australia 100 100
Rosemount Ventures Australia Pty Ltd (@ Australia 100 100
Southcorp Wines Pty Ltd (@) Australia 100 100
Barossa Vineyards Ltd (@) Australia 100 100
Coldstream Australasia Ltd (@ Australia 100 100
Cuppa Cup Vineyards Pty Ltd (@ Australia 100 100
Global Vineyards BV Netherlands 100 100
Devil’s Lair Pty Ltd (@) Australia 100 100
Kaiser Stuhl Wines Pty Ltd (@ Australia 100 100
Killawarra Vintage Wines Pty Ltd (@) Australia 100 100
Leo Buring Pty Ltd (@) Australia 100 100
Lindeman (Holdings) Ltd (@) Australia 100 100
Lindemans Wines Pty Ltd (@ Australia 100 100
SCW299 Pty Ltd @ Australia 100 100
SCW725 Pty Ltd (@) Australia 100 100
North Para Environment Control Pty Ltd (9 Australia 69.9 69.9
Penfolds Wines Pty Ltd (@ Australia 100 100
Rouge-Homme Wines Pty Ltd (@) Australia 100 100
Roxburgh Vineyards Pty Ltd (@) Australia 100 100
SCW986 Pty Ltd (e) Australia - 100
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COUNTRY OF OWNERSHIP
INCORPORATION INTEREST
2004 2003
% %
45. CONTROLLED ENTITIES (continued)

Rosemount Estates Pty Ltd (@) Australia 100 100
McLaren Vale Unit Trust (@) Australia 100 100
Rosemount Vineyards Pty Ltd (@) Australia 100 100
Tumbarumba Sparkling Wines Pty Ltd (@) Australia 100 100
Rosemount Estate Wines Ltd UK 100 100
Brenchley Pty Ltd (@) Australia 100 100

Ryecroft Vineyards Pty Ltd (@) Australia 100 100

SCW165 Pty Ltd (@) Australia 100 100

SCW423 Ltd (@) Australia 100 100

SCW905 Ltd (@) Australia 100 100
Great Western Sparkling Wines Pty Ltd (a)(f) Australia 100 100

Seaview Winery Pty Ltd (@) Australia 100 100

Seaview Wynn Pty Ltd (@) Australia 100 100
Wynns Coonawarra Estate Pty Ltd (@) Australia 100 100
Glenloth Wines Pty Ltd (@) Australia 100 100

Southcorp Wines Asia Pty Ltd (@)(c) Australia 100 100

Southcorp Wines E-Commerce Holdings Pty Ltd (@) Australia 100 100

Tolley Scott & Tolley Ltd (@) Australia 100 100

Woodley Wines Pty Ltd (@) Australia 100 100

Wynn Winegrowers Pty Ltd (@) Australia 100 100

B Seppelt & Sons Ltd (@) Australia 100 100
Southcorp Wines Superannuation Fund Pty Ltd (@) Australia 100 100
SCWO040 Pty Ltd (@) Australia 100 100
SCW357 Pty Ltd (@) Australia 100 100
SCWe654 Pty Ltd (a)(d) Australia 100 100
SCW?706 Pty Ltd (a)(d) Australia 100 100
SCW802 Pty Ltd (a)(d) Australia 100 100
SCW809 Pty Ltd (a)(d) Australia 100 100
SCW904 Pty Ltd (@) Australia 100 100

G F Cleland & Sons Pty Ltd (@) Australia 100 100

Rosemount Holdings Superannuation Pty Ltd Australia 100 100

Rosemount Group Superannuation Pty Ltd Australia 100 100

Southcorp Brands Pty Ltd (@ Australia 100 100

Southcorp Directors’ Retiring Fund Pty Ltd (@) Australia 100 100

Southcorp Employee Share Plan Pty Ltd (@) Australia 100 100

Southcorp Executive Share and Option Plan Pty Ltd (@ Australia 100 100

Southcorp Finance Ltd (@) Australia 100 100

Southcorp International Employee Equity Plan Ltd New Zealand 100 100

Southcorp Packaging Superannuation Fund Pty Ltd (@) Australia 100 100

Southcorp Superannuation Fund Pty Ltd (@ Australia 100 100

SRP500 Pty Ltd (@) Australia 100 100
SRP687 Pty Ltd (@) Australia 100 100

Trusco Pty Ltd Australia 100 100

southcorp annual

Names of companies inset indicate that the issued share capital of such companies is owned by the company immediately
above the inset.

(@) Southcorp Limited and these controlled entities have entered into an approved Deed of Cross Guarantee (refer to Note 40)
(b) Carries on business in Australia

(c) Carries on business in Singapore

(d) Controlled entity in voluntary liquidation

(e) Merged into another controlled or liquidated during the year

() SCW423 Pty Ltd owns 50.0% of the issued share capital in Great Western Sparkling Wines Pty Ltd

(9) Tolley Scott & Tolley Ltd owns 23.3% of the issued share capital in North Para Environment Control Pty Ltd

(h) Controlled entity previously owned by Morris White Pty Ltd

() Controlled entity previously owned by Southcorp Manufacturing Pty Ltd
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46.

NOTES TO THE FINANCIAL STATEMENTS  ror THE YEAR ENDED 30 JUNE 2004

IMPACT OF ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING STANDARDS (‘IFRS’)

The Australian Accounting Standards Board (‘AASB’) has issued AASB equivalents to IFRS for application to reporting periods beginning on
or after 1 January 2005. The impact of adopting AASB equivalents to IFRS standards will be first reflected in the financial statements for the
half-year ending 31 December 2005 and the year ending 30 June 2006.

The transition to AASB equivalents to IFRS is under the control of the Chief Financial Officer (‘CFQ’), including training of staff and system
and internal control changes necessary to gather all the required financial information. The CFO reports to the Audit Committee on progress.
To date the AASB equivalents have been analysed and significant accounting policy changes that will be required have been identified.

In some cases choices of accounting policies are available, including elective exemptions under AASB 1 ‘First-time Adoption of Australian
Equivalents to International Financial Reporting Standards’. Some of these choices are still being analysed to determine the most
appropriate accounting for the Company.

Major changes identified to date that will be required to existing accounting policies include the following:
Income tax

Under AASB 112 ‘Income Taxes’, deferred tax balances are determined using the balance sheet method which calculates temporary
differences based on the carrying amounts of an entity’s assets and liabilities in the statements of financial position and their associated tax
bases. In addition, current and deferred taxes attributable to amounts recognised directly in equity are also recognised directly in equity.

This will result in a change to the current accounting policy, under which deferred tax balances are determined using the income statement
method, items are only tax-effected if they are included in the determination of pre-tax accounting profit or loss and/or taxable income or
loss. Current and deferred taxes cannot be recognised directly in equity.

Equity-based compensation benefits

Under AASB 2 ‘Share-based Payment’, equity-based compensation to employees will be recognised as an expense in respect of the services
received. This will result in a change to the current accounting policy, under which no expense is recognised for equity-based compensation.

Financial instruments

Under AASB 132 ‘Financial Instruments: Disclosure and Presentation’ the current classification of financial instruments issued by entities in
the consolidated entity will not change.

Under AASB 139 ‘Financial Instruments: Recognition and Measurement’ there may be major impacts as a result of foreign exchange
contracts held for hedging purposes being accounted for as cash flow hedges. Changes in the fair value of those contracts will be
recognised directly in equity until the hedged transaction occurs. Currently, the costs or gains arising under contracts together with any
realised or unrealised gains from remeasurement are included in assets or liabilities as deferred losses or deferred gains.

The above should not be regarded as a complete list of changes in accounting policies that will result from the transition to AASB
equivalents to IFRS as some decisions have not yet been made where choices of accounting policies are available. For these reasons it is
not yet possible to quantify the impact of the transition to AASB equivalents to IFRS on the Group’s financial position and reported results.



DIRECTORS’ DECLARATION

1. In the opinion of the Directors of Southcorp Limited:

(@ The accompanying financial statements and notes, set out on pages 29 to 74, are in accordance with the Corporations Act 2001,
and:

(i) give atrue and fair view of the financial position and performance of the Company and the consolidated entity for the year ended
30 June 2004, as represented by the results of their operations and cash flows, and their financial position as at 30 June 2004; and
(i) comply with Accounting Standards and the Corporations Regulations 2001; and

(b) There are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and payable.

2. There are reasonable grounds to believe that the Company and the subsidiaries identified in Note 45 will be able to meet any obligations
or liabilities to which they are or may become subject by virtue of the Deed of Cross Guarantee between the Company and those
subsidiaries pursuant to ASIC Class Order 98/1418.

Signed in accordance with a resolution of the Directors.
E [ a -
W E l _..,*

TB Finn, Director
19 August 2004
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I N D E P E N D E N T A U D I T R E P O RT TO MEMBERS OF SOUTHCORP LIMITED

Scope

The financial report and directors’ responsibility

The financial report comprises the statement of financial position, statement of financial performance, statement of cash flows,
accompanying notes to the financial statements, and the directors’ declaration for both Southcorp Limited (the “Company”) and
Southcorp Limited and its controlled entities (the “Consolidated Entity”) for the year ended 30 June 2004. The Consolidated Entity
comprises both the Company and the entities it controlled during that year.

The directors of the Company are responsible for the preparation and true and fair presentation of the financial report in accordance with
the Corporations Act 2001. This includes responsibility for the maintenance of adequate accounting records and internal controls that are
designed to prevent and detect fraud and error, and for the accounting policies and accounting estimates inherent in the financial report.

Audit approach

We conducted an independent audit in order to express an opinion to the members of the Company. Our audit was conducted in
accordance with Australian Auditing Standards in order to provide reasonable assurance as to whether the financial report is free of material
misstatement. The nature of an audit is influenced by factors such as the use of professional judgement, selective testing, the inherent
limitations of internal control, and the availability of persuasive rather than conclusive evidence. Therefore, an audit cannot guarantee that
all material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents fairly, in accordance with the Corporations
Act 2001, Australian Accounting Standards and other mandatory financial reporting requirements in Australia, a view which is consistent with
our understanding of the Company’s and the Consolidated Entity’s financial position, and of their performance as represented by the results
of their operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:

e examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the financial report, and
e assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of significant accounting
estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial reporting when determining the nature and extent of
our procedures, our audit was not designed to provide assurance on internal controls.
Independence
In conducting our audit, we followed applicable independence requirements of Australian professional ethical pronouncements and the
Corporations Act 2001.
Audit Opinion
In our opinion, the financial report of Southcorp Limited is in accordance with:
(@) the Corporations Act 2001, including:

(i) giving a true and fair view of the Company’s and Consolidated Entity’s financial position as at 30 June 2004 and of their
performance for the financial year ended on that date; and
(i) complying with Accounting Standards in Australia and the Corporations Regulations 2001; and

(b) other mandatory professional reporting requirements in Australia.

K?Mmc .

KPMG
W T
DS Rogers

Partner

Sydney
19 August 2004
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o
10 YEAR FINANCIAL SUMMARY o
©
=
FINANCIAL PERFORMANCE 2004 2003 2002 2001 2000 1999 1998 1997 1996 1995 <
$M $M $M $M $M $M $M M $M $M ©
Q.
Revenue s
- wine 1,159 1,180 1,472 1,161 776 694 603 525 457 405 o
— non-wine - 56 1,195 2,467 1,914 2175 2,161 2,093 2,168 1,986 =
S
Total 1,159 1,236 2,667 3,628 2,690 2,869 2,764 2,618 2,625 2,391 °
EBITA before significant ltems
- wine 176 118 287 223 147 139 116 108 91 70
- non-wine - - 33 134 192 192 183 171 171 160
Total 176 118 320 357 339 331 299 279 262 230
Significant items 97) (978) 149 13 - (72) (18) 2 1) (65)
Amortisation - 37) (39) (28) (16) (15) (13) (13) (11) 6)
EBIT 79 (897) 430 342 323 244 268 264 250 159
Net interest 42) (44) 61) (76) (55) (46) (51) (57) (61) 37)
Profit (loss) before tax 37 (941) 369 266 268 198 217 207 189 122
Income tax 9 18 (56) (46) (63) (82) (72) (70) (64) (56)
Outside equity interests - - - 5) - 1 (1) 2 2 2
Extraordinary items after tax - - - - - (95) - - 1 1
Net profit (loss) after tax 46 (923) 313 215 205 22 144 135 124 65
Financial position
Working capital 708 698 792 821 860 765 764 702 683 713
Non-current inventory 175 216 241 289 211 196 168 144 129 120
Property, plant & equipment
(including grape vines) 688 781 821 989 1,429 1,345 1,301 1,145 1,044 958
Intangible assets 366 366 1,285 1,438 263 245 315 319 284 232
Other net assets 48 114 81 266 86 49 26 68 44 (61)
Provisions (98) (170) (259) (327) (276) (294) (225) (194) (187) (209)
Capital employed 1,887 2,005 2,961 3,476 2,573 2,306 2,349 2184 1,997 1,753
Funding
Net debt 598 767 703 1,411 1,085 932 842 791 766 570
Shareholders Equity 1,289 1,238 2,258 2,065 1,488 1,374 1,507 1,393 1,231 1,183
1,887 2,005 2,961 3,476 2,573 2,306 2,349 2,184 1,997 1,753
Share information
Basic earnings per share (cents) 6.2c (124.2¢) 42.4c 32.3c 32.9¢ 19.0c 23.4c  22.8c 21.5¢ 11.4c
Net tangible assets per share ($) $1.24 $1.17 $1.31 $0.85 $1.95 $1.81 $1.91 $1.74 $1.63 $1.67
Dividends per share (cents) 0.0c 10.0c 22.0c 21.0c 21.0c 20.0c 18.0c 17.0c 16.5¢ 16.5¢
Dividend payout ratio (%) n/a na 52.0% 67.0% 64.1% 556.6% 77.5% 75.7% 76.5% 144.4%
Issued shares at end of year (millions) 745 745 740 726 625 619 621 611 579 569
Share price as at 30 June ($) $3.14 $2.82 $5.31 $7.47 $4.82 $6.10 $4.69  $4.96 $3.15 $2.81
Market capitalisation ($ millions) 2,338 2,100 3,927 5,422 3,015 3,777 2,913 3,031 1,824 1,598
Gearing
Net debt/equity (%) 46.4% 62.0% 312% 683% 729% 67.8% 559% 56.8% 62.3% 48.2%
Interest cover (times) (@) 41 1.8 4.6 4.3 5.8 6.9 5.7 4.7 4.1 6.1
Returns
ROCE (%) (b) 9.3% 59% 10.8% 10.3% 132% 144% 127% 128% 13.1% 13.1%
Profit margin (%) (c) 15.2% 95% 12.0% 9.8% 126% 11.5% 10.8% 10.6% 10.0% 9.6%

Notes:

(a) EBIT before significant items divided by net interest expense.

(b) EBITA before significant items divided by closing capital employed.
(c) EBITA before significant items divided by total revenue.
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INVESTOR INFORMATION

Annual General Meeting

The Annual General Meeting of Southcorp Limited will be held at the Adelaide Convention Centre, North Terrace, Adelaide, South Australia,
on Thursday, 28 October 2004, at 10.00am. Full details of the business of the meeting are contained in the separate Notice of Meeting sent
to Shareholders.

Voting at the Annual General Meeting

Voting rights are governed by the Company’s Constitution, which provides that each Shareholder present at the Annual General Meeting,
in person or by proxy, has one vote on a show of hands and, on a poll, one vote for each ordinary share held.

Voting by proxy is a most effective way for Shareholders to participate in the Company’s affairs. Shareholders who are unable to
attend the Annual General Meeting are therefore encouraged to complete and return the proxy form, which accompanies the
Notice of Meeting.

Share Registry Inquiries

Shareholders requiring information about their shareholding should contact Southcorp’s share registry listed under the Directory on page 81.
Alternatively, Shareholders with Internet access can view their shareholdings in the Company’s securities by going to the Southcorp website
at www.southcorp.com.au (see Electronic Communication with the Company, below).

Change of Address and/or Name

Issuer-sponsored Shareholders who have changed their name or address should immediately contact the Company’s share registry in
writing. Alternatively, Shareholders who have registered online can amend their address details by going to the Southcorp website at
www.southcorp.com.au (see Electronic Communication with the Company, below). CHESS-sponsored Shareholders who change their name
or address should contact their broker in writing. For security purposes, Shareholders are requested to quote their previous name and/or
address and their Security Holder Reference Number (SRN) or Holder Identification Number (HIN).

Consolidation of Shareholdings

Shareholders who have more than one holding and wish to consolidate them into one account should contact the Company’s share registry
for advice on how to consolidate holdings.

Electronic Communication with the Company

Shareholders can communicate electronically with the Company and are encouraged to do so. Shareholders who would like to receive these
reports electronically can register their email address with the share registry via the Company’s website. In addition to receiving reports and
briefings electronically, Shareholders can:

e Check their current and previous holding balances.

e Choose and change their preferred Annual Report delivery method.
e Check or update their address details.

e Download commonly used forms and information.

e Review their dividend history.

e Update bank details.

e Subscribe for emailed announcements.

e Confirm whether they have lodged TFN/ABN exemption.

Just log on to www.southcorp.com.au and click on the Investor Centre. For security and privacy reasons, Shareholders will be required to
verify their identity before they can view their records.
Tax File Number (TFN) or Australian Business Number (ABN)

If you are an Australian Shareholder or subject to Australia’s taxation Acts, it is in your best interest to provide your TFN or ABN or
exemption number, if you have not already done so, to avoid tax being deducted from any unfranked portion of the dividend payment
equal to the maximum personal marginal rate of tax, plus the Medicare levy (i.e. 48.5%). However, please note that you are not obliged
to do so.

Dividends

The Board has determined that it is not appropriate to pay a final dividend for the 2004 financial year.

Dividend Reinvestment Plan

The Company’s Dividend Reinvestment Plan was suspended on 28 February 2000 until further notice.



INVESTOR INFORMATION

Company Publications

Shareholders will receive the following publications throughout the year to keep them informed of the Company’s operations and results:

e Report on Half-Year Results*

e Annual Report* and Notice of Annual General Meeting

* The Annual and Half-Yearly Results reports will not be sent to Shareholders who have requested that the Company remove their name from the mailing list.
The Annual Report is now only available as a full Annual Report. Shareholders will automatically receive the Annual Report unless they have

formally elected not to. Alternatively, Shareholders can register on the Company’s website at www.southcorp.com.au to receive reports
electronically (see Electronic Communication with the Company).

Removal from Annual Report Mailing List

Shareholders who do not wish to receive a copy of the Annual Report should advise the Company’s share registry in writing or via the online
facility (see Electronic Communication with the Company). These Shareholders will continue to receive other information, including notices of
Shareholders’ meetings, which is required to be sent to them by law.

Stock Exchange Listing

The Company’s shares are quoted on the Australian Stock Exchange Limited (ASX) and are traded under the code SRP. Details of trading
activity are published in the share tables of daily newspapers.

American Depository Receipts

The Company'’s shares are also traded in sponsored American Depository Receipt (ADR) form on the ‘over-the-counter’ market in the
United States. The symbol is STHHY and the CUSIP number is 841295108. Each Level 1 ADR represents five Southcorp shares.

ADR holders receive the same information that is sent to Shareholders. Inquiries about ADR holdings should be made to The Bank of
New York, Depository Receipts Division, 101 Barclay Street, New York, N.Y. 10286, USA, or, in Australia, to Level 5, 350 Collins Street,
Melbourne, Victoria. Alternatively, you can view the Bank of New York’s ADR website at www.adrbny.com.

Statement of Shareholdings

Information relating to security holders as at 19 August 2004:

SHAREHOLDERS ORDINARY SHARES

BAND (SHARES) NUMBER % NUMBER %
Distribution of Shareholders and shareholdings

1-1,000* 24,246 33.98 14,758,894 1.98
1,001-5,000 36,176 50.70 89,284,989 11.99
5,001-10,000 6,675 9.36 49,262,620 6.62
10,001-100,000 4,083 5.72 90,483,364 12.15
100,001 and over 170 0.24 500,718,271 67.26
Total 71,350 100.00 744,508,138 100.00

* Includes 164 holding less than a parcel of shares of $500.
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INVESTOR INFORMATION

ORDINARY SHARES
NUMBER % OF ISSUED SHARES

Twenty Largest Shareholders

Reline Investments Pty Ltd 139,949,024 18.80
Westpac Custodian Nominees Limited 84,882,855 11.40
JP Morgan Nominees Australia Limited 74,526,128 10.01
National Nominees Ltd 59,266,751 7.96
Citicorp Nominees Pty Ltd 27,899,076 3.75
RBC Gilobal Services Australia Nominees Pty Ltd 24,240,331 3.24
Cogent Nominees Pty Limited 8,434,926 1.13
ANZ Nominees Limited 5,958,182 0.80
Australian Foundation Investment Company Ltd 5,657,783 0.76
HSBC Custody Nominees (Australia) Limited 5,337,275 0.72
Government Superannuation Office (A/C State Super Fund) 4,902,861 0.66
Victorian Workcover Authority 3,263,698 0.44
Norbert Investments Pty Ltd 3,030,221 0.41
Transport Accident Commission 2,698,100 0.36
UBS Nominees Pty Ltd 2,646,818 0.36
ARGO Investments Limited 2,646,670 0.36
Djerriwarrh Investments Limited 2,292,912 0.30
Southcorp Executive Share and Option Plan Pty Limited 2,265,000 0.30
Queensland Investment Corporation 2,230,000 0.30
AMP Life Limited 1,988,697 0.27
Total 464,117,308 62.33

Substantial Shareholders

A substantial Shareholder is one who has a relevant interest in 5% or more of the total issued shares of the Company. A substantial
Shareholder is only obliged to formally notify the Australian Stock Exchange and the Company when that Shareholder’s interest in the
Company changes by 1% or more from the amount previously notified. None of the three substantial Shareholders have so changed their
respective interest since the Date of Notice, set out below. (Note, the number shown below may differ from an interest disclosed in the list
of top 20 Shareholders.)

The names of substantial Shareholders in the Company, and the number of ordinary shares in which each is interested, as disclosed in
Substantial Shareholder notices to the Company on the respective dates below, are as follows:

DATE OF NOTICE SUBSTANTIAL SHAREHOLDER NUMBER OF SHARES % ISSUED CAPITAL
23 July 2004 Maple-Brown Abbott Limited 87,177,716 11.71%

20 December 2002 The Capital Group Companies, Inc. 74,340,312 9.99%

1 June 2001 Balmoral Pastoral Pty Ltd (formerly Reline Pty Ltd)

and Reline Investments Pty Ltd 132,538,589 18.26%




DIRECTORY

Registered Office

Southcorp Limited
ABN 80 007 722 643

403 Pacific Highway
Artarmon NSW 2064
Australia

or

PO Box 366
Artarmon NSW 1570
Australia

Telephone: (02) 9465 1000
International: +61 2 9465 1000

Facsimile: (02) 9465 1100
International: +61 2 9465 1100

Website: www.southcorp.com.au

Company Secretary
Martin M Hudson

Auditors

KPMG (External Auditors)
Ernst & Young (Internal Auditors)

Share Registry

Computershare Investor Services Pty Ltd

Level 5, 115 Grenfell Street
Adelaide SA 5000
Australia

or
GPO Box 1903

Adelaide SA 5001
Australia

Telephone: 1300 556 161
Toll Free: 1800 817 074
International: +61 3 9615 5970

Facsimile: (08) 8236 2305
International: +61 8 8236 2305

Website: www.computershare.com

2005 FINANCIAL YEAR CALENDAR

30 June 2004

Financial Year End

19 August 2004

Announcement of Annual Results

27 September 2004

Annual Report and Notice of Meeting lodged
with ASX and sent to Shareholders

26 October 2004

Final date for lodgement of proxies

28 October 2004

Annual General Meeting

31 December 2004
Half-Year End

16 February 2005

Announcement of Interim Results

30 June 2005

Financial Year End

© 2004 Southcorp Limited. All rights reserved.

Designed and produced by Southcorp’s Marketing Services team.

Printed on Australian-made paper, in accordance with sustainable forest

management practices.
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